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What Clients Should Know:

1) We expect heightened market volatility to persist; recession fears, inflation, and stress within
the banking industry will likely dictate stock price movements for the foreseeable future.

2) In terms of stocks, we don’t think either of the value or small-cap outperformance cycles are
over even though both areas underperformed during Q1°23. Importantly, international stocks
outperformed. We continue to favor value, small-cap, and international equities.

3) Shorter-Term Bonds Are The Most Interesting Area of Fixed Income.

4) Indexing Not So Easy—Major Changes to S&P 500 Value and Growth Categories have
complicated positioning but we found solutions to maintain our desired market characteristics.

5) We Do Not Intend To Change Our Portfolio Positioning (“Look Different Than S&P 500”) But We
Have Our Eyes Open
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Markets Enjoyed Solid Q1’23 Performance

S&P 400 (Mid-Cap), S&P 600 (Small-Cap) enjoyed positive returns.
Large tech stocks (Growth) dominated with international stocks (EAFE) close behind.
Bonds continued to recover while commodities slipped.

Q1’23 Total Return (TR)

S&P 500 Total Return Index

S&P 500 Growth Index Total Return
S&P 500 Value Index Total Return
S&P 400 TR

S&P 600 TOTAL RETURN INDEX

MSCI EAFE INDEX

Bloomberg Barclays Aggregate Bond Index

Bloomberg Commodity TR Index
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Source: Black Diamond, S&P, MSCI, Bloomberg
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Source: S&P Dow Jones Indices. Data as of Mar. 31
2023, Past performance is no guarantee of future
resufts. Chart is provided for iliustrative purposes.
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Winning Stocks Were The Mirror Image of 2022°’s Results. Outperforming Stocks During Q1°23
Were Characterized By Riskier Attributes, Such As Higher Valuations and Price Volatility (Beta),
While High Dividend Yielders And Less Volatile Earnings Lagged.

Fundametrics® US Large Cap Factor Performance
13 Weeks Ending March 31, 2023

US Dividend Strategies Not All Performing the Same (YTD, TR%)
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While recessionary fears persist, the GDPNow estimate (based upon the economic data released
so far for a given quarter) shows that current economic growth remains positive. The consensus
analyst EPS estimate for the S&P 500 has stabilized.

Evolution of Atlanta Fed GDPNow real GDP estimate for 2023: Q1
Quarterly percent change (SAAR)

S&P 500 Change in Forward 12-Month EPS vs. Change in Price: 10 Yrs.
(Source: FactSet)
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S&P 500 consensus quarterly earnings
actual and consensus estimates

$58.6
$56.6 $57 1
$55.6
$54.6
$53.4
I $51.0
Q2-22 Q3-22 Q4-22 Q1 -23 Q2-23 Q3-23 Q4-23

consensus estimates

Data source: Truist IAG, FactSet. Bloomberg consensus GDP estimates

Past performance does not guarantee future results.

U.S. real GDP (Year-over-year)
actual and consensus estimates
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Economic forecasts are less optimistic
than earnings forecast. Whichever side is
correct will have a significant impact on
future asset and security performance. If
the economic prognosis proves correct,
we would expect earnings forecasts to be
lowered, negatively impacting stock
returns.



Historically, financial crises

Bear market? Fed cuts rates?

Signature Bank Mar-23 ? Jan-22 to present ?

have a mixed record in terms of S = N
1 - Lehman Brothers collapse Sep-08 Dec-07 to Jun-09 Oct-07 to Mar-09 1m later
fo rt h C O m I n g r eC eS S I O n S an d /O r Washington Mutual collapse Sep-08 Dec-07 to Jun-09  Oct-07 to Mar-09 1m later
- Bear Stearns collapse Mar-08 Dec-07 to Jun-09 Oct-07 to Mar-09 1m later
b ear m arkets (S ee u p per rl g ht) . IndyMac Bank Jul-08 Dec-07 to Jun-09  Oct-07 to Mar-09 3m later
Tech bust Mar-00 Mar-01 to Nov-01 Mar-00 to Oct-02 11m later
Long-Term Capital Management collapse Sep-98 No No 1m later
i i Orange County bankruptcy Dec-94 No No 6m later
Black Monday Oct-87 No Aug-87 to Dec-87 3m later
At p reS e n t b I n f | at I O n ap p ear S to Continental lllinois collapse May-84 No No 5m later

