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a Key Observations

A What We're Watching

A Growth stocks led the charge last week as earnings out A FEurozone Markit Manufacturing Purchasing Managers
of some of the biggest names in the communication Index (PMI) for July is released Tuesday and a 42.7 reading
services sector powered gains. This week will loom large as is expected, in-line with June. An index reading above 50
Amazon, Apple, and AMD, among others, are set to report signals an increase or growth in the manufacturing sector
and could set the tone for the next few weeks. versus the prior month, while a reading below 50 indicates

a decrease or contraction.
Chinese equities rallied on hopes for stepped-up stimulus
measures in the country, and with investors understandably A The US. Manufacturing ISM  (Institute  for  Supply
under allocated to these stocks, a late summer rally driven Management) report for July is released Tuesday with
by offside positioning could be in the cards, potentially a 46.9 reading expected, which would be a modest
spurring gains for the broader MSCI EM index. improvement over the 46.0 reading in June. An index
reading above 50 percent indicates that economic
Central bank actions drove interest rate volatility over activity is generally expanding; below 50 percent, that it is
the balance of last week, with the FOMC leaning more generally declining.
hawkish, the European Central Bank sounding dovish, and
the Bank of Japan surprising markets by tweaking yield A The Nonfarm Payrolls report for July is released Friday, with

curve control. 200k jobs expected to have been created during the
month, down from 209k in June. Average hourly earnings
A Arapidrisein U.S. Treasury yields last Thursday was unsettling are expected to have risen 0.3% month over month in July,
for equity and currency markets, and we continue fo below the 0.4% reading in June.
monitor 5.05% on the 2-year yield and 4.05% on the 10-year
yield for signs yields may be preparing to break higher info

a new frading range.
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What Happened Last Week:

Stocks: Domestic Indices Gain Ground On
The Week But Rising Treasury Yields Has The
Potential To Curb Investor Enthusiasm.

Small-Cap Summer Rolls On As A Soft Landing Becomes
The Base Case. The small-cap Russell 2000 index furned out
its third straight week of gains, rising 1% on the week, and is
now higher by 4.9% month-to-date, outperforming the S&P
500 by 1.8% over that time frame. The Russell 2000 skews
more foward cyclical sectors such as energy, financial
services, industrials, and materials than does the S&P
500, which has much larger exposures to communication
services and informatfion technology. This filt foward
economically sensitive sectors was a headwind for small-
caps earlier this year, but over the past month small-caps
have benefited as capital has rotated out of growthier
pockets of the market. Small-caps outperforming large-
caps (S&P 500) is a positive indication of investor risk
appetite, and this cohort of stocks does appear cheap
relative to its history, but we maintain a neutral stance on
small- and mid-cap (SMid) U.S. stocks as we see the risk/
reward as balanced at the present fime given elevated
interest rates, seasonal concerns and continued pressure
on profit margins from higher labor costs.

Transports At A 52-Week High Isn’t Bearish But Pricing Power
Returning Could Point Toward Inflation Reaccelerating
Later This Year. Transportafion stocks have performed
well year-to-date, with the Dow Jones Transportation
Average higher by 24.6% through last Friday. Last week
brought earnings from some of the truckers and railroads,
and while trailing results were, on balance, lackluster, the
outlook provided by some was encouraging enough and
led to a more constructive outlook than was expected.
Some analysts covering these industries now appear fo
believe 2Q23 may have been the trough in earnings for
these companies, further boosting sentiment surrounding
the transports, another potential feather in the cap
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for market bulls. However, with demand for trucking,
shipping, and railroads potentially bottoming, and pricing
power possibly returning, along with oil and gas prices
rising of late, inflationary pressures could reaccelerate
over coming months, which may keep the Fed in play in
September and beyond.

Emerging Markets Rebound As Chinese Stocks Rally On
Plans For Stepped-Up Stimulus. Last week, the Chinese
government announced addifional policy steps it plans to
take to spur consumption and drive economic growth, with
a focus on adjusting policies to stabilize the beleaguered
real estate market. The MSCI Emerging Market (EM) index
furned out a 2.8% weekly gain, driven in large part by
strength out of China as the MSCI China index rose 9%.
China still faces a litany of problems over the intermediate
fo long-term, specifically, a 21% unemployment rate for
prime working age individuals and an aging population,
along with weakened consumer confidence on the heels
of widespread COVID lockdowns. Despite these troubling
roadblocks, fiscal stimulus and depressed valuations could
increase demand for Chinese stocks over the near-term
and boost the broader MSCI EM index in the process.

