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Fat Bear Market

Annual Returns S&P 500 Index, 1928-2022
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Fat Bear Market

Source: BofA
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Fat Bear Market

2022 YTD Returns Selected Assets MSCI amu(s) — 14
Commoditi —————— 13
USDtrad&wtd — 12
USD 3M cash 0

US Lev Loans -2 W=

JGBs 5 w—

Topix -6 —
MSCI India ($) -10
Australia equities A0 =—
Euro linkers Al =
US HY credit 13
EM FX (ELMI) 13
US linkers -14
GBI Global 14

Euro HY credit 44 ve—

EM Bonds (GBI-EM) -14
US Treasuries -15
S&PS00 Value -15
S&P500 Momentum A7
EMU Bonds -18
EM Corporates -18
US HG credit -20
MSCI EMU 21
Convertibles -2

S&PS500
Russell 2000 -23
S&PS00 Quality -23
EM Sovereigns -24
MSCI A -25

EM Frontier Sovs -29
MSCI EM (in §) -30

S&P500 Growth
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N
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The Root of All Evil — Inflation

US CPI, 1913-2022, Ann. Pct. YOY




Central Banks Playing Catch-Up

Proportion of Global Central Banks Raising Rates, 1982-2022
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Consequences of Monetary Tightening

160~

140-

120~

Broad-Based US Dollar Appreciation

Index, 2010 = 100

100

80"
1980

Source: IMF

85

2000

10

15

20 Jul.

22

Manufacturing PMI New Orders, 2012-2022

e rOZONE =S UK
70 70

i, 14
\. Vi o\

40 40
[
|
30 30
20 I 20
10 [ I [ I I I | 10

12 13 14 15 16 17 18 19 20 21 22

Source: Western Asset, 30 Sep. 2022

-



Consequences of Monetary Tightening

Lending Standards Tightening 4-

Loan demand (+ strong — weaker)
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Consequences of Monetary Tightening — Recession

—— Federal funds: effective rate == Tightening cycle m FOMC projection: median dots (as of Sep. 2022)
««s+sex Nominal neutral rate implied by FOMC projections = Nominal neutral rate estimate CP! inflation (y/y)
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Consequences of Monetary Tightening — Inflation Will Fall

M2, Pct. Change From A Year Ago Breakeven Inflation Rates
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https://fred.stlouisfed.org/graph/?g=VqfA
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Bear Market History

Returns from trough

1-year

09/1929 06/1932 86.2% Crash of 1929, 1st part of Great Depression 121.4% 113.2°
03/1937 04/1542 ).0% 2nd part of Great Depression, WWI 53.7% 5894

56.8% Global Financial Crisis
06/1911 12/1920 51.0% WWI, Post-War Auto Bubble Burst 14.6% 46.4%
03/2000 1072002 49.1% Dot-com bubble burst 33.7% 44 5%
01/1973 10/1974 48.2% Inflationary Bear Market, Vietnam, Watergate 38.0% 673%

11/1968 05/1970 36.1% Start of Inflationary Bear Market 43.7% 59,70
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U l'",’k“'ﬁ ] 0 I %/ 4 ;' N P.} IC OF l 9/ 5 ! 4% bY 6%
02/2020 03/2020 33.9% COVID-19 Crash of 2020 74 8% 99.2%

08/1987 10/1987 33.2% Black Monday 3.2% 54 4%

4/1899 06/1900 30.4% Cornering of Northern Pacific Stock 50.5% 54.2%
05/1946 06/1949 9.6% Post-war Bear Market 42.1% 59.0%

12/1961 06/1962 28.0% Height of Cold War, Cuban Missile Crisis 32.7% 55.74
10/1892 07/1893 7.3% Silver Agitation 6.6% 23.74
01/2022 - 24.1% Great Bond Bear Market - -

11/1886 03/1888 72.0% Depression, Railroad strikes 6.5% 126%
04/1903 09/1903 21.7% Rich Man's Panic 183% 54.5%
08/1897 03/1898 11.1% Cutbreak of Boer War R

071910 70.6% Enfarcement of the Sherman Anti-Trust Act 17.0% 77 40

07/1891 20.1% Barings Brothers Crisis 205% -4.7%

Source: BofA
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Bear Market History
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Bear Market History

1973-1974 1980-1982 2000-2002
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Bear Market History — They All Come Back

2007-2009
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Bear Market History

1957-1959
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Bear Market History

1989-1993

Index (100 = Dec 1989)
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Bear Market History — They All Come Back

S&P 500 Deviation from 200-day MA, 1928-2022 Returns after SPX breaches >20% below 200dma
Date SPX
breached >20% Tm 3m
40% below 200dma
Recession =~ === S&P 500 % deviation from 200dma Nov 1929 8.9% 43% 11.9%
0% Oct 1930 -4.0% -11.9% -8.8%
20% May 1931 41% 3.1% 1.9%
10% Sep 1931 -18.4% -11.4% -33.8%
0% L |i‘. Lk l YT9/A Ik 3! l.l bl ni Al bk ‘ Oct 1937 -10.8% -11.8%
0% May 1940 1.2% 1.8% 2.5%
Phst Korean wa ) Oct 1946 5.2% 8.5% 9.3%
0% Pdst Jun 1962 6.4% 7.2% 8.4%
-30% WWII ;;‘1: 1970s M?:::j;y Dotcom coviD May 1970 6.8% 6.7% 9.8%
-40% Crash Stagflation Aug 1974 0.5% -5.4%
50% | Great & Oct 1987 6.8% 10.8% 10.9%
oy, T Nov 1987 7.6% 11.6% 16.3%
1928 1938 1048 1958 1968 1978 1088 1998 2008 2018 Sep 2001 9.0% 16.1% 15.8%
Jul 2002 12.1% -0.5% 4.3%
Sep 2002 7.5% 11.6% 7.6%
Oct 2008 -14.4% -17.1% 11.6%
Mar 2020 17.3% 20.0% 31.0%
Median 6.4% 43% 76%

Source: BofA
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Valuation—Equities Reasonable, Credit Cheap

Valuation Percentile Global Equities, 1973-2022 Valuation Percentile Global Equities & Bonds, 1990-2022
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Credit Attractive

Investment-Grade Credit High Quality High Yield

500 Bloomberg U.S. Credit Index: Option-Adjusted Spread
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5 Default Rates, Investment-Grade Credit
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Credit Attractive

Implied Defaults High Yield
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Summary

= This a FatBear Market

Stocks and bonds with double-digit declines
Nowhere to hide

» [nflation is the root of this fat bear market

= Monetary tightening will lead to recession

But inflation will fall

= We have had 20 bear markets in 130 years

We have recovered from each one, with the market
leading the economic data

Today is no different
Valuations are attractive; stay invested
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Important Disclosures

Angeles Investment Advisors, LLC attests the information contained herein has been prepared from sources believed reliable but is not guaranteed by us as to its
timeliness or accuracy, and is not a complete summary or statement of all available data. This data is intended solely for our clients, is for informational purposes
only, may not be publicly disclosed or distributed without our prior written consent, and should not be construed as a research report, a recommendation, or an
offer to buy or sell any security referred to herein. Opinions expressed herein are subject to change without notice.
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