be moderating with a number of e G i ey P T
forecasters calling for annual
Inflatlon run_rates Of 2% Or SO Source: Charles Schwab, Bloomberg, National Bureau of Economic Research (NBER), as of 3/20/2023.
by this fall. While possible, such bylethmt bl ek R R S T
moderation from high LTS T T M ASEe S eeranens
inﬂationary conditions would e RO
track more of the exception -
rather than the rule, as shown
by the lower end of the
historical ranges in the charts
on the bottom right of the page.

2%
o
so as 3
>
- s G 8, Ehtmicrrrmmns 3 F irmirs £B”. st Pre Ebinsth
Q Graves llg nt le n na rt Source: Deutsche Bank Research
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Will The Current Bear Market Involve A Recession? If Yes, History Suggests That
Stocks Will Likely Experience A New Low Below The S&P 500’s Current Cycle
Trough of 25% In The Fall.

Post-WW2 S&P 500 Bear Markets*

S&P 500 % Change Once -20% Threshold is Hit a
Days to Days from - % Chg from- Full Bear Full Bear Next Next Next3 Next6  Next 5
Start -20%  Bear End 20%toEnd 20%toEnd % Chg #ofDays Week Month Mths Mths  Year -10
5/29/46  9/3/46 97  5/19/47 258 -8.20 2847 355 273 -013  -340 273 220 g .
6/15/48 6/13/49 363 6/13/49 0 0.00 2057 363 384 908 1616 2280  42.07 s
8/2/56 10/21/57 445 10/22/57 1 -0.43 -21.63 446 324 340 549 966  30.9 2
12/12/61 5/28/62 167 6/26/62 29 -5.73 2797 1% 319 195 593 1193 2614 g e
2/9/66  8/29/66 201 10/7/66 39 -1.78 2218 240 388 239 790 1644 2462 -30 2822
11/29/68 1/29/70 426 5/26/70 117 1914  -3606 543 025 445  -453  -893  11.89 35
Y173 11/27/73 320 10/3/74 310 3492 -4820 630 220 213 073 744  -26.92 w0 e
11/28/80 2/22/82 451 8/12/82 171 -8.22 2711 622 15 106 29 128 3037 Median: Recession Fallows (5} Median: No Recession Fallows (5)
8/25/87 10/19/87 55  12/4/87 46 -0.41 3351 101 126 676 1089 1471  23.19 T pE————
3/24/00 3/12/01 353 9/21/01 193 1816 -3677 546 079 028 641  -7.42 124
1/4/02  7/10/02 187 7/23/02 13 41334 3197 200  -157 -129 -1266 077 741 s00 -
10/9/07  7/9/08 274 11/20/08 134 -39.55  -51.93 408 005 415 2690 -2847 -29.08
1/6/09  2/23/03 48  3/9/09 14 -8.99 2762 62 572 1071 1933 3805 47.26 o
2/19/20 3/12/20 22 3/23/20 11 -9.81 3392 33 -287 1246 2260 3468 5896 e
Y32 7 13 2 ? ? 2 2 ? ? ? ? ? =
Average 244 95 1205 -31.99 339 010 38 364 720 17.70 5 200 -
Median 238 a3 860  -3022 359 015 28 571 619 2390 -
% Positive - - - - - 571 786 714 714 786 100
| Periods Since 1945 030 101 242 488  9.89

Median: Recession Follows (B) Median: No Recession Follows (6)

*Bear Market definition of 20%+ decline that was preceded by a 20%+ rally, all on a closing basis.
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Build. Protect. Thrive.



