WEEK ENDING 5/14/21

BECKER WEALTH

MANAGEMENT,

LLC

A WEEKLY NEWSLETTER PUBLICATION OF VIRTUE CAPITAL MANAGEMENT

Markets fall while wrestling with inflation indicators.

he key market driver
we saw last week was
clearly markets wrestling
with several inflation
indications courtesy of
a relatively full calendar of economic
releases.

Investors adhering to the old market
aphorism - “Sell in May and Go Away”
were emboldened a bit as U.S. equity
markets fell approximately 1%-2% on
average while developed international
markets participated on the downside but
not quite to the same extent. Technol-
ogy and consumer discretionary (i.e.,
AMZN and TSLA) led on the downside
while consumer staples, materials, and
financials actually managed to post
small gains. Rates moved slightly higher
across the curve on the inflation data but
importantly, not meaningfully so. The
USD appreciated slightly, and commod-
ities traded lower due to softness across
the industrial metals while oil prices
increased 1% to trade above $65/bbl.

Market Anecdotes

« Financial market reactions to the
highly anticipated move higher in
inflation was informative with volatility
pronounced in longer duration growth
stocks, a relatively muted reaction in
U.S. treasury markets, and gold actually
trading down early in the week.

o Consumer Price Index (CPI) wasn’t
the only anxiety provoking inflation
data point last week. The NFIB survey
showed businesses raising prices, five-
year breakevens rose to their highest level
since 2006, and Chinese Producer Price
Index (PPI) moved firmly higher.

« Stocks and bonds haven't been pro-

viding diversification benefits of late as
the correlation between stock prices and
bond yields has been falling notably over
the past several months.

o Strategas emphasized the case for a
bearish U.S. Dollar, upward bias on rates,
and value overgrowth referencing tech-
nicals and underlying market internals.
They also noted, according to two specific
metrics, Monday morning marked the
loosest monetary and financial condi-
tions ever.

 Fourteen Fed speaking engagements
last week did all they could to reassure
markets the FOMC is not blinking in the
face of the higher ‘transitory’ inflation
data front and center last week.

« Futures markets received the news by
pricing in rate hikes sooner here in the
U.S. and Eurozone. Eurodollar futures
priced a 9 bps more tightening over 2021-
2023 in response to CPI data.

« With the Bank of Canada and Bank

of Europe having announced plans to
taper, timing of other major central banks

looms. The Fed timing hinges on both
inflation expectations and labor market
tightness. European Central Bank indica-
tors include inflation and Italy-German
bond spreads while the Bank of Japan
cites realized inflation.

« The Atlanta Fed GDPNow model
estimate for real 2Q GDP growth fell
from 13.6% to 11.0% in response to the
big miss on the April jobs report.

1| Economic Release Highlights

o April's CPI report surprised notably

| on the upside with headline and core

registering 4.2% and 3.0% respectively.
o April Retail Sales report fell short of

{ | expectations coming in flat Month over

Month versus 1% consensus after a 9.8%
surge in March.

o Industrial production in April grew
0.7% Month over Month, short of con-
sensus calls for 1.2%. The manufacturing
component also missed expectations
(0.4% vs 1.8%).

» May’s preliminary University of Michi-
gan Consumer Sentiment registered 82.3,
well below forecast of 90.3 from April’s
88.3 level.

o NFIB Small Business Optimism Index
rose to 99.8 as expected, just shy of con-
sensus 100.8.

o The March JOLTS report showed job
openings of 8.123mm, well in excess of
consensus estimates for 7.455mm.

o Chinas April PPI moved from 4.4%

to 6.8% Year over Year, coming in above
consensus estimates for 6.5%.

o The May German ZEW survey
revealed some positive momentum for
the Euro Area with the current situation
component rising 8.7 points from April
and the economic expectations compo-
nent surging 13.7 points to 84.4.
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INSIGHT

