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The concluding quarter of 2022—one of the most tumultuous calendar years across financial markets in
recent memory—started strong for risk-seeking investors, particularly those emphasizing domestic
markets. While some of this strength has since dissipated in the early trading activity of the first half of
November, performance across the major asset classes and categories mostly reflected a risk-on tone in
October. The Federal Reserve’s (Fed’s) 75-basis-point increase to the policy rate on November 2, as well as
hawkish near-term forward guidance, affirmed the Fed’s steadfast pursuit of restoring price stability amid
the most severe cost of living crisis since the early 1980s.

Canvassing the key corners of the global financial markets, the global equity asset class experienced
strongly positive but dispersed results during the month. Domestic equities outperformed developed
international equities and significantly outperformed emerging market equities on the month. The latter
suffered a double-digit monthly decline from its largest geographic constituent, China. Stylistically, value
meaningfully outperformed growth on the month, with elevated returns across the energy and financial
GICS sectors serving as key drivers of the relative outperformance. From a capitalization standpoint, the
risk-on bias during the month supported strong relative outperformance across small and microcap
equities.

The rate-sensitive corners of the bond market faced further performance headwinds through a continued
rise across interest rates. This theme seemed to be supported by stubbornly high inflation and ongoing Fed
tightening measures. However, a monthly narrowing of credit risk premiums helped ease broader financial
conditions during the month.

Similar to global equity, most major real assets categories witnhessed solid positive performance in
October, particularly among energy-oriented sectors, with OPEC Plus’s early October announcement of a
two million barrel-per-day cut across production targets underpinning the sector’s strength.
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Economic Update

Fourth Quarter Begins with Risk Assets Shrugging Off Inflationary Concerns
and Fed Tightening

October delivered healthy returns across the majority of risk-oriented corners of the global financial
markets, most notably in the U.S., where domestic equity returns easily bested those generated by the
international developed and emerging market constituency.

While at times the rallies that occurred during the month felt sustainable, this was most likely due to the
growing view that a Fed “pause” in tightening conditions was on the horizon. However, the Fed's early
November decision to increase the overnight policy rate by 75 basis points, the fourth consecutive hike,
combined with hawkish near-term forward guidance by Chair Jerome Powell at the press conference on
November 2 following the rate hike announcement, affirmed the Fed's restrictive stance.

Despite the Fed embarking on one of the most aggressive tightening campaigns in the modern era, core
inflation throughout 2022 has proven stickier than many market participants initially anticipated, given the
narrative in late 2021 and early 2022 that multi-decade high inflation was merely a “transitory”
phenomenon. Through September, core consumer price inflation stood at an annual rate of 6.6%, the most
elevated rate since 1982 and more than triple the Fed's 2% inflation target.



U.S. CORE CPI AND CORE PCE (YEAR-OVER-YEAR CHANGE)
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Monetary policy actions taken by the Fed, which are lagging in impact, may ultimately help restore the
price stability the Fed seeks. The incredibly sharp year-to-date deceleration in money supply growth amid
hikes to the policy rate and a reduction in the size of the Fed’'s balance sheet, as well as the related result of
declining banking system reserve liquidity, may serve as primary headwinds to further gains in inflationary
momentum.

When viewed through a 15-month lead time, the marked deceleration across M2 money supply growth in
2022 is expected to represent a critical downward force on the near-term inflationary bias. Through
September, year-over-year growth across the M2 money stock stood at just 2.6%, a pace 4.5 ppts below the
historical average of 7.1% and the slowest growth rate since exiting the Global Financial Crisis. When viewed
through this lens, we believe the significant year-to-date decline of the money supply should help restore
price stability in the near term. This dynamic would be a welcomed development for the Fed but a
potentially destabilizing macro force across the domestic growth engine.

M2 MONEY GROWTH (FORWARD 15 MONTHS) vs. CPlI (YEAR-OVER-YEAR)
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Similar to the beginning of the third quarter, performance for the first month of the fourth quarter proved
robust for the majority of risk-oriented sectors, notably domestic, as anticipation of a “pause” in Fed
tightening grew. This positive momentum encountered resistance in early November, however, as investors
digested the Fed's latest tightening measures and the expectation for more to come on the near-to-
intermediate horizon.
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Global Equity

Global equity returns were positive over
the month. Third quarter GDP reported in
October surprised to the upside. However,
consistently elevated inflation, strong
labor markets, and economic growth
reinforced the Fed's hawkish stance. In
early November, the October rally faded
when the Fed committed to raising interest
rates until inflation is under control during
the press conference following the Fed’s
announcement of its fourth consecutive
75bps rate hike.

Value equities  outperformed growth
equities across the market cap spectrum.
The energy sector was the top performer,
while the communication services and
consumer discretionary sectors were the
primary laggards. Third-quarter earnings
results primarily drove sector and stock
performance. Some of the largest com-

SMALL AND VALUE STOCKS LED THE RALLY
U.S. Style Returns
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panies in the communication services and
consumer discretionary sectors, including
Google, Meta, and Amazon, posted
underwhelming earnings and credited
softening advertising revenue due to broad
economic slowdowns.