THE BEST 3-YEAR PERIOD FOR VALUE VS. GROWTH ALSO SUFFERED

Value stocks underperformed SOME OF ITS WORST DRAWDOWNS
the market during the March-end e . Gt The Bst Yo Peiod i Hitry (15, 200 0 2003 Comiv Ketarnaf 5.5
quarter. While historical ,
precedent along with current v -
market conditions support w g
owning Value-oriented securities "

P M0 AugDD NewDD Febl MayDl Augdl Wowd) Febd? Mayd? Awpd? Wewd? Febdld

over Growth, intra-period bouts e Ot e ot
of underperformance are :
common, as illustrated by the “
charts on the right. |

d

0

|

i doof the 10 worst Value deawdowns ocowred
during Value's best 3-year rm, above

Source: GMO
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Based on historical precedent, Value has outperformed during both weak
markets and the subsequent recovery

Value Excess Return in Downturns and Recoveries, United States

Excess Return During Excess Return Over Excess Return Over
Bear Markets Subsequent Two Years Full Period
45% 30% 90%
40% 80%
25%
35% 70%
30%
’ 20% 60%
25%
50%
20% 15%
40%
15%
10% 30%
10% ° °
20%
5%
0% — 10% l
-5% 0% 0%
Average Average When Average When Average Average When Average When Average Average When Average When
Bubble Shock to Bubble Shock to Bubble Shock to
Bursts Fundamentals Bursts Fundamentals Bursts Fundamentals

Only Only Only
» Value does better during bear markets when preceded by a bubble.

— Performs on par with the market during a shock to fundamentals alone.
» Value outperforms significantly during recoveries in either scenario.

= P/B Value

Composite Value

P/B Based Value represents the long only portion of the Fama—French Value Factor. Composite Value uses a similar methodology but selects by a composite of P/B, P/E,
research P/D and P/S. Source: Research Affiliates, LLC, based on data from FactSet, CRSP, and Compustat. This analysis examines five periods of market drawdowns that were - .
affiliates accompanied by recessions, Fiscal Tightening/Vietnam War (12/1968—-6/1970), Nifty Fifty/Oil Crisis (10/1972-9/1874), Iran Qil Crisis/Monetary Policy Tightening ' | ' = Indlces
(11/1980-7/1982), Tech Bubble Crash (6/1990-10/1990) and the Global Financial Crisis (10/2007—-2/2009).
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Small-Caps Still Attractive. We Remain Comfortable With The Well-Diversified Composition of the S&P 600

Small-Cap Index. Nonetheless, We Are Paying Attention To Possible Knock-on Effects From Further
Banking Industry Turmoil and Potential Stress From Commercial Real Estate Lending

30 30
1| FORWARD P/E RATIOS FOR S&P INDEXES* -

28 (weekly) 28
26 — 26
i Foward P/E Ratios i
24 — S&P 500 LgrgeCap (18.1) [ 4
1 —— S&P 400 MidCap (13.5) |
2y —— S&P 600 SmallCap (13.0) |
20 * L — 20
18 Il / W 3/31 — 18
1 \b k ” :' A i
16—_ ‘1 .nlﬂ"' - 16
14 ' ﬂ 14
12 — 12
10— ! L 10
1 yardeni.com |
8 Lyaonl | lyaoal Ly onsl | P P P o1l ly1al | yael | [ | lyor 1l L aralynal 8
199972000720017200272003°20042005°2006°2007°2008"2009°2010°201172012720132014201520162017°20182019°2020°2021720227202372024 2025

* Price divided by 52-week forward consensus expected operating earnings per share.

