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m The S&P 500 experienced a 1.6% decline in August but remains 18.7% higher on the year, while the Bloomberg
Aggregate Bond Index is up a paltry 1.4% for the year to date.

= During his Jackson Hole speech, Jerome Powell reaffirmed the Fed’s commitment to a 2% inflation target, solidifying its
“higher for longer” stance on interest rates.

m Job openings softened, albeit from exceptionally tight levels, and consumer confidence declined as elevated inflation
continued to frustrate consumers.

m  Congress returned from recess at the end of August and is already gearing up for another showdown as a potential
government shutdown looms.

Overview

The S&P 500 ended August with negative monthly returns for the first time since
February. Despite being down 1.6% on the month, the S&P 500 is still up 18.7% year to
date. It has not been an easy year for bonds. The Bloomberg Aggregate Bond Index is up

10-year Treasuries are on only 1.4% year to date, and for the month of August, it was down 0.6%. Since 1976, the
pace to experience their Bloomberg Aggregate Bond Index has averaged just two months per year when its
third consecutive year of monthly returns fell below -0.6%, yet this has happened 11 times since the start of 2022.
negative returns, an As of the end of August, 10-year Treasuries were on pace to experience their third
occurrence that has not consecutive year of negative returns, an occurrence that has not happened in U.S.
happened in U.S. history history.!

As summer comes to an end, so does the second-quarter earnings season. With 99% of
companies reporting, the blended year-over-year earnings for S&P 500 companies shows
that earnings declined by 4.1%, the third consecutive quarter of decline.?

Equity Valuations Remain Elevated, Even with Hopes for Solid 2024 Earnings Growth
S&P 500 Forward Price To Earnings: Next 4 Quarters
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Powell reiterated the Fed'’s
commitment to a 2% inflation
target

The intertwining of markets
and politics will increasingly
come into focus for investors
given next year’s election

The labor market shows
some signs of cooling down

This growth rate is well below both the five-year average of 12.0% and the ten-year
average earnings growth rate of 8.5%.2 For the full-year 2023, year-over-year earnings
estimates are up slightly, reaching 1.2% at the end of August, compared to 0.5% at the
end of June.? The forward price-to-earnings (P/E) for the S&P 500 is currently 18.8 which
is just above the five-year average of 18.7 and 10-year average of 17.5.2

Although the Federal Open Market Committee (FOMC) did not meet in August, Federal
Reserve Chair Jerome Powell’s speech at the annual Jackson Hole Economic Symposium
provided insights into the Fed’s plans through 2024. Powell reiterated the Fed’s “higher for
longer” message and confirmed its commitment to a 2% inflation target.® He also put any
rumors the Fed was contemplating a higher inflation target solidly to rest.*
“It is the Fed'’s job to bring inflation down to our 2% goal, and we will do so. We
have tightened policy significantly over the past year. Although inflation has
moved down from its peak—a welcome development—it remains too high. We

are prepared to raise rates further if appropriate...”

Crude oil inventories have dropped below 2022 levels and the U.S. strategic petroleum
reserve (SPR) was increased by 3.6 million barrels over the past four weeks, a small start
in the attempt to replenish the 247-million-barrel drawdown authorized by the Biden
administration to keep oil prices contained since the Russian invasion of Ukraine.>57
Overall, U.S. crude oil inventories, including SPR, have dropped to 46 days’ worth of
supply—well below the average since 1980 of 65 days’ worth.2 Combined with a steady
decline in rig counts since December 2022, West Texas Intermediate (WTI) crude oil
prices have been increasing since July 2022, reaching $83 at the end of August. Given
their significance to the average consumer, gas prices are often viewed as a proxy for
inflation, which remains a key issue for voters. As such, gas prices have historically had an
inverse relationship with presidential approval ratings, and 2023 is following that trend.
Biden’s approval rating is once again declining and near the lowest of his term, which
came in June and July 2022 when national gas prices reached a high of $5.02 per
gallon.®™ This dynamic serves as a reminder of the intertwining of markets and politics,
which will increasingly come into focus for investors given next year’s election.
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Job openings in information
industries shot up to an all-
time high

Excess savings have likely
been exhausted

The labor market shows some signs of cooling down. U.S. job openings dropped to 8.8
million in July, dipping below 9 million for the first time since March 2021, despite still
being well above pre-pandemic levels." Voluntary resignations (or quits) have dropped
back to pre-pandemic levels, and the average U.S. quit rate sits at around 2.3%."" The
largest decline in job openings was in business and professional services (-198,000 from
June to July) and government (-155,000 from June to July)." In contrast, job openings in
information industries shot up by 101,000, an all-time high, begging the question of
whether generative Al is already starting to influence the labor market.

Labor Market Cooling, but Job Openings in the Information Sector Jumped
Total Seasonally Adjusted Non-Farm Job Openings by Sector, Thousands
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Source: U.S. Bureau of Labor Statistics. As of 7/31/2023.