MARKET ANALYSIS

Equity Level 1Wk 1Mo 3 Mo YTD 1Yr Commodities  Current 3/31/21 12/31/20 9/30/20
Dow Jones 34382 (1.08) 2.08 9.80 13.09 48.58  Oil (WTI) 64.92 59.19 48.35 40.05
NASDAQ 13430 (2.32) (3.03) (4.55) 4.46 51.32 Gold 1836.60 1836.60 1887.60 1886.90
S&P 500 4174 (1.35) 1.30 6.47 11.73 48.72
Russell 1000 Growth (2.10) (2.05) (1.08) 4.48 46.04  Currencies Current 3/31/21 12/31/20 9/30/20
Russell 1000 Value (0.72) 3.69 11.66 18.08 56.44 USD/Euro ($/€) 1.21 1.17 1.23 1.17
Russell 2000 (2.04) (0.96) (2.59) 13.01 81.80  USD/GBP ($/£) 1.40 1.30 1.37 1.29
Russell 3000 (1.44) 0.69 4.52 11.15 53.14  Yen/USD (¥/$) 108.52 108.52 103.19 105.58
MSCI EAFE (1.28) 1.38 4.25 8.21 48.23
MSCI Emg Mkts (2.99) (2.02) (8.07) 1.87 48.67 TreasuryRates Current 3/31/21 12/31/20 9/30/20
Fixed Income AYield 1Wk 1 Mo 3 Mo YTD 1Yr 3 Month 0.01 0.03 0.09 0.10
US Aggregate 2.00 0.01 (0.05) (0.12) (0.14) (0.52) 2Year 0.16 0.16 0.13 0.13
High Yield 4.79 0.01 (0.13) (0.24) (0.33) (1.25) 5Year 0.82 0.92 0.36 0.28
Municipal 1.87 0.00 (0.01) (0.02) (0.04) (0.22) 10 Year 1.63 1.74 0.93 0.69
30 Year 2.35 2.41 1.65 1.46
Style Returns S&P 500 Sector Returns
v B G 100
8.0
L 205 052 | 309 60 8.3
4.0 G 6.0
=} . a
M 137 | 071 | 48 £ 20 = = £
= 00 2
2.0 -1.8 -2.6 -1.8 -1.2
s 182 | 79 | -559 20 |
6.0
2 = 3 2 @ ] 2 @ z g g
& 3 E 5. : 2 3 £ 2 °
- g g 2
v B G 450
40.0 42.8
L 18.08| 11.03 | 4.48 350
30.0
= 250 29.2 a
™M 20.15 | 12.85 -0.07 = 200 E
15.0 186 21.8
10.0 : 15.9 14.4
S 25.86 | 13.01 1.17 50 | 5.1 5.5 9.2 4.5 5.9
00
2 T = 3 E 2 = £ £ 32
§ o o ] S ] T g L E g
5 § " & £ £ = 3 § : 3
Y < e & 8

7()/BECKER WEALTH

MANAGEMENT, LL

949-724-4575 | www.beckerwealthmanagementllc.com

Investment Advisory Services are offered through Virtue Capital Management, LLC, an SEC Registered Investment Adviser. VCM and Becker Wealth Management are independent of each other.
This newsletter is not to give investment advice. Before investing in any advisory product please carefully read any disclosure documents, including without limitation, the firm’s Form
ADVs. Indices do not reflect the deduction of any fees or expenses. They are not available for direct investment. Exposure to an asset class represented by an index is available through
investable instruments based on that index. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE)
and the Nasdaq. The DJIA was designed to serve as a proxy for the broader U.S. economy. The Nasdaq Composite Index is the market capitalization-weighted index of over 3,300
common equities listed on the Nasdaq stock exchange. It is used as a broad-based market index. The S&P 500 index is designed to be a broad based unmanaged leading indicator of U.S.
equities and is meant to reflect the risk/return characteristics of the large cap universe or representative of the equity market in general. The Russell 3000® Index measures the
performance of the largest 3000 U.S. companies representing approximately 98% of the investable U.S. equity market. Total Return assumes dividends are reinvested. The Russell 1000 is
a subset of the Russell 3000 Index. It represents the top companies by market capitalization. The Russell 1000 measures the performance of those Russell 1000 companies with higher
price-to-book ratios and higher forecasted growth values. The Russell 2000 index is an index measuring the performance of approximately 2,000 small-cap companies in the Russell 3000
Index, which is made up of 3,000 of the biggest U.S. stocks. The Russell 2000 serves as a benchmark for small-cap stocks in the United States. Visit www.russell.com/indexes/ for more
information regarding Russell indices. The MSCI EAFE Index is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed
markets, excluding the US & Canada. The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the
global emerging markets. The information published herein is provided for informational purposes only, and does not constitute an offer, solicitation or recommendation to sell or an offer
to buy securities, investment products or investment advisory services. Nothing contained herein constitutes financial, legal, tax, or other advice. These opinions may not fit your financial
status, risk and return profile or preferences. Investment recommendations may change, and readers are urged to check with their investment adviser before making any investment
decisions. Estimates of future performance are based on assumptions that may not be realized. Past performance is not necessarily indicative of future returns or results. No
representation is made as to the accuracy, completeness or timeliness of the information in this material since certain information herein is based on or derived from information provided
by independent third-party sources. All enclosed material including market analysis data provided Taiber Kosmala & Associates, LLC. There is no duty to update this information. The
Wilshire 5000 Total Market Index represents the broadest index for the U.S. equity market, measuring the performance of all U.S. headquartered equity securities with readily available
price data. The PHLX Semiconductor Sector Index (SOX) is a capitalization-weighted index composed of 30 semiconductor companies. The companies in the Index have primary business
operations that involve the design, distribution, manufacture and sale of semiconductors. The index is designed to track the performance of listed semiconductors. The Case-Shiller Index,
formally known as the S&P/Case-Shiller Home Price Index is made up of several indexes that track the value of single-family detached residences using the arms-length and repeat-sales
methods. It is used as a barometer not just of the housing market, but also of the health of the broader economy. For more information on the index, please visit https://
www.spglobal.com/. All information obtained from Taiber Kosmala & Associates (2020. The secured overnight financing rate (SOFR) is a benchmark interest rate for dollar-denominated
derivatives and loans that is replacing the London interbank offered rate (LIBOR). Interest rate swaps on more than $80 trillion in notional debt switched to the SOFR in October 2020.
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