Commodity Rally Driven By Soft Landing Hopes, U.S.
Dollar Weakness, And China Optimism. Commodity
prices have risen across the board in recent weeks as
expectations for an economic sofft landing in the U.S.,
a weaker U.S. dollar, and optfimism surrounding China'’s
economic recovery have forced speculators to cover
short positions and/or get long. West Texas Intermediate
(WTI) crude oil has jumped 14% in July fo close at $80.48
per barrel last week, boosting the S&P 500 energy sector
which has gained 5.7% over the same time frame. While
precious metals such as gold and silver have participated
in the commodity rally, industrial metals such as copper
and nickel, along with agricultural commodities linked to
geopolitical concerns such as wheat and soybeans have
fared even better, boosting prospects for a broad swath
of companies in the materials sector. Notably, the S&P
500 materials sector made a 52-week high last Friday,
boosted by stocks fied to paper/packaging, precious
metals, and chemicals, among other industries. Strength
out of the materials sector, along with the industrials
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sector also making a 52-week high last week, provide
support for the economic soft-landing narrative making
the rounds.

Bonds: Developed Market Central Banks
Press On With Rate Hikes; Sovereign Bond
Yields Volatile As Investors Digest The
Bank Of Japan’s Policy About-Face.

FOMC Hikes, Keeps Options Open For September
And Beyond. The Federal Open Market Committee
(FOMC) delivered a 25-basis point hike as expected
last Wednesday, taking the midpoint of the Fed
funds target range to 5.375%. In his post-meeting
press conference, Chair Jerome Powell attempted
tfo maintain flexibility for the Committee in upcoming
meetings but did note that Sepfember could well be
a “live” meeting. Chair Powell confinued to champion
the FOMC's data- dependent and meeting by meeting
approach, noting the Committee’s focus on inflation
data between now and when the FOMC meets in
September. Treasury vyields initially fell and the U.S.
dollar weakened after Chair Powell's press conference
as his remarks were viewed as perhaps leaning foward
the dovish camp regarding future rate hikes, but after
sleeping on it, market participants took his comments
tfo be more hawkish, particularly when compared to
the ECB's stance, which forced Treasury yields higher
and led to a strengthening U.S. dollar.

European Central Bank Delivers Rate Hike, Shifts
To Data-Dependent Approach. The European
Central Bank (ECB) met last Thursday and hiked its
main policy rate by 25-basis points to 3.75%, as
expected, but what wasn't anticipated was the
bank's newly adopfed data-dependent
approach. The ECB letting the data do the talking
could imply a less hawkish path forward for rates in the

central

euro area over coming months should inflationary
pressures continue to subside and/or the outlook for
economic growfth in the Eurozone sour. While the
FOMC is likely to ere on the side of fightening
monetary policy too much to combat inflation, the ECB
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is more likely fo ere on the side of doing too little to
bring down inflation rather than risk over-tightening.
On balance, the ECB is likely fo be incrementally more
dovish moving forward aiming fo avoid a deep and
potentially protracted economic downturn.

Bank Of Japan Surprises Markets, Tweaks Yield Curve
Control Sooner Than Expected. The Bank of Japan
(BoJ) met last Friday, and while the BoJ maintained
its prior yield target of 0% with a +/- 0.50% range
on 10-year Japanese Government Bonds (JGBs), it
announced it would allow greater deviation from that
range and raised the rate at which it would purchase
bonds from the prior 0.50% to 1.0%. This tweak gives the
BoJ some much needed flexibility to implement yield
curve control and after an initial jolt higher in yields,
bond and currency markets appeared to take the
shift in stride. It will be inferesting to see where yields
on 10-year JGBs shake out over the coming weeks as,
perhaps surprisingly, Japanese savers may find a yield
above 0.5% too good to pass up and could step in and
buy JGBs af last Friday's close of 0.55% in short order,
or they may wait patiently and see if yields rise further
before doing so.
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IMPORTANT DISCLOSURES: 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
ofher Regions marks are frademarks of Regions Bank. The names and marks of other companies or their services
or products may be the trademarks 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 hereinis provided solely for general information purposes. Regions does not
make any warranty or representation relating fo the accuracy, completeness or timeliness of any information
contained in the newsletter 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
to be investment advice nor is this information intended as an offer or solicitation for the purchase or sale of
any security or other financial instrument. 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
a 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
entities 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 the solicitation of municipal entities or obligated persons for such
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services. With respect fo this presentation and any other information, materials or communications provided
by Regions, (a) Regions is not recommending an action to 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 15B of the Securities Exchange Act of 1934 to any municipal entity 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 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 presentation or any such other information, materials or communications. Source:
Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P.
and its affiliates (collectively “Bloomberg"). BARCLAYS® is a trademark and service mark of Barclays Bank Plc
(collectively with its affiiates, “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. Source:
Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P.
and its affiiates (collectively “Bloomberg"). BARCLAYS® is a trademark and service mark of Barclays Bank Plc
(collectively with its affiiates, “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.”
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