European equities also posted gains during
October. The energy and industrial sectors
saw the most robust performance on the
back of rising gas and oil prices.
Consequently, Europe’s record-high infla-
tion of 10.7% year-over-year negatively
impacted consumer confidence, hurting the
consumer discretionary and staples sector
performance. Although volatile, UK equity
returns were also positive in October. The UK
government created a plan to issue tax cuts
to support growth and consumers during
the energy crisis. The markets responded
poorly, however, with UK equities selling off
and causing the Bank of England to
intervene in the bond market. Amidst all the
chaos, then-Prime Minister Liz Truss
resigned after just 44 days in office.

Japanese equities finished October with
positive returns. The Japanese auto industry
saw increased exports during the third
quarter, benefitting fundamentals. However,
the yen continued its sell-off against the U.S.
dollar in October, and the Bank of Japan
intervened in the currency market for the
first time in 27 years in an attempt to halt
the yen's decline.

Emerging market equities finished the
month in negative territory. China and
Taiwan, comprising over 35% of the MSCI
Emerging Markets Index, drove poor
performance, as most emerging market
equity returns were positive. The outcomes
of the National Congress of the Chinese
Communist Party led to a big sell-off of
Chinese equities. President Xi Jinping was
elected for his third term, and some party
members were promoted based on loyalty
to Xi. President Xi made statements
supporting common prosperity, domestic
production, and security, dampening foreign
investor sentiment. The Chinese services
sector was hit especially hard due to
sporadic COVID-19 lockdowns stemming
from the nation’s zero-COVID policy. Taiwan
has experienced harsh effects stemming
from the Western-led slowdown as global
demand for semiconductors and other
components has hurt economic growth.
Emerging market returns have also been
negatively impacted by the strength of the
U.S. dollar, which is near an all-time high
relative to the JP Morgan Emerging Market
Currency Index.

EX-CHINA, EMERGING MARKETS WERE STRONG
MSCI Indices Performance (Returns in U.S. Dollars)
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Fixed Income

Rates continued their relentless march
higher to kick off the fourth quarter. The
10-year Treasury yield rose 27 bps to 4.1%
after reaching a fresh cycle high of nearly
4.3%. Rate volatility persisted as the 10-
year yield traded in a 0.6% range during the
month. The front end of the yield curve was
repriced higher as the market anticipated
additional rate increases. The 2-year Trea-
sury yield rose 29 bps to 4.5%, slightly off
the cycle high of 4.6%. The 10-year/2-year
Treasury spread remained inverted for the
fourth consecutive month.

Inflation breakevens rebounded in October
following a strong decline from April through
the third quarter. The CPI data released in
mid-October surprised to the upside once
again. Yet another hot inflation print sent
the 10- and 5-year inflation breakevens
higher by 37 bps and 53 bps, respectively.
While goods inflation has begun to cool since
the summer, services remain stubbornly
sticky. Furthermore, Powell has highlighted
that while long-term inflation expectations
remain anchored, persistently high inflation
readings can undermine forward-looking
expectations, and the risk of overtightening
is less than the risk of easing policy too
quickly.

High vyield credit spreads tightened in
sympathy with the broader risk rally during
the month. Investment grade (IG) spreads
were relatively flat, but high yield (HY)
option-adjusted spreads (OAS) fell 80 bps.
The lowest segment of the IG universe,
BBB-rated bonds, ended the month with
spreads near their highest levels of the
year—above 2%—despite HY spreads sitting
well below their 2022 wides. Policymakers
tend to be sensitive to credit stress in the
HY market permeating into the IG market as
a barometer for broader financial stability.

The U.S. dollar has witnessed extraordinary
strength thus far in 2022 at the expense of
foreign developed and emerging market
currencies. The U.S. Dollar Index (DXY) has
risen over 16% on a Yyear-to-date basis.
Foreign central banks and governments
have expressed concerns over the dollar's
strength; however, domestic officials show
little concern. U.S. Treasury Secretary Janet
Yellen said the strength of the dollar is a
“logical outcome” of differing monetary
policy stances globally. The U.K. government

INFLATION BREAKEVEN RATES REVERSED THE
DOWNWARD TREND
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BOND MARKETS WEAKEN AMID RISING RATES
Fixed Income Index Returns
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and the Bank of Japan have taken direct actions to
support their currencies and to address financial
stability concerns. Should the Fed remain on its course
“until the job is done,” stress and volatility may persist in
the currency markets.



Real Assets

Real Estate

Excluding developed Asia and emerging
markets, publicly traded real estate
securities (REITs) provided modest returns
during October. Asia and emerging markets
have underperformed amid a weakening
growth outlook, a real estate liquidity crisis in
China, and rising U.S.-China tensions,
creating a wave of ex-China strategies as
asset managers look to fulfill investors’
demand to target international markets but
exclude exposure to China.

