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MARKET & ECONOMIC SNAPSHOT

WHAT HAPPENED WHY IT MATTERS

Stock markets showed strong performance,
TThe US stock market* was up 10.2% in the first despite persistently high inflation, which reduced
STOCK MARKET quarter of 2024 and 29.8% for the 12 monthes. expectations for Federal Reserve interest rate
cuts. Stocks have now reversed the bear market
losses suffered in 2022.
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Bond prices dropped in response to the Fed's
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BOND MARKET SSI?SS ! BE/elflo?‘?h/; ]'2 r;h:n,:;]rzt qudrter but were decision to maintain current interest rate levels to
pLo% ' continue its fight to dampen inflation.

Keeping interest rates at a high level dampens

INTEREST Fed officials have left interest rates at about the economy, making it expensive to borrow. The

RATES 5.3% since July 2023. expectation is that when rates remain high for
long enough, inflation becomes under control.

Consumer Price Index or CPI inflation figure Stubborn inflation readings suggest the Fed will
INFLATION measured 3.5% in March, unchanged from likely maintain interest rates at current levels for
February. the foreseeable future.

Employment*** increased by 303,000 jobs in
March, according to the Bureau of Labor

LABOR Statistics. The unemployment rate fell to 3.8%
from 3.9% in February.

* MORNINGSTAR US STOCK MARKET INDEX

Despite the labor market’s strength, annual wage
gains continued to slow, indicating that inflation
pressures are improving.

** MORNINGSTAR US CORE BOND INDEX
*** NONFARM PAYROLL, SEASONALLY ADJUSTED (BLS)




STOCK MARKET SNAPSHOT

After a few initial weeks of losses, the US Market Index* Q12014 US STOCK MARKET PERFORMANCE
gained 10.2% during the first quarter. The market rose 2 Morningstar
29.8% for the trailing 12 months ending in March. While US Stock
big tech stg;ks**, up 13.1%, dr.O\./e market performance, Market Index
the “Magnificent Seven”"—Nvidia, Tesla, Meta, Apple, 8 .
Amazon.com,  Microsoft, and  Alphabet—showed Gains
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significant market dispersion in Q1 2024. For example,
Nvidia was up 82% for the quarter, whereas Apple was
down more than 10%.
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**Morningstar US Technology Index Jan1 Feb March 1 March 29

2024

Source: Morningstar

OUTSIDE THE US

Most regional markets outside the US were in positive territory. Developed Markets were
up over 5%, with Japan, the best-performing major market, leading the pack up 18.2%.
China’s stock market continues to struggle and was down 0.5% as many countries pushed
back against cheap Chinese imports, such as steel, ceramics and chemicals. The US and
European Union have threatened to impose trade barriers on Chinese electric vehicles.

“China is too large to export its way to rapid growth,” Treasury Secretary Janet Yellen said
as reported by the Wall Street Journal. “And if policies are oriented only at generating
supply and not also at generating demand, global spillovers will result.”

18.2%
. o
(April 5, 2024) As China shock 2.0 brings flood of cheap goods, Brazil and India join U.S., ‘

Europe in backlash - WSJ. Available here (Accessed: 09 April 2024).


https://www.wsj.com/world/china/china-shock-2-0-sparks-global-backlash-against-flood-of-cheap-goods-d394238b?mod=Searchresults_pos3&page=1
https://www.wsj.com/world/china/china-shock-2-0-sparks-global-backlash-against-flood-of-cheap-goods-d394238b

Falight

Bond prices dipped early in 2024 as investors reconsidered the Fed's decision to maintain interest rates at
current levels to dampen stubbornly high inflation. The Core Bond Index ended the first quarter down
0.8%, while US Treasury bonds overall dropped 0.9%. Long-term bonds experienced the worst losses (2.3%
down) as they are more sensitive to changes in interest rates than short-term bonds (0.2% down). Bond
prices drop when interest rates rise.

High yield bonds—lower quality, higher risk bonds—were a bright spot for fixed income, delivering 1.5% in
price performance.

The Fed’s aggressive policy to raise Fed-funds rates left the yield curve inverted since July 2022, suggesting
Investors have a pessimistic outlook about the economy. While an inverted yield curve is often seen as a
sign of a coming recession, this economic cycle has yet to produce a downturn. Not all inverted yield
curves lead to recessions, but all recessions have been preceded by an inverted yield curve.
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STOCK & BOND INDEX PERFORMANCE

Oil prices ticked
higher

Big Tech driving
overall market

Challenged by
high interest
rates

ASSET CLASS PERFORMANCE

EQUITIES Q4 2023 2023

U.S. STOCK MARKET 10.24% 29.78%

DEVELOPED STOCK MARKETS EX-U.S. 5.37% 15.54%

EMERGING STOCK MARKETS 2.29% 10.52%

SECTORS

UTILITIES 4.95% 0.61%
I ENERGY 13.25% 18.53%
| TECHNOLOGY 13.07% 46.81%

REAL ESTATE | -0.70% 9.63%

FIXED INCOME

U.S. CORE BONDS | -0.75% 1.56%

U.S. TREASURIES | -0.86% 0.01%

U.S. HIGH YIELD 1.53% 11.13%

10+ YIELD TREASURY BOND l -3.04% I -6.33%




INFLATION SNAPSHOT /

The Consumer Price Index or CPI, which measures headline inflation, climbed 3.5% through
March, the third month the measure came in higher than economists expected. However,
this figure is substantially lower than its peak of 9% in 2022.