Note: Shaded red areas are S&P 500 bear market declines of 20% or more. Yellow areas show bull markets.
Source: I/B/E/S data by Refinitiv.
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Shorter-Term Fixed Income Remains Interesting as Entry Yields are Much Higher than Last Year. We
Continue to Prefer Higher Quality Bonds, Where Starting Yields Provide Greater Confidence for Positive
Multi-Year Returns

Figure 5. Short-Term Bonds’ Starting Yields Are
Highly Correlated with Forward Returns

Starting yields versus three-year returns for the Bloomberg 1-3 Year Government/Credit
Index, January 1994-August 2022

8.0

7.0

Correlation = 0.97 - - "3

6.0

5.0

4.0

3.0

Starting Yield (YTW %)

2.0

1.0

0.0

-1.0 -
=-1.0% 0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0% 8.0%

Forward 3-year return (annualized)
Source: Bloomberg and ICE BofA index data. Correlation is a statistical measure that describes the strength of
relationship between two variables. It can vary from 1.0 to -1.0.
Past performance is not a reliable indicator or guarantee of future results. For illustrative purposes only and
does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are

unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment.
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Indexing Is More Complicated.
At the end of 2022, index provider S&P enacted a major reconstitution of their Value and Growth indices, resulting in a

materially different from historical precedent. We have spent significant time ensuring client portfolios are capturing
desired targeting.

Current MegaCap-8 classification in the various S&P 500 Growth/Value indexes:
Pure Growth: Apple

Growth only: Netflix, Nvidia, Tesla

Both Growth & Value: Alphabet, Amazon, Meta, Microsoft

Value only: None

Pure Value: None

Prior MegaCap-8 classification in the various S&P 500 Growth/Value indexes:
Pure Growth: Alphabet, Amazon, Apple, Meta, Microsoft, Netflix, Nvidia, Tesla

Growth only: None

Both Growth & Value: None
Value only: None

Pure Value: None

(4) Here are the new top-eight constituents by market capitalization among the 73
companies in Pure Growth: Apple, Exxon Mobil, UnitedHealth, Chevron, Eli Lilly, Merck,
Abbvie, and Pfizer.

The current top-eight market-cap companies of the 85 Pure Value companies are: Berkshire
Hathaway, Bank of America, Verizon, Wells Fargo, AT&T, Intel, Goldman Sachs, and CVS
Health.

Pure Growth's surprising additions include ExxonMobil and Chevron. Goldman Sachs’

score deteriorated so considerably since a year earlier that it was shifted out of the Pure
Growth index and into Pure Value.

Q Graves Light Lenhart
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S&P 500 FORWARD P/E RATIOS FOR GROWTH & VALUE*
(weekly)

Forward P/E Ratios B
Growth (18.9)
—— Value (15.7)

3/16

yardeni.com

95'93'97'93'99'00'01IUZI03I04Iﬁﬁ'OG'ﬂ?'UBIOSIl.OIl]|12|13I14I15|l.FaIlTIISI]9'20'21'22'23'24'25

* Price divided by 12-month (52-week) forward consensus expected operating earnings per share. Monthly data through December 2005, weekly thereafter.

Note: Shaded red areas are S&P 500 bear market declines of 202 or more. Yellow areas are bull markets.
Source: I/B/E/S data by Refinitiv .

Valuation Ranges*
Russell 1000° Value Index
Monthly data: January 1996 through February 2023

Valuation Ranges*
Russell 1000®° Growth Index
Monthly data: January 1996 through February 2023

20 45
15.1x
15 -
. - =
15

Price/Trailing 1  Price/] Year Price/Cash Flow EV/EBITDA Price/Trailing
Year EPS Forward EPS 10 YearEPS

Price/Trailing 1 Price/1 Year Price/CashFlow EV/EBITDA Price/Trailing 10
Year EPS Forward EPS Year EPS

mBelowMedian wmAbove Median @ February 2023 mBelow Median mAbove Median @ February 2023

* Valuation ranges date back to 1996. The minimum and maximum ranges are set to the 5th and 95th percentiles,
respectively, to remove outliers.

Sources: Frank Russell Company, Bloomberg

significant shift in both valuations and industry representation. Passive Value and Growth funds may now look and behave
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Historically, stocks have enjoyed
strong performance even during
profit declines (outside recessionary
periods). However, it is unlikely for
prospective market valuation (P/E
multiples) to expand and offset
potential profit declines unless we
were to witness inflation that is
significantly lower.

