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SUMMARY

« The macrocast™ score suggests the probability of a recessionary bear market remains
elevated. The position of microcast™ remains at its base allocation.

« The stock market, as measured by the S&P 500, is set to finish the first half of the year
with double-digit gains. This is in stark contrast with leading economic indicators,
which suggest a recession is still a high probability.

« It would be highly unusual for the market to be positive ahead of a recession.
Historically, the market has not performed this well in the months leading into
economic downturn.

- We maintain our view that a recession is likely to occur by early next year. Yet as each
month passes without a downturn, the odds of dodging a recession altogether
increase, as opposed to it just being “postponed.

The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy,
solicitation to sell, or recommendation to engage in any transaction or strategy. Past performance may not be indicative of
future results. While the sources of information, including any forward-looking statements and estimates, included in this
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management, Spire Wealth Management LLC, Spire
Securities LLC and its affiliates do not guarantee its accuracy.
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A QUICK UPDATE ON INFLATION AND THE FED

Inflation data was released on June 13th, with the numbers in line with forecasts. Headline
CPlincreased 0.1% in the month of May (+4.0% y/y) and was lower than the 0.4% increase
in April (+4.9% y/y). Headline inflation is now down 5% from its 12-month high (chart
from Bespoke):
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Core inflation, which excludes food and energy, is still 5.3% higher than a year ago.
However, this is the lowest annual rate since November 2021. Core CPl is expected to
continue its gradual decline in the coming months, due in part to the lagged effects of
housing costs.

Furthermore, “sticky” inflation, which includes a subset of goods and services in the CPI

that change price
relatively infrequently, Inflation Slowly Comes Unstuck

is rolling over. These Excluding shelter, inflation of "sticky" priced items is falling fast
components Of / YOY Sticky CPI / Annualized 3-Month Sticky CPI Excluding Shelter

inflation are thought i
to incorporate
expectations about
future inflation to a
greater degree than
the more volatile
components of CPI.
Encouragingly, outside
of housing, “sticky” CPI ; I i R
prices are falling fast il cel i eNe2

(C h a rt fro m B I oom be rg) : Source: Federal Reserve Bank of Atlanta, Bloomberg

Please see important disclosures at the end of this article
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Overall, these trends suggest that inflation is moving toward a more favorable level.

The Fed held its meeting on Wednesday, and the committee left interest rates unchanged.
The respite comes 16 months after the Fed began its most aggressive rate hike cycle since
the early 1980s, increasing the Fed Funds rate from 0 to a 5%-5.25% range.

Although the Fed refrained from hiking rates in June, they left the door open for at least 2
additional increases sometime in 2023. This was unexpected. The press release reiterated
the desire to see inflation move towards the Fed’s 2% target. During his press conference,
Chairman Powell said the July meeting was “live,” meaning that the Fed is open to raising
rates at the very next meeting.

THE MARKET IS UP WHILE LEADING ECONOMIC
INDICATORS ARE DOWN

While the market has seen double digit gains year-to-date, leading economic data
remains weak. The Conference Board LEl is still signaling a recession over the coming year
(chart from The Conference Board):
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And a majority of economists are still expecting a recession (from Bloomberg):

Two-Thirds of Economists Expect a US Recession
Survey shows a strong consensus for a downturn in next 12 months

Hard Landing Not A Re

Bloomberg

If you include the “Hard Landing Not A Recession” votes as recessionary (what's the
difference??), nearly 85% of economists expect a downturn between now and Summer 2024.

Despite these prevailing uncertainties in the economic backdrop, the stock market has
experienced a robust rally year-to-date. It’s important to highlight that the majority of
these gains are attributable to the performance of the five largest stocks in the index.
These stocks — Amazon, Apple, Microsoft, Google, and NVIDIA—are large, tech-centric
corporations that, combined, make up more than 20% of the S&P 500 index (chart from
Goldman Sachs):

Exhibit 1: The five largest stocks have led the market higher YTD
as of June 8, 2023
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Source: FactSet, Goldman Sachs Global Investment Research

Still, even without the huge lift from the top 5 names, the rest of the index is positive for
the year. This is not what you expect to see if a recession was about to begin.

