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ENTERING 2023 WITH A NEW REGIME
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2022 Pain Provides 2023 Opportunities

2022 witnessed a rare economic and market event that saw stocks and bonds fall info bear markets at the same time as inflation
took hold, which ushered in a new investment landscape. As we enter the new year, recession rather than inflation will be the
focus. We expect the coming economic slowdown to be mild and see opportunities in select areas of the stock, bond, and
alternatives markets. A higher real interest rate regime means embracing other assets for return opportunities and portfolio risk
management. As we start 2023, risk senfiment in the markets remains defensive. We expect high market volatility at the beginning
of the year to lead to a more productive market environment as the year progresses.

2023 Economic & Market Forecasts

The pace of inflation will ease in 2023, but interest rates will remain elevated.

The unemployment rate will fick up, and wage growth will slow, allowing the Federal Reserve to stop raising rates mid-year.
Recession risk is high but may decline with inflation readings as the year progresses.

The U.S. GDP will be slightly positive as strong employment trends balance out softening business spending.
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PERSPECTIVE; BEAR MARKETS ARE A NATURAL PART OF INVESTING

Investors should revisit their financial plans to ensure they can handle market volatility over different time
periods. Proper cash flow planning can help investors stay invested during volatility if income needs are met.

Bull Markets vs. Bear Markets

m Bear Market mBull Market
600%

+ The average Bull Market period lasted 4.4 years with an
500% average cumulative total return of 155.7%.
+ The average Bear Market period lasted 11.3 months
with an average cumulative loss of -31.3%. There are

400% only two periods of back-to-back down years for the 123 ¥

% S&P 500 since 1942 (‘73-74 & '00-02).
2
[O)
o
S 300% novs
+— (o)
1) 400.5%
—
X
[0)
2
p 200% 5.0 Yrs
3 228.8%
zj 18 Yrs
114.4%
3 41 3.6Y 2.6 Y1 62s
(%] . rs . rs . rs 125.6%
100% 4.1 ¥rs 86.4% 79.8% 73.5%
157.7% 2.1 Yrs
1.1 Yrs 48.0%
23.9%
O% ‘ ‘
! N A \ R ‘ )| | ‘ | N
12Y
11.6 Mos 1.9 Mos e samos 5o 1.7 Yrs 3.3 Mos 1.1 Mos 1.0 Yrs
285%  -20.6% ’ 28.0% 2% 15Yis 17 vrs 27.1% -33.5% 28 Yrs 12'Yrs 33.9%  25.4%
361%  -48.2% -49.0% -57.0%
(100%)

1942 1947 1952 1957 1962 1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017 2022

Refer to appendix for disclosures and data sources



A HIGHER RATE REGIME REQUIRES OTHER ASSETS BESIDES STOCKS

AND BONDS

A hawkish Fed will make returns harder to come by for equities, but investors can demand more yield for holding
bonds to fight inflation. Non-correlated returns will play a big part in portfolios over the next decade, but investors must understand
the unique risks that come with these investment products.

Stocks and Bond Correlation Expected to Be Higher Going Forward
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SLOWING BUT RESILIENT US ECONOMY

Slowing growth with a tight labor market will keep the Fed on its tightening path.

ISM Manufacturing Index
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FLATION PROJECTED TO COME DOWN IN 2023

We see inflation moderating in 2023 but still above historical levels. The higher interest rate environment still

lls for alternative allocations to achieve financial goals.

FOMC Estimates Show Slowing Inflation
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IMPLIED FED FUNDS TARGET RATE

While the future cannot be 100% predicted, most of the Fed agree that the rate hiking will stop in 2023,

with a chance of rate cuts starting in 2024.

Implied Fed Funds Target Rate
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DECLINING CORPORATE EARNINGS

Going forward, we expect stock prices to be driven more by corporate earnings, which have been
steadily declining since peaking in the middle of 2022 and are expected to botfom sometime in 2023.

S&P 500 Valuation
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FAIRLY VALUED MARKET

While we have seen the “P” in P/E get corrected in 2022, this year could see the “E"” face hurdles as
companies fry to keep profits elevated in a recessionary environment.

S&P 500 Valuation Shows a Fair Market
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IMPROVED YIELDS SUPPORT INCOME NEEDS

Investors should focus on high-quality bonds that generate ~4%+ yields, which is comparable to where high-yield
bonds were trading a year ago.

U.S. Treasury Yield Curve
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CORPORATE SPREADS STILL HAVE SOME RISK; INVESTORS

SHOULD STICK WITH HIGHER QUALITY OPTIONS

Stick to higher quality fixed income options until more clarity is present in the markets.

