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Summary

The U.S. stock market saw a bear market in 2022, falling 25% before bottoming in October. Fears of a
recession weighed on markets as the impacts of inflation and higher interest rates were unclear. While the
economy is likely to slow this year, it has been quite resilient in the face of rapid monetary tightening.

U.S. Equities
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October low

The Fed has raised rates dramatically. Just over a year ago, the Fed had short-term rates pegged at a very
low level (0.0% to 0.25%). After eight hikes, the Fed Funds Rate sits at 4.5% to 4.75%, and it is expected to
reach at least 5.5% later this year.

Higher interest rates will begin to slow the economy and employment as it becomes more expensive to
borrow money to start a new venture, expand a business, or buy property. However, many aspects of the
economy have been resilient given the pace of interest rate increases over the past year. For example,
employment continues to be very strong. While unemployment is a lagging indicator, the January reading
was 3.4%, the lowest since the 1960s. Wage gains (see chart, below) were elevated but are trending back to
historical norms. Inflation (see chart, below) is finally responding to the higher rate environment and
seems to be moderating.
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Presidential Election Cycle

The presidential election and seasonality are notable cycles for financial markets. The low for 2022
occurred in October, which is the most common month for market reversals. The subsequent rally gained
14% through January, before dropping 3% in February. A lackluster February does not diminish the
favorable trend from the presidential election cycle. In fact, fourth quarter strength is often followed by a
pause in February, which is the second weakest month of the year, seeing an average decline of 0.1% since
1900. The presidential election cycle is entering the strongest period of the four-year cycle. After the mid-
term lows, the stock market typically exhibits strength as optimism builds for the upcoming election (see
chart, below).

Presidential Election Cycle
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Summary of Current Positioning

While expectations for a bumpy year continue, there is room for optimism in both stock and bond
markets. It is still unclear how difficult the transition will be back to the desired level of inflation of roughly
2.0% to 2.5%, but the risk of a painful recession in 2023 has lessened. Markets are hyper-sensitive to short
term data, and volatility is likely to stay high until inflation is more clearly back on track.

After falling 25% last year, much of the slowing economy is already baked into current stock prices. If the
well-anticipated recession is relatively mild, then the lows from October 2022 may be the low point for this
cycle. The S&P 500 is still 20% below its prior high, providing plenty of upside opportunity ahead. The
outside shock of the pandemic disrupted cyclical tendencies, but both seasonality and the presidential
election cycle patterns have re-emerged over the last year. The next 4-6 months have historically been
quite favorable when viewed through a cyclical lens.

Bond returns in 2022 were by far the worst on record. However, the environment is significantly more
positive looking forward. For example, the 10-year Treasury bond is now yielding roughly 4.0%, compared
to less than 1.5% just 18 months ago. Not only is the yield higher, but the risk of losing principal has
diminished. Bond prices suffer when rates go up because the older rates offered are no longer
competitive (they are less desirable, so the price of older bonds falls). Rates could continue to go up if
inflation remains stubbornly high, but the risk of loss is significantly lower than just 12-18 months ago.

Consumer sentiment is typically a contra indicator. When expectations are very low, it is easier to exceed
them, and vice versa. Current expectations are very low, as inflation has consumers more worried about
the future than any point since the European Debt Crisis in 2012. Accordingly, client portfolios are
modestly overweight equities but remain under their maximum equity allocation target.
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If you have questions on the investment environment or your portfolio, please call us at 734-769-7727. To
find an electronic copy of this document and other recent commentaries, please visit our website at
www.risadvisory.com.
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IMPORTANT DISCLAIMERS

This letter represents a general economic outlook of this firm and does not constitute specific investment advice, nor should it be considered assurance
of any future market performance. Our views on markets, investments, and portfolios change as new information is available. Past performance is not
indicative of future results. The discussion above reflects the changes in investments made for most but not all of our managed accounts at the time(s)
shown above. The Seasonal Strategy used by RIS cannot in and of itself be used to determine which securities to buy and sell, the amount to buy and
sell, or when to buy and sell them for an individual account because client objectives differ. Losses can occur by using any investment strategy, including
RIS's Seasonal Strategy.

**The discussion above and elsewhere in the commentary reflects the changes in investments made for most but not all of our managed accounts at
the time(s) shown above. The strategies used by RIS cannot in and of themselves be used to determine which securities to buy and sell, the amount to
buy and sell, or when to buy and sell them for an individual account because client objectives differ. During this period, some clients lost money and
others gained. Factors such as specific securities price movements, timing of investments, the amounts invested and withdrawn, cyclical and market
trends, client growth or conservative objectives, economic conditions, interest rates and other factors all influence performance materially. For these
reasons, the charts and commentary should not be considered the performance results of RIS or any RIS client account. Losses can occur by using any
investment strategy, including RIS's strategies. Past performance is not indicative of future results.

These data are for illustrative purposes only and is not indicative of any investment or strategy result. The S&P 500 is an index of 500 stocks
representing major U.S. industry sectors. The Dow Jones Industrial Average is an index made up of 30 large U.S. company stocks. Investment grade and
broad market bonds are represented by the Barclays Aggregate Bond Index includes most U.S. traded investment grade bonds, including Treasury
securities, government agency bonds, mortgage-backed bonds, corporate bonds, and a small amount of foreign bonds traded in U.S. Treasuries are
represented by the Barclays Capital U.S. 7-10 Year Treasury index, which measures the performance of U.S. Treasury securities that have a remaining
maturity of at least seven years and less than 10 years.

Retirement Income Solutions, Inc. is an independent Investment Adviser registered with the U.S. Securities and Exchange Commission.
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