Q Graves Light Lenhart
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S&P 500 earnings* growth S&P 500 annualized gain
(y/y % change) (3/31/1927-8/31/2022)

Above 20% 1.9%
Between 5% and 20% 6.5%
Between -20% and 5% 12.7%

-20% and below -9.8%

Source: Charles Schwab, ©Copyright 2022 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All
Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html (2. For data vendor disclaimers refer to
www.ndr.com/vendorinfo /. *Based on trailing 12-month earnings in accordance with GAAP (generally accepted accounting
principles.). Past performance is no guarantee of future results,

Inflation vs. valuation

[ sersooforwwdre |
P (y/y % changs) % of time

-2to 0% 16.4 13.5 17.8 1%
0to 2% 17.8 11.9 27.2 27%
210 4% 16.9 10.0 26.4 39%
410 6% 15.1 9.0 24.4 16%

6 to 8% 11.7 7.2 22.7 7%

8 to 10% 11.2 6.6 20.1 3%

10to 12% 8.8 6.7 11.0 3%

Above 12% 8.0 6.8 9.4 2%

Source: Charles Schwab, Bloomberg, Standard & Poor's. 1958-8/31/2022. Numbers may not add up to 100% due to rounding.



International stocks remain attractively priced relative to domestic
stocks (e.g. Price/Earnings and higher dividend yields) and have
recently started to outperform. We may have entered a new cycle

Cycles of U.S. equity outperformance

s %)

MSCI EAFE and MSCI USA relative performance
U.S. dollar, total retum, cumulative outperformance
300%

299%
(5.6 yrs) 277%
% (14.2 yrs)
250%
B U.S. outperformance 220%
B EAFE outperformance (6.2 yrs)
200%
150%
o 80% 89% 87%
100% (2.5 yrs) (2.0 yrs) (3.9 yrs) 65%
60%
(4.7 yrs.)u 36% (7.2 yrs)
50%
6%
(1.3 yrs)
0%
-50%

71 74 77 80 '83  '86 '89 ‘92 'e5 98 01 ‘04 07 10 13 16 19 22

Source: FactSet, MSCI, J.P. Morgan Asset Management.
Regime change determined when cumulative outperformance peaks and is not reached again in the subsequent 12-month period.
Guide to the Markets - U.S. Data are as of March 31, 2023.
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International valuations and dividend yields

(am™ |us.| 47)

International: Price-to-earnings discount vs. U.S.
MSCI All Country World ex-U.S. vs. S&P 500, next 12 months

10%

20-yr.avg. PIE  Current P/E
ratio ratio
S&P 500 15.5x 17.8x
ACWI ex-U.S. 13.1x 12.6x

5%

0%

_50,
5% +1 Std. dev.: -7.3%

-10%

Average: -15.5%

asw ALY - - Mo o oD N\ e
20%
T
30%

Mar. 31,
35% 2023;

292%

40%

'3 05 o7 09 ' 3 15 17 19 21 28

Source: FactSet, MSCI, Standard & Poor's, J.P. Morgan Asset Management.
Guide to the Markets - U.S. Data are as of March 31, 2023.

International: Difference in dividend yields vs. U.S.
MSCI All Country World ex-U.S. minus S&P 500, next 12 months

2.0%

1.8%

1.6%

1.4%

1.2% Average: 1.2%
2% |o - - - -

1.0%

0.8%

0.6% T T T T T T T T T |

JPMorgan
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Bonds have become more attractive

10-Year Maturities Have Enjoyed Positive Total Returns Year-To-Date Due To Their Price Sensitivity To
Falling Interest Rates (i.e. Duration Effect). Bonds With Maturities Shorter Than Five Years Should Enjoy
Better Total Returns Over Their Remaining Maturities, Unless Interest Rates Drop Materially From Here.

