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Higher for Longer

The recent message from the markets and the

U.S. Federal Reserve (Fed) is that the widely anticipated
rate cuts are not going to come as fast and to the degree
that they were previously anticipated. When the year
began, market participants were expecting (as priced by
trading in the futures markets) five to six quarter-point
rate reductions for 2024 beginning in the first quarter. At
the same time, the Fed was guiding toward three, based
on rhetoric and the “dot plot.” The Fed was clear in its
communication that it wanted confirmation that inflation
was headed convincingly toward the 2% target before it
began lowering the target federal funds rate.

Fast forward to April, and the narrative has changed.
Inflation has been surprisingly resurgent, the underlying
strength of the economy better than anticipated, and the
markets are now pricing for one to two rate cuts over
the balance of this year. Fed Chairman Jerome Powell, in
recent comments, stated that, “Recent data have clearly
not given us greater confidence” that inflation is coming

April 2024

fully under control and, “instead indicate that it’s likely to
take longer than expected to achieve that confidence.” “If
higher inflation does persist,” he said, “we can maintain the
current level of [interest rates] for as long as needed.”

In the past several weeks, data has shown that inflation
remains stubbornly above the Fed’s 2% target and that the
economy continues to grow at a good clip. Year-over-year
inflation grew at 3.5% as measured by the Consumer Price
Index (CPI) in March, the third consecutive monthly gain,
and core CPI (excluding volatile food and energy prices) rose
to 3.8% in March. The stronger inflation data features some
familiar themes: shelter inflation remains stubbornly high
(5.7%), services rose 5.3% in March, and higher gas prices (up
approximately 28% year-to-date) will keep inflation at the
forefront for consumers and investors. In addition to higher
inflation, the labor market remains strong, with nonfarm
payrolls up 829,000 in the first quarter; personal income
remains strong; and the Atlanta Fed GDPNow current
estimate for second-quarter GDP is 3.9% (as of April 26),
which would represent a strong rebound for a disappointing
first quarter.
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This ongoing repricing of Fed expectations and stronger

inflation data have led to volatility in the financial
markets. Equity weakness accelerated in the first

two trading weeks of April, and bonds have not been
immune to the selling pressure. The 10-year Treasury
started the year with a yield under 4% and recently
touched 4.67%, while stocks have generally struggled.
While still higher year-to-date, the S&P 500 and
NASDAQ are down 3.81% and 3.14%, respectively, in
the second quarter, and small-cap stocks are off 7.4%
since the beginning of April.

Interestingly, this weakness comes at the same time
that the Bank of America-Merrill Lynch Fund Manager
Survey shows that fund managers have turned more
bullish. Per a J.P. Morgan note, for the first time since
December 2021, fund managers are, on net, expecting
astronger economy. This share jumped 12% over the
past month with overall growth expectations at their
most bullish since September 2021. Typically, growth
expectations from this survey have correlated with
the path of the S&P 500. This bullish view is leading to
repositioning, with equity allocations generally higher,
and fully one-third of respondents overweight stocks,
the highest since January 2022.

S&P 500 When 10-Year Yield Crosses 5%
1978 - Current

While the recent weakness and volatility have been
unnerving for some, we would characterize this as
relatively normal. We still believe that the next move
from the Fed will be to lower rates and believe it will
happen in 2024. We would suggest that rate cuts have
been delayed as opposed to being taken completely off
the table. The underlying strength of the economy is a
good sign and, based on what we know today, argues
that the economy remains on track to avoid a full-blown
recession. The equity strength—from late October until
late March’s record high close for the S&P 500—was
unsustainable, and this ongoing consolidation is natural
and healthy.

In the days ahead, one thing to pay particular attention
tois bond yields. Historically, bond yields have peaked
before the last rate hike of a tightening cycle, and we
were confident in our opinion that the high in yields was
set last October at 5% for the 10-year Treasury. Recent
activity can best be described as a rout, and while the
10-year didn’t breach 4.70%, momentum was clearly
toward higher yields. The 5% level would be significant
psychologically, but stock performance has historically
deteriorated with yields above that level.

-b.8

Subsequent 3M Return Subsequent 6M Return

B S&P 500 in All Periods S&P 500 After 10-Year Crosses 5%

Source: RWM
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Key Q1 Dates

- January 24 - The People’s Bank of China delivered a surprise 50-basis-point (bp) cut to its reserve
requirement ratio.

« January 26 - PCE came in as expected bolstering thoughts that inflation was declining to Fed’s target.

» January 31 - Fed left rates unchanged.

« February 2 - The employment report was very strong with upward prior-month revisions. Nonfarm payrolls
increased by 353,000.

» February 21 - NVIDIA beat earnings and raised guidance reinforcing the strength in Al-related companies.

» March 12 - U.S. CPI was hotter than expected for the second consecutive month.

