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Fastest Iighl(:ning in Decades

Over the past two years, unprecedented monetary and fiscal stimulus created a boom in demand, while Covid
lockdowns, supply-chain bottlenecks, and Russia’s invasion of Ukraine constrained supply, driving prices higher. In
response, the Fed has belatedly declared its “unconditiona
in the first half of the year and now expects to end the year well over 3% - a huge increase after starting the year at
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commitment fo fighting inflation. It hiked interest rates 1.5%

zero. The Fed also reversed course on asset purchases, ending quantitative easing (“QE”) and quickly transitioning to
quantitative tightening (“QT") as it looks to unwind its $9 trillion balance sheet. As a result, 2022 has seen the sharpest
rate increase and most significant tightening in financial conditions in over 40 years."

Nowhere to Hide

With cash rates rising and the supply of money and credit falling, nearly all asset classes have performed poorly. Markets
have been repricing to offer prospective returns that can (a) compete with the higher expected risk-free rate and
(b) compensate for the heightened level of risk in this environment.

Global equities fell 16% in Q2 and are now off 20% for the year, with growth stocks leading the decline — down 30%
versus only 13% for value. While the S&P 500 had its worst start since 1970, 10-year Treasuries had their worst start
since 1788, now down 11%. Corporates and mortgages fared no better, as not only did underlying Treasury rates rise,
but credit and mortgage spreads also spiked higher. High-yield spreads doubled to 5.7%, offering a nearly 9% total
yield as of June 30 before retracing in July. Mortgage rates are again near é% after starting the year just above 3%.?

These broad selloffs — which are exactly what we'd expect in an aggressive tightening — not only affect asset prices but
will impact the real economy, as falling wealth and rising financing costs curb spending and investment.

Inflation Still High

Prices continue to rise at an uncomfortable pace, up 9.1% in the U.S. and 8.6% Europe versus a year ago. Although
markets expect inflation to decline rapidly and average in the 2% range over the next decade, labor markets remain
“extremely tight,” rents and nominal wages are rising, supply-chain bottlenecks persist, and onshoring efforts may
continue to push costs and therefore prices higher. While many commodities have pulled back recently, energy
production is still near capacity after years of underinvestment, food and energy supplies remain at risk due to the war,
and China’s eventual emergence from lockdown will likely increase demand - all raising the risk that inflation stays
higher for longer than markets expect.’

Recent increases in unemployment claims and slowing momentum in the housing market may help price pressures
moderate, but a far more significant slowdown is likely needed to bring inflation back to target. For now, real (i.e.,
inflation-adjusted) short-term interest rates remain deeply negative, and we know of no historical examples where
negative real rates brought inflation down and kept it there.*

Growth Turning Down

Real economic growth faces headwinds from all sides. For one, inflation hurts growth. Prices for homes, cars, food and
gas are rising faster than incomes, curbing demand, while macroeconomic and pricing uncertainty make it harder for
companies to plan and invest. In addition, tightening brings down inflation in part by slowing growth, which weakens in



response to higher borrowing costs and falling asset values. Zero Covid and a real-estate deleveraging have sidelined
China, and Europe in particular remains vulnerable to commodity shocks.> While consumer and corporate balance
sheets remain healthy, sentiment has now deteriorated, with the Michigan Consumer Sentiment Index reaching all-time
lows. The Fed's most up-to-date forecast suggests U.S. real growth has already declined to -1.5%.°

Recession Seems Likely

Against a disinflationary backdrop over the past 20 years, the Fed could cut rates and buy assets to offset an economic
contraction without fear of inflation. In the current environment, however, easing would only exacerbate inflation, which
the Fed seems committed to fighting — even at the expense of growth. Prices will continue to rise as long as demand
exceeds supply. And since it can take years to bring new supply online, that means demand must weaken significantly
for inflation to abate. We therefore consider a recession likely as the Fed seeks to bring inflation back to target.

Optimistic Pricing

While equity multiples have fallen in response to higher discount rates, earnings expectations have yet to adjust. With
profits near peaks and margins at record highs, we see potential for another leg down in equities as margins come under
pressure and central banks tighten to slow their economies. Moreover, while P/Es in the U.S. have come in line with their
averages, more stable valuation metrics (e.g., price-to-sales and market-cap-to-GDP) are still at or above levels last
seen in the dot-com bubble. Perhaps the strongest support for stocks in the near term is that so many managers are
already betting against them (i.e., many sellers have already sold).”

