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Stocks: Indecisiveness On Display As Market
Participants Process Conflicting Signals; S&P 500 Still
Stuck Between 4,100 / 4,200

There was minimal movement at the index-level last
week as the S&P 500 fell 0.2% and the small-cap
Russell 2000 declined by 1%. The S&P 500 has gone
virtually nowhere since the end of March, rising just
0.4% over that time frame, and complacency
appears to have crept back in as investors have
crowded info a select/small  number of
communication services, consumer discretionary,
and technology names. Case in point, the S&P 500
was again buoyed by the performance of just a few
mega-cap names last week as Amazon (AMZN) and
Alphabet (GOOG), each top 5 weights within the
index, rose 4.3% and 11%, respectively. With delbt
ceiling discussions ongoing, we are debating
whether the next few months will rhyme with 2011,
2013, or prove to be an entirely different adventure.
Following the debft ceiling discussions in 2011, stocks
sold off and long-term Treasuries rallied/yields fell,
despite S&P lowering the U.S. Government’s credit
rating, while a resolution of the debt ceiling in 2013
led to arally in stocks and generated a selloff in long-
term Treasury bonds. With market leadership narrow
and skewing foward defensive sectors, we lean
toward 2011 providing investors with a better
blueprint of what may lie ahead, but given how
many moving parts are involved, now is the fime fo
rely on a strategic asset allocation framework and
avoid making too many tactical shifts as one can

find themselves offsides in short order.

Japan was again a standout performer
abroad as the MSCI Japan index rose 1.1%
on the week, but broad-based weakness out
of the euro area and U.K. offset those gains
and the MSCI EAFE ended the week lower by
1%. The MSCI EAFE index has outperformed
the S&P 500 year-to-date, rising 9.4% vs. 7.4%,
as earnings expectations for euro area
equities have been ratcheted higher while
S&P 500 earnings estimaftes have moved
lower. However, there are some early signs
that economic growth in the euro area is
slowing and lost momentum on the
economic growth front could franslate into
positive earnings revisions stalling out or
moving lower, and lead to profit taking over
the balance of 2023. We will be focused on
data out of

forthcoming economic

Germany, specifically, as exports and
manufacturing orders for March showed a
pronounced deceleration month over
month. Some of the weakness in German
manufacturing orders can be attributed fo a
choppy and uneven opening of China’s
economy but could also be a sign of
weakening demand out of the U.S. as well.

The MSCI Emerging Markets (EM) index fell
0.8% on the week as China, South Korea, and
Taiwan were drags as each country index fell
2.5% or more on the week. The MSCI China
index fell 3.4% on the week as imports fell

7.9% year over year in April, which along with
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coolinflation data during the month, painted
a picture of lackluster consumer demand
that further called into question the strength
COVID

lockdowns. Policymakers in China will likely

of China’s reopening from
respond by affempting to stimulate
economic growth by lowering interest rates
and increasing access to capital, thus we
can't rule out a rebound in Chinese and
emerging market equities driven by this

stimulus.

Bonds: Some Reasons For Optimism As Debt Ceiling
Discussions Get Underway; A Fed Pause in June

Likely

President Biden met with congressional leaders last
Tuesday to discuss raising the debt ceiling and as
expected, neither side appeared to budge off their
initial position. The two sides initially agreed to meet
again last Friday, an encouraging signal that both
Democrats and Republicans are motivated to get a
deal done. However, Friday's meeting was
postponed unfil this Tuesday given minimal progress
on talks atf the staff level last week. On balance, last
week’s debft ceiling/budget discussions were viewed
as less combative and more constructive than
feared, but there's still a long way to go and a short
time to get there for a deal to materialize. The 1-
month T-bill yield rose 20 basis points on the week
and closed at 5.79% amid debt ceiling discussions
and a $35B auction of 4-week T-bills mid-week, and
we expect volatility on the short-end of the Treasury
curve to persist throughout May, particularly with

Treasury's “X-date” remaining in-flux and heavily

dependent upon corporate fax receipts received

prior to the June 15 deadline for corporations to file.

e Economic data releases pushed yields in the
belly of the vyield curve around over the
balance of last week. Inflation data (CPI, PPI)
cooled month over month in April and initial
jobless claims for the week ended May 6 rose
more than expected to a level last seen in
October of 2021, pulling yields on long-dated
U.S. Treasuries lower as economic

downturn/recession fears rose. The 10-year

Treasury yield ultimately ended the week just

2-basis points higher at 3.46% as buying early

in the week on cooler inflation readings was
offset by the University of Michigan