» March 20 - Fed left rates unchanged and maintained three-cut guidance for this calendar year.

Global Stock Market
MSCI ACWI in USD

3/20/2024, 778.06

o~

A
< 7

3/12/2024, 775.71

2/2/2024, 740.45
-

‘ N 2/21/2024, 747.91
1/26/2024, 733.77

() V
1/24/2024, 730.96 "'

1/31/2024, 730.84

As of March 31, 2024
Source: Bloomberg



One North Brentwood Boulevard, Suite 850

BENJAMIN E EDWARDS’ St. Louis, Missouri 63105

(855) 382-1600

INVESTMENTS for GENERATIONS® e
www.benjaminfedwards.com

Asset Class Returns
Q1 2024

34.42 34.51

mQl m1-Year

As of March 31, 2024
Source: Conway

Fixed Income
« Treasury and other sovereign debt yields fell across the board in March, creating a small tailwind for core fixed income.
Municipals were flat last month as the asset class is often technically driven.
« Credit spreads continued to tighten in March, fueling gains in high yield, floating rate loans and emerging-market debt.
» The U.S. dollar weakened in March, providing another tailwind for non-U.S. assets.

Equities

» U.S. equity markets remained resilient in March, led by solid gains in small caps and value stocks. The Nasdaqg was the
laggard, but still gained 1.8%.

» Small caps beat large caps last month, and value stocks outpaced growth stocks across all market caps.

« U.S. equities ended the first quarter with some of the best quarterly gains ever.

» Non-U.S. equities generally outperformed U.S. equities in March, led similarly by small caps and value stocks.

» While small caps slightly outperformed large caps, value beat growth within EAFE markets by about 200 bps.

» Emerging markets lagged developed markets last month, dragged down by weakness in Eastern Europe, Latin America
and China.

« Currency provided a boost to non-U.S. equities.

Alternatives

- Real estate had a weak (and negative) quarter primarily due to higher yields.

 Energy prices were very strong leading to strong gains in master limited partnerships and some gains in the broader
commodity complex.
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Inflation

Core Inflation

Personal Consumption Expenditures less Food & Energy

« Inflation continued to decline
during the first quarter on a
year-over-year basis and is
nearing the Fed’s target.

» The Fed’s favored measure
of inflation (core PCE) fell
to 2.7% (year-over-year)
in February (latest data
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» Housing-related inflation
remains “sticky.”
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As of February 29, 2024
Source: Haver

Inflation Expectations

Market- and Survey-Based Inflation Expectations

« Survey-based inflation
expectations remain high,
relative to market-based
indicators.

« Both have declined from
peak levels this cycle.

« The University of Michigan-
expected inflation rate for
the next five years is 2.8%,
while the five-year inflation
rate from the spot TIPS
market is 2.4%.

» The Fed pays close attention

== Calculated 5-Year Forward Inflation Rate to inflation expectations
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=== 5-Year Nominal Minus 5-year TIPS Rate as a leading indicator of
University of Michigan: Expected Inflation Rate Next 5 Years consumer spending habits.

== University of Michigan: Expected Inflation Rate Next Year

As of March 31, 2024
Source: Haver
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Recession Fears

Federal Reserve
Federal Bank of New Federal Reserve Federal Reserve
Reserve Bank York - Probability Bank of Cleveland Board - Excess
of Saint Louis of U.S. recession - Probability bond premium
- Smoothed predicted by of recession implied recession
Recession Treasury spread, calculated from the risk over next
Probability 12 months ahead yield curve 12 months
(yield curve model)

58.3% 18.2%
Steady Steady Steady

Source: BFE, Haver

Bloomberg
consensus of
private economists

» Economists continue to worry about a recession in 2024.
« Yield curve-based models are forecasting a recession.
» The majority of other models and surveys are not.

Restrictive U.S. Monetary Policy
10-Year Treasury Minus 3-Month Treasury Bill
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As of March 31, 2024
Source: Haver

 Theyield curve (10 years versus 3 months) has been inverted for 17 consecutive months.
 This persistent inversion has increased fears of recession.
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Monetary Policy

Implied Policy Rate (%)

- Fed expectations were little
changed during the quarter
in terms of number of cuts.

« Market expectations and Fed
guidance have converged
around two to three quarter-
point cuts this calendar year.

« Comments from multiple Fed
officials have put forth that
it is appropriate to wait until
thereis a clearer indication
that inflation is slowing
toward the 2% target before
cutting rates. Recent strong
data has pushed back the
projected timing of those
developments.

As of March 31, 2024
Source: Bloomberg

Implied Fed Funds Rate 6-Months Hence

%

+ Fed funds futures show the
change in Fed expectations
over first quarter of 2023.

+ The six-month contract
(expected federal funds rate
six months from now) yield
increased over the quarter.