Underpinning the impact of rising gas prices and the cooling labor market, the
Conference Board’'s Consumer Confidence survey dropped by 7.9 points to 106.1—its
largest month-to-month decline in two years. Consumers cited rising prices (particularly
groceries and gasoline prices) and the tighter job market as the primary reasons for the
dip.*?

The personal savings rate (as a percentage of disposable personal income) ticked down
to 3.5% in July from 4.3% in June and is now well below the historical average of 8.9% as
measured since 1952."% The Johnson Redbook Index, a weekly measure of retail sales
growth year over year, has steadily declined since December 2021, dipping into negative
territory in July. However, it rebounded in August to levels last seen in early April.* The
Federal Reserve’s Beige Book (a publication recording current economic conditions
across the 12 Federal Districts) points to a slowdown in spending on certain retail
categories, especially non-essential items.'® Districts also reported that excess savings
have likely been exhausted, which has been corroborated by research by JP Morgan and
the San Francisco Federal Reserve.’'®'" Interestingly, the number of mentions of
“recession” in the Beige Book increased to 15, up from the three mentions in July.™ In
contrast, an increasing number of FOMC committee members no longer believe that a
recession will occur in 2023/24."8

Congress returned from its annual month-long recess at the end of August and is already
squaring off for another government shutdown fight. Even though the debt ceiling debate
is settled until after the November 2024 elections, another fiscal debate is now looming.
Congress needs to pass 12 appropriation bills to fund all government agencies and
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Most asset classes ended

August with negative
returns

federal programs before September 30.'° If Congress cannot pass these bills by October
1 (the start of the government’s fiscal year), a “continuing resolution” will need to be
passed to temporarily extend funding. Without an agreement or a continuing resolution, a
government shutdown may be inevitable.’ Unlike the recent debt ceiling agreement, this
is likely just a case of political posturing before the election and is unlikely to cause any
major issues for the economy.

Markets

The hot streak that markets had been on over the summer took a pause, and most asset
classes ended August with negative returns. U.S. large cap stocks fared better than
international counterparts. The S&P 500 fell 1.6%, and the MSCI EAFE ended August
down 3.8%. After outperforming the S&P 500 by 3.7% in 2022, the MSCI EAFE now trails
the S&P 500 by 7.4% year to date. U.S. small and micro-cap stocks fared worse than
international counterparts. The Russell 2000 ended August down 5.0%, and the MSCI
EAFE Small Cap ended the month down 3.3%. Emerging and frontier market stocks were
the worst-performing asset class in August.

Fixed income posted poor returns in August, as international developed market bonds
ended the month down 2.2%. Japan’s bonds fared worst, followed by Israel and Sweden.
Midstream energy ended August up 0.5% and remains the second-best performing asset
class year to date after U.S. large cap stocks.

August 2023 Key Market Total Returns
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In foreign markets, the Chinese government announced on August 28 that the stamp duty
on securities trading would be halved in efforts to restore investor confidence after
international investors dumped a record $12 billion of Chinese stocks in August due to the
country’s deteriorating economic outlook.?%?! This is the first change to the stamp duty on
Chinese stock trading since 2008.%
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The yen’s buying power has
dropped to a 53-year low

Why stretch for returns when
risk-free short-term bonds
offer relatively attractive
yields?

On August 31, following guidance from the People’s Bank of China, several major
Chinese cities, including Shanghai and Beijing, announced eased mortgage requirements
for some homebuyers in efforts to revive the country’s beleaguered property sector.
People will now be allowed to take preferential loans for first-home purchases regardless
of credit records, minimum downpayments will be cut to between 20% and 30% (from
30% to 40% previously).224

Japan is facing a set of increasingly complex challenges. The yen’s buying power has
dropped to a 53-year low, and the Bank of Japan’s real effective exchange rate (a
measure of a currency’s strength relative to a basket of other currencies) dropped to
74.3.2 The Bank of Japan continues to purchase staggering amounts of Japanese
government bonds, totaling almost $3 trillion in purchases since 2020.2¢

Looking Forward

Despite the recent pick up in retail spending and general resilience in the economy, we
do not want to lose sight of the big picture: history strongly suggests that after aggressive
rate-hiking cycles, risky assets produce sub-par outcomes. This seems especially likely
given that equities already enjoyed high valuations and considerable allocations at the
start of the rate-hiking period. Given that forward price-to-earnings multiples for the S&P
500 are at the higher end of historical ranges, stocks aren’t cheap in isolation. Further,
relative to short-term bonds, which now sport a substantial yield premium, they are more
expensive than at any point since 2002. Further, in light of recent high returns for the S&P
500 and improving sentiment, allocations to stocks have drifted up to some of their
highest allocations in history.?’