At the same time, 10-year yields are now back under 3%, with bond markets predicting a quick return to 2% inflation.®
This also seems unlikely. Inflation may moderate as growth weakens and pressures ease, but risks seem skewed to the
upside for all the reasons mentioned. And if growth slows enough to bring inflation down, it is hard to imagine earnings
for U.S. equities continuing to grow at double-digit rates as expected. Equity and bond markets appear to be pricing
two very different outcomes.

Protecting /\g(linsl Sl(lgll(lli()n

Significant tightening has already been discounted, which has increased expected returns and may give assets some
breathing room. But most portfolios remain vulnerable to stagflation — the weak-growth, high-inflation environment we
may be entering. If growth weakens, equities likely have further to fall. And if the Fed blinks as unemployment starts to
rise, inflation may stay higher for longer, hurting bonds and further fueling volatility. The Fed may well find itself oscillating
between an intolerable inflation rate on the one hand and an intolerable economic contraction on the other.

In sum, the range of potential outcomes is wide, and the likelihood of a bad environment for traditional portfolios seems
high. We therefore think diversifying across fundamentally different assets and into alternatives is critical. Commodity-
producer equities, for example, can potentially do well when inflation rises even if other equities perform poorly. Many
energy companies, in particular, seem reasonably valued at current oil prices, with historically high free-cash-flow yields
(>10%) and low forward P/Es (<9).° In addition, other inflation hedges like TIPS and gold can potentially do well when
inflation rises and/or when growth falls, which can provide valuable diversification if equities underperform.

Finally, given that assets may continue to face headwinds, we continue to look to lowly correlated active management
to add value. Managers that hedge and trade flexibly across markets can identify and profit from market inefficiencies
in more volatile markets. Similarly, we continue to target skilled, experienced managers in the private markets, as the
most attractive opportunities often emerge when fear is high and capital scarce.
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IMPORTANT INFORMATION

Past performance is not an indication of future results.

Advanced Research Investment Solutions, LLC (“ARIS") and Evoke Wealth, LLC (“Evoke Wealth”) (collectively referred to hereinafter as “Evoke
Advisors”) are SEC-registered investment advisers that provide investment advisory services and investment consulting services to a select set of clients and
pooled investment vehicles. None of Evoke Advisors’ services are intended to represent a complete investment program.

This publication is for educational, illustrative and informational purposes only and does not represent investment advice or a recommendation of or as an
offer or solicitation with respect to the purchase or sale of any particular security, strategy or investment product, or any Evoke Advisors investment
product mentioned herein. Past performance is not indicative of future results.

Different types of investments involve varying degrees of risk, including possible loss of the principal amount invested. Therefore, it should not be assumed
that future performance of any specific investment or investment strategy (including the investments and/or investment strategies recommended and/or
undertaken by Evoke Advisors), or any non-investment related content, will be profitable, equal any corresponding indicated historical performance
level(s), be suitable for a client's portfolio or individual situation, or prove successful. Nothing contained herein is intended to predict the performance of
any investment. There can be no assurance that actual outcomes will match the assumptions or that actual returns will match any expected returns.

This publication does not constitute, and should not be construed to constitute, an offer to sell, or a solicitation of any offer to buy, interests in any Evoke
Advisors-sponsored fund, which can only be made by means of an offering memorandum and other governing documents for the respective fund.

This publication does not take into account your particular investment objectives, financial situation or needs, should not be construed as legal, tax,
financial or other advice, and is not to be relied upon in making an investment or other decision.

Certain information contained herein constitutes forward-looking statements (including projections, targets, hypotheticals, ratios, estimates, returns,
performance, opinions, activity and other events contained or referenced herein), which can be identified by the use of terms such as “may,
“should,” “expect,” “anticipate,” “project,
various risks, assumptions, uncertainties and actual events, including those discussed herein and in the respective analyses, actual results, returns or
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estimate,” “intend,
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continue” or “believe” or other variations (or the negatives thereof) thereof. Due to
performance may differ materially from those reflected or contemplated in such forward-looking statements. As a result, you should not rely on such
forward-looking statements in making any investment decisions.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources and, while Evoke Advisors believes this
information to be reliable, neither Evoke Advisors nor any of its affiliates make any representation or warranty, express or implied, as o the accuracy,
timeliness, sequence, adequacy or completeness of the information.

The information contained herein and the opinions expressed herein are those of Evoke Advisors as of the date of writing, are subject to change due to
market conditions and without notice, and have not been approved or verified by the United States Securities and Exchange Commission (the “SEC”), the
Financial Industry Regulatory Authority (“FINRA”), or by any state securities authority.

This publication is not intended for redistribution or public use without Evoke Advisors’ express written consent.
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