« Stronger-than-expected
inflation data has pushed
expectations of interest-rate
cuts further into the future.

As of March 31, 2024
Source: Bloomberg
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U.S. Treasury Curve U.S. Treasury Yield Curve

Yields at the longer end of
theyield curve rose intra-
quarter as inflation exceeded
expectations early in the year.
This raised concerns about the
timing and magnitude of any
changes by the Fed to policy.

P »

Maturity

—12/31/2023 3/31/2024

Source: Bloomberg

Government Bond Government Bond Yield Curves
Curves End of Q4 2023

Global bond yields were
mixed during the first
quarter as monetary policy is
at/near an inflection point in
many countries.

Yield (%)

Term

Germany

As of December 31, 2023
Source: Bloomberg
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Fixed Income Fixed Income Performance
Performance (Q1) QI 2024

Rising yields were a headwind
for fixed-income investors

in the first quarter. The
benchmark Treasury index was
down over 2%, and only high
yield posted positive returns
for the quarter. High yield was
aided by “carry” of more than
7.5% and stronger equities. US. Aggregate

U.S. Treasury

U.S. Corporates

U.S. High Yield

Global Aggregate

o o o
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Excess Return Over Treasuries M Total Return

As of March 31, 2024
Source: Bloomberg

Credit Junk Bond Yields vs. Junk Bond Spreads

Strong equity markets provided ICE BofA Merrill Lynch High Yield Master less 5-Year Treasury

a strong tailwind for high-yield
bonds. Credit spreads remain
narrow relative to history, but
yields (carry) are compelling for
multi-asset portfolios.
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As of March 31, 2024
Source: Haver
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Credit

Fixed income continues to offer compelling yields, particularly relative to equity dividends.

Comparative Yields
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== S& P 500 Dividend Yield ICE Bof A Merrill Lynch High Yield Master

ICE BofA Merrill Lynch Corporate Master e====10-Year Treasury Note

As of March 31, 2024
Source: Haver
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Equity — Value vs. Growth Large Cap Value/Large Cap Growth - Q1 2024

Value outperformed growth Russell 1000 Value/Russell 1000 Growth
across the size spectrum.
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>1 = Value outperforms
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As of March 31, 2024
Source: Bloomberg

Equity — Large vs. Small Large Cap/Small Cap - Q1 2024

Large cap outperformed small S&P 500/Russell 2000

cap during the first quarter.

>1 = Large cap outperforms

<1 = Small cap outperforms

As of March 31, 2024
Source: Bloomberg
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U.S. Equities —
Return by Sector

The first quarter was very
strong for equities, with
all sectors higher. Market
breadth broadened

as evidenced by the
performance of the equal-
weighted S&P 500 vs. the

cap-weighted index in March.

Country Total Returns
(%) — 10 Largest
Economies

Global equities were
generally higher for the first
quarter with Brazil as the
lone exception. Longer-term
trailing returns have been
very strong, led by the U.S.
and, surprisingly, Japan.
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S&P 500 Sector Returns
Q1 2024

Energy

Financials

Real Estate

Utilities

Materials

Consumer Staples
Industrials

Health Care
Communication Services
Consumer Discretionary
Information Technology
S&P 500 Equal Weighted

S&P 500

&
2

As of March 31, 2024
Source: Conway
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Country Total Equity-Market Returns
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10.55
10.00
5.00

0.00

As of March 31, 2024
Source: Bloomberg
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U.S. Equity Factors — Total Return: Core Factors

Total Return Q1 QI 2024

Consistent with the broader

markets, all of the core s&P 500 7 20.90%

factors were broadly stronger
in the first quarter, and all
factors posted positive
returns for the trailing year, S G W
with most in double figures. 52 500 Low Volatilty

S&P 500 Growth
,

S&P 500 Momentum

S&P 500 Quality
S&P 500 Value
S&P 500 Dividend Aristocrats

o
o

H1l-Year mQl

As of March 31, 2024

Source: S&P
Investing at Market Investing at Highs Has Not Notably Impacted Returns
Highs Average S&P 500 Forward Price Return Across Period: 1970-Present
The S&P 500 has achieved )
multiple record-high 0%
closes year to date. Over 20.20%
the long haul investing at 20.00%
all-time highs has not been
detrimental to returns. 15.00%

10.00%

4.40% 4.40%

&

M Investing at All Time Highs M Investing at Non All Time Highs

As of March 31,2024
Source: J.P. Morgan
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Alternative Returns Alternative Returns

Alternative strategies and QI 2024

asset classes were generally
positive in the first quarter
and for the trailing year.
Higher interest rates and
broader equity market
participation has helped 10 Hedge Fund Multi-Strategy 11.42%
hedge fund returns generally.