Quality Fixed Income is Key
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COMMODITIES CAN CONTINUE TO OUTPERFORM IN 2023

Nationalization will continue in 2023 as central banks look to increase their gold holdings vs. U.S. dollars.
Additionally, we expect higher, albeit more volatile, prices in 2023 across commodities.

After Hitting 20-Year High, US Dollar Looks to Soften
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VOLATILITY MAKES BUFFERED FUNDS ATTRACTIVE

The first half of 2023 will likely see range-bound frading until the Fed stops their hiking cycle. Until then,
adding downside protection with buffered funds can lower portfolio beta while keeping most of the projected upside
participation.

Volatility was Everywhere in 2022
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IMPORTANT DISCLOSURES

Miracle Mile Advisors LLC (*“MMA") is a registered investment advisor. Advisory services are only offered to clients or prospective clients where MMA and its representatives are
properly licensed or exempt from licensure. The views expressed in this commentary are subject to change based on market and other conditions. These documents may
contain certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance and actual
results or developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be
construed as indicative of actual events that will occur.

These materials are solely informational, based upon publicly available information believed to be reliable, and may change without notice. Our views may change
depending on market conditions, the assets presented to us, and your objectives. This is based on market conditions as of the printing date. MMA shall not in any way be
liable for claims relating to them and makes no express or implied representations or warranties as to their accuracy or completeness or for statements or errors contained in, or
omissions from, them. All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to
the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be relied on as such. Legal, accounting and tax
restrictions, fransaction costs and changes to any assumptions may significantly affect the economics of any transaction.

The information provided is for educational and informational purposes only and does not constitute investment advice and it should not be relied on as such. It should not be
considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment objectives, strategies, tax status or investment
horizon. You should consult your attorney or tax advisor. The information and analyses contained herein are not intended as tax, legal or investment advice and may not be
suitable for your specific circumstances; accordingly, you should consult your own tax, legal, investment or other advisors, at both the outset of any transaction and on an
ongoing basis, to determine such suitability. MMA does not render advice on tax and tax accounting matters to clients. This material was not infended or written to be used,
and it cannot be used by any taxpayer, for the purpose of avoiding penalties that may be imposed on the taxpayer under U.S. federal tax laws. These materials do not
constitute an offer to buy or sell any financial instrument or participate in any trading strategy. No investment strategy or risk management technique can guarantee returns or
eliminate risk in any market environment. All investments include a risk of loss that clients should be prepared to bear. The principal risks of MMA's strategies are disclosed in the
publicly available Form ADV Part 2A. Past performance shown is not indicative of future results, which could differ substantially.

Disclosures:

Slide 2: Performance numbers from Black Diamond corresponding index as of 12/31/2022.

Slide 3: Data sourced from Yardeni Research “Stock Market Historical Tables: Bull and Bear Markets”.

Slide 4: Data sourced from Bloomberg from 1/1/1982-12/31/2022 based on S&P 500 / US Aggregate correlation. CPI data sourced from Bloomberg.

Slide 5: ISM Manufacturing data sourced from Bloomberg 1/1/2017-12/31/2022. Unemployment rate and Wage growth sourced from BLS 1/1/1970-12/31/2022.

Slide 6: Fed Funds Rate and Core CPI as of BLS 1/1/2000-12/31/2022. Projections are sourced from BLS.

Slide 7: Fed Dot Plot sourced from FOMC. Average line is an estimate of the aggregate members.

Slide 8: P/E and EPS are sourced from Bloomberg 1/1/2022-12/31/2022.

Slide 9: P/E ratio sourced from Bloomberg 1/1/1997-12/31/2022. Standard deviations and averages are sourced from JPM Guide to the Markets Q1 2023.

Slide 10: Yield curves sourced from JPM Guide fo the Markets Q1 2023.

Slide 11: Source: J.P. Morgan. Spread-to-worst indicated are the difference between the yield-to-worst of a bond and yield-to-worst of a U.S. Treasury security with a similar
duration. Investment grade is represented by the J.P. Morgan JULI IG Index. *Average non-recession peaks include the peak in spreads during the Tech’ bubble (2002),
European sovereign debt crisis (2011) and Oil collapse/strong dollar episode (2016). Data are as of December 5, 2022. https://am.jomorgan.com/us/en/asset-
management/adv/insights/market-insights/quide-to-the-markets/

Slide 12: Gold price and US dollar data sourced from YCharts 1/1/2000-12/31/2022.

Slide 13: S&P 500 daily returns sourced from Bloomberg 1/1/2022-12/31/2022.
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