REITs have broadly been hindered by the
historical surge in interest rates over the past
seven months and trade at deep discounts to
net asset values (NAV).

On a month-to-date basis, most sectors
rebounded sharply based on robust third-
quarter earnings reports, continued dividend
hikes, and several REITs raising earnings
growth outlooks for the end of the year.
Additionally, better-than-expected u.s.
economic data potentially revived soft-
landing hopes. The office sector continued to
underperform as the outlook remained
uncertain due to remote work trends.

Natural Resources

Volatility in the energy market continued

through October, as weak China
manufacturing data was released amid
more COVID-19-related lockdowns, OPEC

Plus released its World Oil Outlook, and
President Biden announced plans to
introduce a windfall tax on oil companies that
record outsized profits without reinvesting
in production. The tax is considered unlikely
to pass the Senate, however. Furthermore,
the U.S.-backed plan to cap prices of
Russian oil faced resistance, while OPEC Plus
raised global oil demand estimates despite
recently announcing production cuts.

REAL ESTATE GAINED IN THE U.S. AND EUROPE
Trailing REIT Performance by Geography
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REAL ESTATE GAINS WHILE HOUSING SHOWED

WEAKNESS

U.S. REIT Trailing Performance by Property Type
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Natural gas prices remained elevated as the
Energy Information Administration (EIA)
forecasted colder weather this winter, and

ENERGY PRICES, OFF HIGHS, REMAIN VOLATILE
Price of West Texas Intermediate (WTI) Crude and U.S. Natural Gas
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INFRASTRUCTURE GAINS LED BY MIDSTREAM ENERGY
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Diversifying Strategies

Although hedge funds declined broadly
during the quarter, performance compared
well to traditional equity and fixed-income
markets. Relative value and macro strategies
produced positive returns over the quarter,
while equity hedge and event-driven both
had negative results.

Systematic  trend  following  strategies
generated strong performance due in part
to a surging U.S. dollar against a plunging
British pound. Short equity positions
benefited from steep equity market
declines.

Equity hedge manager’s continued
weakness in technology and healthcare-
focused strategies led to poor returns.
The only bright spots within long/short
equity were energy-oriented managers
who benefited from persistent supply
shortages. Additionally, equity market-
neutral strategies, which attempt to remove
general market risk, performed well.

Event-driven manager returns were
negative across the board except for merger
arbitrage strategies. Activist managers, who
tend to carry higher equity beta, struggled
toward the end of the quarter, wiping out
early gains.

HEDGE FUNDS HAVE STRONG OCTOBER
HFRI Indices Performance Returns (U.S. Dollars)
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IMPORTANT DISCLOSURE INFORMATION

This document is for information purposes only and is not intended as an offer or solicitation, or as the
basis for any contract to purchase or sell any security, or other instrument, or to enter into or arrange any
type of transaction as a consequence of any information contained herein.

The information enclosed in this presentation is confidential. By accepting it, you agree to treat it is as such
and any unauthorized use or disclosure of this presentation or the information enclosed herein is strictly
prohibited.

This presentation does not take into account your particular investment objectives, financial situation or
needs, and should not be construed as financial or legal advice. The information contained herein is
preliminary, is merely a summary, and is subject to change without notice.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources
believed by Camden Capital to be reliable. Neither Camden Capital nor any of its affiliates or
representatives makes any representation or warranty, express or implied, as to the accuracy or
completeness of the information contained herein and nothing contained herein may be relied upon as an
indicator or representation as to prior or future performance. Some of the materials contained herein may
be characterized as “forward-looking statements”, which can be identified by the use of forward-looking
terminology such as “may”, “will", “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”,
“continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology, and
which may include, among other things, projections of future performance, estimates, forecasts, scenario
analysis, or pro forma information. Such forward-looking statements are based on assumptions with
respect to significant factors that may not prove to be correct and you should understand the assumptions
and evaluate whether they are reasonable and appropriate for your purposes.

All analyses and projections depicted herein are for illustration only, and are not intended to be
representations of performance or expected results. The results achieved by individual clients will vary and
will depend on a number of factors including prevailing dividend yields, market liquidity, interest rate
levels, market volatilities, and the client's expressed return and risk parameters at the time the service is
initiated and during the term. Past performance is not a guarantee of future results.

Investors should seek financial advice regarding the appropriateness of investing in any securities, other
investment or investment strategies discussed in this report and should understand that statements
regarding future prospects may not be realized.

Although information in this document has been obtained from sources believed to be reliable, we do not
guarantee its accuracy, completeness or fairness, and it should not be relied upon as such. This document
may not be reproduced or circulated without our written authority.

All data is as of September 30, 2022 unless otherwise noted.
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Honesty, integrity, authenticity and expertise are at the heart of the premier
client service experience. While this may sound old-fashioned, we believe this
remains revolutionary and is at the core of everything we do.

This document is confidential and intended solely for the addressee. This document may not be published nordistributed
without the written consent of Camden Capital, LLC. Advisory Services offered through Camden Capital, LLC, an SEC registered Investment Advisor.
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