Yield Return

US. Treasuries  3/31/2023 12/31/2022 ooy 5V9 ity Corr :_':;':r" Correaton
2-Year 4.06% 4.41% 1.46% 2 years 0.74 -0.15
5-Year 3.60% 3.99% 2.39% 5 0.93 -0.13
TIPS 1.16% 1.58% 3.34% 10 0.61 0.37
10-Year 3.48% 3.88% 3.76% 10 1.00 -0.14
30-Year 3.67% 3.97% 5.99% 30 0.93 -0.17

Sector
U.S. Aggregate 4.40% 4.68% 2.96% 8.5 0.86 0.22
IG Corps 5.17% 5.42% 3.50% 11.1 0.54 0.47
Convertibles 7.63% 7.58% 3.60% - -0.14 0.87
u.s. HY 8.52% 8.96% 3.57% 5.3 -0.10 0.74
Municipals 3.25% 3.55% 2.78% 13.0 0.53 0.22
MBS 4.51% 4.71% 2.53% 7.4 0.78 0.15
ABS 5.61% 5.89% 1.86% 3.5 0.21 -0.01

&) Graveslight lenhart [ ioverssesvome viove woove o e |
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Higher Interest Rates Provide Greater Buffer for Fixed Income. If Interest Rates
Rise, Bonds Have An Improved Income Buffer To Withstand A Price Shock.

Beginning of 2022: End of March, 2023:

Impact of a 1% rise in interest rates
Assumes a parallel shift in the yield curve Impact of a 1% rise or fall in interest rates
Total return, assumes a parallel shift in the yield curnve

2Y UST
2Y UST
S5Y UST
SY UST
TIPS
TIPS
10Y UST
10Y UST
30Y UST - o
-19.8% 30Y UST 44 2o 21.6%
IG Corps o
P U.S. Aggregate -1.9% 10.7%
U.S. Aggregate IG Corps s 12.4%
Convertibles 21% Convertibles
U.S. HY 0.4% U.S. HY 12.2%
Municipals Municipals 2.9%
MBS MBS -1.4%
ABS M Total return 1.29% ABS I 1% fall
) -2.3% o
I Price return 0.4° Leveraged Loans B 1% rise 13.7%
Floating Rate 0.1% 4%
= -20% -10% 0% 10% 20% 30%
-24% -19% -14% -9% -4% 1% 6%

Souros: Blosmiberg, FootSet, Stondard & Poor's, ULS. Treasury, P Morgan Assot Manogoment. Seotors shown above orne provided by Bloom borg unless othorsiss notod
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DISCLOSURE

Stocks offer long-term growth potential but may fluctuate more and provide less current income than other investments. An investmentin the stock market should be made with an understanding of the risks associated with common stocks, including
market fluctuations. Stock dividends are not guaranteed. Investments primarily concentrated in one sector may be more volatile than those that diversify across many industry sectors and companies. The technology industry can be significantly affected
by obsolescence, short product cycles, falling prices and profits, and competition from new market participants. Global/International investing involves risks not typically associated with US investing, including currency fluctuations, political instability,
uncertain economic conditions, different accounting standards, and other risks not associated with domestic investments. Investments in emerging markets may be subject to additional volatility. Stocks of small and mid-cap companies may also be
subject to greater risk than that of larger companies because they may lack the management expertise, financial

resources, product diversification and competitive strengths to endure adverse economic conditions.

The value of fixed income securities will fluctuate with changes in interest rates, prepayment payment rates, exercise of call provisions, changes in the issuer’s credit ratings, market conditions, and other variables such that they may be worth more or
less than original cost if sold prior to maturity. There is also a risk that the issuer will be unable to make principal and/or interest payments. Although treasuries are considered free from credit risk they are subject to other types or risks. These risks
include interest rate risk, which may cause the underlying value of the bond to fluctuate, and deflation risk, which may cause the principal to decline and treasury securities to underperform traditional securities.

The material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any security or instrument or to participate in any trading strategy. Past performance is not indicative of future results and there is
no assurance that any forecasts/targets mentioned in this report will be attained. The indices have been provided for information/comparison purposes only. Individual investors cannot directly investin an index.
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