Consumer Sentiment Survey for May which

showed 5-year consumer inflation

expectations moved higher month over
month to 3.2% - the highest level seen dating
back to  2011.

entrenched is of significant concern to the

Inflation  becoming
FOMC and while this is just one data point, will
be worthy of discussion and weigh on the
Committee’s decision to either pause or hike
by another 25-basis points when it meets in
June.

e April Consumer Price Index (CPl) was
released last Wednesday with both headline
and core CPI rising 0.4% month over month,
in-line with the consensus estimate. Year over
year, headline CPl rose 4.9% vs. the 5.0%
estimate, while core CPI rose 5.5% year over

year, a bit hotter than the 5.4% estimate.
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Headline inflation confinuing fo fick lower
month after month is a feather in the cap of
the FOMC, which will view this as evidence
that fighter monetary policy is having a
desired effect; however, the Committee will
be less enthused about a core CPlreading of
5.5% year over year as ex food and energy
inflationary pressures remain far too sticky for
comfort. The FOMC was already likely to
pause in June, and nothing in the April CPI
report would lead us to alter our stance that
the FOMC is likely fo remain on the sidelines
when it meets next month.

The Bank of England (BoE) delivered another
25-basis point hike to its key policy rate last
Thursday, taking it to 4.5%. Inflation in the U.K.
remains elevated, with the Consumer Price
Index (CPI) for March coming in at 10.1%,
above the 9.7% estimate. U.K. CPI for April is
released on May 24 and is expected to slow
to 7.9% year over year, which would be a
notable downshift from the March reading.
The BOE is still narrowly expected to hike by
another 25-basis points when it meets on
June 22, but a sharp month over month
move lower in CPl would potentially allow for
a pause at the next meeting. Interestingly,
the BoE did upgrade tfo its economic growth
estimate for the U.K. economy and no longer

expects arecession in 2023.

What We're Watching:

U.S. Retail Sales for April are released Tuesday
and are expected to have risen 0.8% month
over month after a 0.62% month over month
increase in March.

U.S. Industrial Production for April is also
released Tuesday with a flat month over
month reading expected after a 0.4%
increase in March versus February.

Final Eurozone Consumer Price Index (CPI) for
Aprilis released Wednesday and is expected
to show a 7.0% year over year increase, in-
line with the prior reading. Month over
month, CPl is expected to rise 0.7% in Agpril,
down from 0.9% month over month in March.
Japan's Consumer Price Index (CPI) for April
is released Thursday and a national reading
of 3.4% year over year is expected after a

3.2% year over year reading in March.
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* 3- and 5-Year Returns Annualized

Price/Yield Total Return (%)

S 272023 1 Week Ago 1 Month Age | Yearto Date 1 Year 3 Years 5 Years
Dow Jones Industrial Average 33300462 -1.04 091 122 722 1419 8.30
S&P 500 412408 -0.24 0291 8.48 673 14.63 10.50
MNASDAG 12284.74 0.44 3.04 18.63 9.04 11.82 11.67
Russell 2000 Index 1740.85 -1.04 -1.75 008 1.61 1223 3.02
MSCI World ex US 30078 074 .05 8.0& 10.3% 10.41 267
MSCI EM 973.00 088 -1.84& 252 1.8& 313 08é
Bloomberg U.5. Aggregate 437 023 029 293 087 -3.08 1.15
Bloomberg Global Aggregate 3.50 -0.4é 033 2382 -20& -37é 088
Bloomberg Corporate Index 3.19 018 083 314 0.09 -1.77 1.84
Bloomberg 10-Year Muni Index 335 0.05 .98 285 4.52 039 200
Bloomberg U.5 High Yield Index 8.61 005 0.03 342 3.35 420 313

Price/Yield

9122023 1 Week Ago 1 Month Ago 123112022 1 YearAgo 3Years Ago O Years Ago
Secured Owvernight Financing Rate [yield) 205 308 4.80 4.30 079 008 173
30 Year Mortgage [average rate) &89 683 &.81 566 5.57 357 4.42
2 Year Treasury (yield) 401 391 396 443 2.56 0.1& 253
10 Year Treasury (yield) 3.590 3.44 3.39 3.87 285 0.67 297
30 Year Treasury (yield) 3.82 375 3.62 384 3.02 1.37 3.10
WTI Crude (closing price) 70.04 71.24 83.26 80.25 10413 25.78 70.70
Brent Crude (closing price) 7417 7530 8733 8591 107.45 27958 771z
Gold (NYM $/oz) 201280 2024 .80 201020 182620 1824.60 170680 132070

