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Fed Pivot 2023

The Fed left rates unchanged for the third consecutive FOMC meeting and
signaled that rate hikes are finished, priming the market for rate cuts to come
in 2024. The Fed's statement was updated to acknowledge that growth has

‘slowed” from the strong pace of Q3 GDP, and the characterization of inflation

was updated to recognize that inflation has “eased over the past year" but still

‘remains elevated”

The median dot in the Summary of Economic Projections (SEP) showed 75
basis points (bps) of cuts in 2024, 100 bps in 2025, and 75 bps in 2026 for a
cumulative 250 bps of cuts between 2024-2026. At 2.875%, the median dot for
2026 sits modestly above the median longer run dot, which was unchanged
at 2.5%. The Fed also expects core inflation to come in at 2.4% next year, GDP
growth of 1.4%, and the unemployment rate to rise modestly rise to 4.1%.

The message was very dovish. Dare | say that Chairman Powell's statements
were the most dovish since the infamous Powell pivot in January 2019. Powell
said the Fed will have to cut rates before inflation hits its 2% target and
mentioned that if they wait for the 2% level to be reached, it would be too late.

The market cheered the message of forthcoming rate cuts. The stock and
bond rally that began in November extended further on the news. The equity
market surged, and Treasury yields plunged. While the S&P 500 remains
slightly below its 1/3/2022 all-time closing high (-1.87%), it has reached a
new all-time high on a total return basis, which includes the reinvestment of
dividends. Today alone, 2-year Treasury yields plunged 30 bps to 4.43% while
10-year Treasury yields dropped 18 bps to 4.02%. The 10-year Treasury yield
has now fallen by almost 100 bps since peaking near 5.0% in mid-October.

Coming into the Fed meeting, the market was pricing in 3 rate cuts in 2024.
After the Fed meeting and statements, the market is now pricing in 5-6 rate
cuts over the next 12 months. That seems too aggressive, especially in a
presidential election year. Nonetheless, rate cuts are in the offing, and we
believe the headwind of rising rates has abated.

Data this week confirmed that inflation remains on a glidepath lower. The
Consumer Price Index (CPI) hit 3.1% year over year (YoY) while the Producer
Price Index (PPI) has risen just 0.9% YoY. In our 2023 Market Outlook we said,

“CPI should fall to 3% with the potential for a downside surprise. Base effects,

slowing housing data, and commaodity round trip supports the moderation
of inflation.” That has now played out, and we expect further moderation of
inflation in 2024.
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Importantly, corporate earnings have rebounded from last year and are expected to
continue to grow. We believe this positive fundamental backdrop, along with the increasing
potential for a soft landing for the economy, sets the stage for lower interest rates and
higher stock prices.

Interested in more insights? Register for our 2024 Market Outlook on Tuesday, January
oth at 4 p.m. EST.

The opinions referenced are as of the date of publication and are subject to change due to changes in the market or economic
conditions and may not necessarily come to pass. There is no guarantee of the future performance of any Clark Capital investments
portfolio. Material presented has been derived from sources considered to be reliable, but the accuracy and completeness cannot
be guaranteed. Nothing herein should be construed as a solicitation, recommendation or an offer to buy, sell or hold any securities,
other investments or to adopt any investment strategy or strategies.

For educational use only. This information is not intended to serve as investment advice. This material is not intended to be relied
upon as a forecast or research. Investing involves risk, including the loss of principal. The value of investments, and the income from
them, can go down as well as up and you may get back less than the amount invested. Past performance is not indicative of future
results. The S&P 500 is a stock market index tracking the performance of 500 large companies listed on stock exchanges in the
United States. This document may contain certain information that constitutes forward-looking statements which can be identi-

fied by the use of forward-looking terminology such as ‘may." ‘expect,” "will," ‘hope," “forecast,” ‘intend," “target,” "believe," and/or
comparable terminology (or the negative thereof). Forward looking statements cannot be guaranteed. No assurance, representation,
or warranty is made by any person that any of Clark Capital's assumptions, expectations, objectives, and/or goals will be achieved.
Nothing contained in this document may be relied upon as a guarantee, promise, assurance, or representation as to the future.

Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission. Reg-
istration does not imply a certain level of skill or training. More information about Clark Capital's advisory services and fees can be
found in its Form ADV which is available upon request.
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