Relative to Short-Term Bonds, Stocks are More Expensive Than Any Point Since 2002

S&P 500 Earnings Yield minus 2-Year Treasury Yield, % (1/1/2001 - 8/31/2023)
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Taken together, we favor the reward-to-risk of a diversified portfolio that is generally light
on equities, as well as credit and interest rate risk, and heavy on the risk-free returns
offered by short-term Treasuries. Our humble question is, why stretch for returns?
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DISCLAIMER

Magnus Financial Group LLC (“Magnus”) did not produce and bears no responsibility for any part of this report whatsoever, including but not limited
to any microeconomic views, inaccuracies or any errors or omissions. Research and data used in the presentation have come from third-party
sources that Magnus has not independently verified presentation and the opinions expressed are not by Magnus or its employees and are current

only as of the time made and are subject to change without notice.

This report may include estimates, projections or other forward-looking statements, however, due to numerous factors, actual events may differ sub-
stantially from those presented. The graphs and tables making up this report have been based on unaudited, third-party data and performance infor-
mation provided to us by one or more commercial databases. Except for the historical information contained in this report, certain matters are for-
ward-looking statements or projections that are dependent upon risks and uncertainties, including but not limited to factors and considerations such
as general market volatility, global economic risk, geopolitical risk, currency risk and other country-specific factors, fiscal and monetary policy, the

level of interest rates, security-specific risks, and historical market segment or sector performance relationships as they relate to the business and
economic cycle.

Additionally, please be aware that past performance is not a guide to the future performance of any manager or strategy, and that the performance
results and historical information provided displayed herein may have been adversely or favorably impacted by events and economic conditions that
will not prevail in the future. Therefore, it should not be inferred that these results are indicative of the future performance of any strategy, index, fund,
manager or group of managers. Index benchmarks contained in this report are provided so that performance can be compared with the performance
of well-known and widely recognized indices. Index results assume the re-investment of all dividends and interest and do not reflect any management
fees, transaction costs or expenses.

The information provided is not intended to be, and should not be construed as, investment, legal or tax advice nor should such information con-
tained herein be construed as a recommendation or advice to purchase or sell any security, investment, or portfolio allocation. An investor should
consult with their financial advisor to determine the appropriate investment strategies and investment vehicles. Investment decisions should be made
based on the investor’s specific financial needs and objectives, goals, time horizon and risk tolerance. This presentation makes no implied or ex-
press recommendations concerning the way any client's accounts should or would be handled, as appropriate investment decisions depend upon
the client's specific investment objectives.

Investment advisory services offered through Magnus; securities offered through third party custodial relationships. More information about Magnus
can be found on its Form ADV at www.adviserinfo.sec.gov.

TERMS OF USE

This report is intended solely for the use of its recipient. There is a fee associated with the access to this report and the information and materials
presented herein. Re-distribution or republication of this report and its contents are prohibited. Expert use is implied.

DEFINITIONS

Asset class performance was measured using the following benchmarks: U.S. Large Cap Stocks: S&P 500 TR Index; U.S. Small & Micro Cap: Rus-
sell 2000 TR Index; Intl Dev Large Cap Stocks: MSCI EAFE GR Index; Emerging & Frontier Market Stocks: MSCI Emerging Markets GR Index; U.S.
Intermediate-Term Muni Bonds: Bloomberg Barclays 1-10 (1-12 Yr) Muni Bond TR Index; U.S. Intermediate-Term Bonds: Bloomberg Barclays U.S.
Aggregate Bond TR Index; U.S. High Yield Bonds: Bloomberg Barclays U.S. Corporate High Yield TR Index; U.S. Bank Loans: S&P/LSTA U.S. Lever-
aged Loan Index; Intl Developed Bonds: Bloomberg Barclays Global Aggregate ex-U.S. Index; Emerging & Frontier Market Bonds: JPMorgan EMBI
Global Diversified TR Index; U.S. REITs: MSCI U.S. REIT GR Index, Ex U.S. Real Estate Securities: S&P Global Ex-U.S. Property TR Index; Commodi-
ty Futures: Bloomberg Commodity TR Index; Midstream Energy: Alerian MLP TR Index; Gold: LBMA Gold Price, U.S. 60/40: 60% S&P 500 TR Index;
40% Bloomberg Barclays U.S. Aggregate Bond TR Index; Global 60/40: 60% MSCI ACWI GR Index; 40% Bloomberg Barclays Global Aggregate
Bond TR Index.

About Magnus

Magnus Financial Group LLC is an SEC-registered, independent investment MAGNUS
advisory firm located in New York City. Magnus provides customized wealth <"
management and financial planning services for clients in all phases of their

lives. As an independent RIA, Magnus provides high-quality service with a 90 Park Avenue, Suite 1800,
personalized client approach. Magnus was founded in 2017 and consists of New York, NY 10016
a team of wealth advisors and personnel that supports a variety of

departments including: investment & insurance operations, research and (800) 339-1367
trading, compliance and marketing.

Leamn more: Visit magnusfinancial.com service@magnusfinancial.com
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