Source: Bloomberg (3-and 5-Year Returns Annualized)
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Important Notes & Disclosures for Institutional

Investors and/or their Representatives:

The content and any portion of this newsletter is for
personal use only and may not be reprinted, sold, or
redistributed without the written consent of Regions
Bank. Regions, the Regions logo, and other Regions
marks are trademarks of Regions Bank. The names
and marks of other companies or their services or
products may be the frademarks of their owners and
are used only to identify such companies or their
services or products and not to indicate
endorsement or sponsorship of Regions or its services
or products. The information and material contained
herein is provided solely for general information

purposes.

Regions does not make any warranty or

representation relating tfo the  accuracy,
completeness or timeliness of any information
contained in the newslefter and shall not be liable
for any damages of any kind relating to such
information nor as to the legal, regulatory, financial
or tax implications of the matters referred herein. This
material is not intended fo be investment advice nor
is this information intended as an offer or solicitation
for the purchase or sale of any security or other
financial insfrument. Any opinions expressed herein
are given in good faith, are subject to change
without notice, and are only current as of the stated
date of their issue. Regions Asset Management is @
business group within Regions Bank that provides
investment management services to customers of

Regions Bank. Employees of Regions Asset

Management may have positions in securities or
their derivatives that may be mentioned in this report
or in their personal accounts. Additionally, affiliated
companies may hold positions in the mentioned
companies in their portfolios or strategies. The
companies mentioned specifically are sample

companies, noted for illustrative purposes only.

The mention of the companies should not be
construed as a recommendation to buy, hold, or sell
positions in your investment portfolio. Neither Regions
Bank nor Regions Asset Management (collectively,
“Regions”) are registered municipal advisors nor
provide advice to municipal enfities or obligated
persons with respect to municipal financial products
or the issuance of municipal securities (including
regarding the structure, timing, terms and similar
matters concerning municipal financial products or
municipal securities issuances) or engage in fthe
solicitation of municipal entities or obligated persons

for such services.

With respect to this presentation and any other
information, materials or communications provided
by Regions, (a) Regions is not recommending an
action fo any municipal entity or obligated person,
(b) Regions is not acting as an advisor fo any
municipal entity or obligated person and does not
owe a fiduciary duty pursuant to Section 15 B of the
Securities Exchange Act of 1934 to any municipal
enfity or obligated person with respect to such
presentation, information, materials or
communications, (c) Regions is acting for its own

interests, and (d) you should discuss this presentation
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and any such other information, materials, or
communications with any and all internal and
external advisors and experts that you deem
appropriate before acting on this presentatfion or
any such other information, materials, or
communications. Source: Bloomberg Index Services
Limited. BLOOMBERG® is a frademark and service
mark of Bloomberg Finance L.P. and its affiliates
(collectively  "Bloomberg”). BARCLAYS® is «
frademark and service mark of Barclays Bank Plc
(collectively with its affiliates, “Barclays”), used under
license. Bloomberg or Bloomberg’'s licensors,
including Barclays, own all proprietary rights in the
Bloomberg Barclays Indices. Neither Bloomberg nor
Barclays approves or endorses this material or
guarantees the accuracy or completeness of any
information herein, or makes any warranty, express
orimplied, as to the results to be obtained therefrom
and, to the maximum extent allowed by law, neither
shall have any liability or responsibility for injury or

damages arising in connection therewith.
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Source: Limited.
BLOOMBERG® is a tfrademark and service mark of

Bloomberg Index Services

Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). BARCLAYS® is a trademark and
service mark of Barclays Bank Plc (collectively with its
affiliates, “Barclays”), used under license. Bloomberg
or Bloomberg's licensors, including Barclays, own all
proprietary rights in the Bloomberg Barclays Indices.
Neither Bloomberg nor Barclays approves or
endorses this material or guarantees the accuracy or
completeness of any information herein, or makes
any warranty, express or implied, as to the results to
be obtained therefrom and, to the maximum extent
allowed by law, neither shall have any liability or
responsibility for injury or damages arising in

connection therewith.

Imvestment, Insurance and Annuity Products:

Are Mot FDIC Insured | Are Hot & Deposit | May Go Down in Value | Are Not Bank Guaranteed
Are Not Insured by Any Federal Governmant Agency | Are Not a Condition of Any Banking Activity
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