Please see important disclosures at the end of this article
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To illustrate this point, the following table shows market returns in the 12, 6, and 3 months
before the last 7 recessions (from LPL):

Lackluster Stock Market Performance Ahead of Recessions
S&P 500 Index Gains/Losses Before Start of Recessions (since 1973)

Recession Start Recession 12 Months 6 Months 3 Months
Date End Date Before Before Before
11/30/1973 3/31/1975 -17.8 -86 -8.0
1/31/1980 7/31/1980 142 10.0 121
7/31/1981 11/30/1982 76 1 1.4
7/31/19980 3/31/1991 29 8.2 7.7
3/31/2001 11/30/2001 -22.6 -19.2 121
12/31/2007 6/30/2009 3.5 -23 -3.8
2/29/2020 4/30/2020 6.1 1.0 6.0
Mean 09 -14 -16
Median: 3.5 1.0 -3.8

Source: LPL Research, Ned Davis Research 06/06/23
Indexes are unmanaged and cannot be invested in directly. Past performance is no guarantee
of future results

Average gains were negative across each timeframe, while the median returns were also poor.

Contrast that with today’s data. Through June 9th, the returns over the past 12, 6, and 3
months were approximately 12%, 10%, and 12%, respectively.

The adage “the stock market is not the economy” is often heard on Wall Street. However,
historical trends show that stocks typically underperform when the economy isin a
downturn or heading toward one. We do not seem to be there just yet.

HOW WE ARE THINKING ABOUT THIS CYCLE

VS PREVIOUS SLOWDOWNS AND RECESSIONS
e

While leading indicators continue to point toward recession, the stock market seems to be
pricing in a soft landing. Our base case remains that a recession is likely by Spring 2024.

If there’s no recession by early next year, we might dodge one completely, not just
“postpone”it again. Eventually, the global business cycle will turn up, and growth will

start anew. If that happens, the downturn that began in late 2021 will look more like the
economic slumps of 2011 and 2015 rather than the full-blown recessions we saw in 2008
(Global Financial Crisis) or 2001 (Dot Com Bust and 9/11). The key difference between
slowdowns and recessions? Jobs. In 2011 and 2015, unemployment didn’t really rise. In 2001
and 2008, it did. If the labor market can remain healthy while we continue to make progress
on inflation, a recessionary outcome becomes less likely.
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In summary, the most recent inflation data continues to show a slow but clear decline.

The Fed held rates steady this month but indicated they expect two more rate hikes this
year. Despite weak leading economic data pointing towards an impending recession, the
stock market has remained resilient, staging a strong rally this year that has largely been
driven by the top 5 tech corporations. Historically, stock markets underperform during an
economic downturn, but this pattern is yet to emerge. We still believe there are decent odds
of a recession by Spring 2024, but if it doesn’'t materialize early next year, we might evade it
altogether.

Thank you for reading our latest Macro Musings and for your continued partnership and trust.

FREEDOM

While “freedom” means many
things to many people, many

of our clients talk about the
importance of having the freedom
to make the choices they wantin
different aspects and phases of
their lives. Contact your Corbett
Road Wealth Manager today to
discuss your future and construct
(or review) your plan!
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IMPORTANT DISCLOSURES

The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy,
solicitation to sell, or recommendation to engage in any transaction or strateqy. Past performance may not be indicative of
future results. While the sources of information, including any forward-looking statements and estimates, included in this
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management (CRWM), Spire Wealth Management LLC,
Spire Securities LLC and its affiliates do not guarantee its accuracy.

The views and opinions expressed in this article are those of the authors as of the date of this publication, are subject to change
without notice, and do not necessarily reflect the opinions of Spire Wealth Management LLC, Spire Securities LLC or its affiliates.

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness.
macrocast™ and microcast™ are proprietary indexes used by Corbett Road Wealth Management to help assist in the
investment decision-making process. Neither the information provided by macrocast™ or microcast™ nor any opinion
expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice. Individual
investors should consult with a financial professional before engaging in any transaction or strategy. The phrase “the market”
refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to equities, REITs, high yield
bonds, and other high volatility securities.

Use of Indicators

Corbett Road'’s quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no
guarantee that these models or any of the factors used by these models will result in favorable performance returns.

Individual stocks are shown to illustrate market trends and are not included as securities owned by CRWM. Any names held by
CRWM is coincidental. To be considered for investment by CRWM, a security must pass the Firm's fundamental review process,
meet certain internal guidelines, and fit within the parameters of the Firm’s quantitative models.

Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated
company, Spire Securities, LLC, a Registered Broker/Dealer and member FINRA/SIPC. Registration does not imply any level of
skill or training.
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