Core inflation, which cuts out volatile food and energy prices, rose 3.8% through March. The
persistently high cost of essential goods and services such as housing, health care, car

insurance and electricity, have proven more resistant to the Fed’s aggressive interest rate
policies.

These results make it unlikely that the Fed will change its policy of higher interest rates any
time soon to dampen hot inflation.



LABOR SNAPSHOT

Employers added 303,000 jobs
iIn March on a seasonally
adjusted basis, the Labor
Department reported, while the
unemployment rate measured
3.8%. Health care, social
assistance work, and state and
local government jobs again
drove job gains.

While a strong labor market
demonstrates the resilience of
the US economy, it also
confounds the Fed’'s goals to
cool the economy in the face of
persistent inflation.

Change In Number of Jobs, Thousands

MONTHLY INCREASE IN US JOBS
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303,000 new jobs in
March 2024



GLOSSARY

Asset Classes

A grouping of investments that exhibit similar
characteristics, are subject to the same laws and
regulations and often behave similarly to one
another in the marketplace.

Bond Issuers

Governments, banks, corporations, municipalities,
or special purpose vehicles that borrow money
from bond investors with the promise of paying
periodic interest and repayment of the principal
amount upon maturity of the bonds.

Equity Sectors

Categories of companies that operate in different areas of business. According to the Global Industry
Classification Standard, there are 11 stock market sectors: Financials, Utilities, Consumer Discretionary,
Consumer Staples, Energy, Healthcare and Industrials.

Federal-Funds Rate

The target interest rate range, set by the Federal Open Market Committee (FOMC), at which commercial
banks borrow and lend their excess reserves to each other overnight. The FOMC, which is the
policymaking body of the Federal Reserve System, meets eight times a year to set the target federal
funds rate, which is part of its monetary policy.



Gross Domestic Product (GDP)
A monetary measure of the market value of all the final goods and services produced in a specific time
horizon by a country or countries. GDP is a key indicator of the size and health of a country’s economy.

Market Dispersion
The range of potential performance returns an investment generates based on risk.

Market Rally
A broad increase in market prices after a market crash or persistently down market.

Recession
A significant, widespread, and prolonged downturn in economic activity commonly classified as two
consecutive quarters of negative gross domestic product (GDP).

Inflation

e Headline Inflation
The general increase in prices that includes all goods and services in an economy. It considers the price
changes across various sectors, including food, energy, housing, transportation, and other consumer
goods. Headline inflation is reported through the Consumer Price index or CPI.

e Core Inflation
The general rise in prices excluding certain volatile components, such as food and energy prices. The
purpose is to focus on the underlying inflation trend by removing the short-term fluctuations. Core
inflation provides a more stable and long-term measure of inflation, reflecting the general price changes
in non-volatile sectors of the economy.



e Disinflation
A decrease in the rate of inflation, meaning the prices of goods and services rise more slowly.

e Deflation
A general decrease in prices.

Yield Curve
Graphical representation that plots bond time-to-maturity against yield.

e Normal Curve: An upward-sloping curve in which bond yields of the same credit quality increase as
time-to-maturity increases. A normal yield curve is most commonly associated with positive
economic growth.



FAIRLIGHT ADVISORS LLC: DISCLOSURES

The information in this presentation is provided “AS IS” and
without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Fairlight
Advisors LLC (referred to as “Fairlight”) disclaims all warranties,
express or implied, including, but not limited to, implied
warranties of merchantability, non-infringement, and suitability
for a particular purpose.

Fairlight does not warrant that the information will be free from
error. None of the information provided in this presentation Is
intended as investment, tax, accounting or legal advice, as an
offer or solicitation of an offer to buy or sell, or as an
endorsement of any company, security, fund, or other securities

non-securities offering. The information should not be relied upon for purposes of transacting securities
or other investments. Your use of the information is at your sole risk. Under no circumstances shall
Fairlight be liable for any direct, indirect, special or consequential damages that result from the use of, or
the inability to use, the materials in this site, even If Fairlight or a Fairlight-authorized representative has

been advised of the possibility of such damages.

In no event shall Fairlight Advisors LLC have any liability to you for damages, losses, and causes of action
for accessing this site. Information presented here should not be considered a solicitation to buy, an offer
to sell, or a recommendation of any security in any jurisdiction where such offer, solicitation, or

recommendation would be unlawful or unauthorized.
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Contact Us Today!

support@fairlightadvisors.com

844.309.6248

www.fairlightadvisors.com


https://www.fairlightadvisors.com/contact