FTSE NAREIT 14.69%

Bloomberg Commodity

Bloomberg Barclays Aggregate

S&P 500
10.56%

s* N
N K

1-Year mQl

As of March 31, 2024
Source: Conway

Oil and Gold 0il and Gold Prices

Oil and gold are both
rising, with gold at record-
high prices. Gold is often
thought of as an inflation
or fiat currency hedge
while oil feeds inflation.

$/Ounce Gold
$/Barrell Oil
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As of March 31, 2024
Source: Bloomberg
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PMI Composites Global Manufacturing Surveys

The Purchasing Managers
Index (PM) is a survey-based
measure of the prevailing
direction of trends in the
manufacturing sector.
Readings >50 equal expansion
and <50 contraction. Germany
has trended lower in recent
months while the U.S. is
improving. U.S. manufacturing
activity has been contracting
for 16 consecutive months.

Expansion

Index Value: >50
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As of March 31, 2024
Source: Bloomberg, Haver

Manufacturing VS. Institute for Supply Management Service and Manufacturing Surveys
Services >50=Expansion, <50=Contraction

Inthe U.S., the service side
of the economy remains

in expansion mode versus
the manufacturing sector.
The most recent reading

on manufacturing showed
expansion (>20) for the first
time since September 2022.

Index Value

O
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s |SM: Services ISM: Manufacturing

As of March 31, 2024
Source: Haver
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Manufacturing Institute for Supply Management Manufacturing New Orders

. . . >50=Expansion, <50=Contraction
Driven by improvements in

new orders and production,
manufacturing is showing
signs of improvement. The
hope is that employment
gains will follow.
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e |SM Manufacturing: Production ISM Manufacturing: New Orders

As of March 31, 2024
Source: Haver

Inflation Consumer Price Index

[0 - —
Inflation has surprisingly % Change Year-over-Year

ticked higher in the first
quarter. Housing (shelter)
continues to remain
stubbornly high. Shelter is
the largest weight in CPI,
accounting for 36.2% of
the index. Shelter inflation
isrunning at 5.7% year-
over-year.
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As of March 31, 2024
Source: Haver
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Employment Part Time vs. Full Time Employment

9 - -
Part-time job growth over % Change Year-over-Year

the past year has outpaced
full-time job growth (+1.9
million vs. -1.35 million).
Historically, a sustained
period of such a trend

has often signalized an
impending recession.
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== Cjvilians Employed Full Time Civilians Employed Part Time

As of March 31, 2024
Source: Haver

Leading Indicators Leading, Lagging and Coincident Indicators

Coincident and lagging
indicators are still rising
while leading indicators
(down 21 consecutive
months) paint a picture
of a slowing economy.
Leading indicators are
consistent with what

has been previously
observed in recessionary
environments, and

this level of protracted
weakness was last
experienced during the
Global Financial Crisis.
Bearish economists As of March 31, 2024
point to this as asignof a Source: Haver
looming recession.

=100)

Index Level (2016

== |agging Indicators Coincident Indicators Leading Indicators
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Growth

The first quarter is expected
to grow at 2.5% according
to the latest GDPNow
forecast from the Atlanta
Fed. That would be the third
consecutive quarter at trend
or above growth.

Real Gross Domestic Product
% Change - Annual Rate

Source: Haver, Atlanta Fed
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The information provided is based on internal and external sources that are considered reliable; however, the accuracy

of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject matter
discussed. Investing involves risk including the potential loss of principal. No investment strategy, including asset allocation and
diversification, can guarantee a profit or protect against loss in periods of declining values. Past performance is no guarantee
of future results. Indexes are unmanaged and investors are not able to invest directly into any index. This information does not
constitute a solicitation or an offer to buy or sell any security mentioned.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market
capitalization of U.S. companies is used to group large, medium (mid) and small companies. The investment return to the
owner of stock (shareholder) is in the form of dividends and/or capital appreciation. Shareholders share in both the upside
potential and the downside risk. Dividends are not guaranteed and are subject to change or elimination.

There are special risks associated with an investment in real estate, including credit risk, interest-rate fluctuations and the
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund shares are
subject to the same interest rate, inflation and credit risks associated with the underlying bond holdings. Lower rated bonds
are subject to greater fluctuations in value and risk of loss of income and principal than higher rated bonds. Bond prices
fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value
in your investment.

Benjamin F. Edwards® & Co. (BFE) is a dually-registered broker-dealer and investment adviser and member of FINRA and
SIPC, and its affiliate Benjamin F. Edwards Wealth Managements™ LLC, d/b/a Edwards Wealth Management™™ (EWM) is an
SEC-registered investment adviser. BFE and EWM are affiliates through their common ownership by Benjamin Edwards, Inc.
Depending on the context, the name Benjamin F. Edwards® refers to either EWM, BFE or both.
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