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Equity Markets End with Gains in Roller Coaster of a Day

o Before rebounding, the S&P 500 fell nearly 2.5% and briefly entered correction territory on Monday.
e The Nasdag Composite fell nearly 5% before finishing the day in positive territory.
e Investors are worried about the Fed, geopolitical tensions and slowing economic data.

It was a roller coaster of a day for investors to start the week. When futures markets opened on Sunday night,
investors seemed optimistic and futures markets were pointing to a positive market open, but then sentiment
started to fade as investors feared a conflict between Russia and the West on the Ukrainian boarder. In addition,
the Fed meeting will conclude on Wednesday and they could signal a more hawkish tone and announce plans to
raise interest rates as soon as March to combat inflation. Markets opened down and continued in that direction
when IHS Markit released their flash Purchasing Manager Index (PMI) for the manufacturing and service sectors,
which both fell more than expected. The combined composite index was the lowest in 18 months and the service
sector PMI came in at 50.9, just barely above contraction territory (below 50 is contraction). Omicron supply
disruptions likely led to below-expectations index readings.

“Buy-the-dip” investors were common last year, but they appeared to be missing early in 2022 as markets
continued to slide. That changed late in the afternoon and markets rebounded to recoup all their losses and end
in positive territory. This was welcome news for investors, but the fears that drove markets lower in the morning
did not just disappear. Those uncertainties remain.

While we don’t think markets will retrace March 2020 lows, we do think volatility will remain in markets for some
time. The good news is that earnings and economic growth should be supportive. Earnings have been somewhat
lackluster but around 75% of companies that have so far reported earnings have beaten expectations. While
economic growth is slowing, it is still expected to be relatively high compared to pre-pandemic levels. Omicron
appears to be slowing and this should ease some supply side constraints.

As far as the bad news, the Fed is expected to raise rates sooner than later to combat inflation. Arguably much of
this is now priced into markets already. There is the possibility that the Fed overshoots and hurts the labor market,
but the Fed will likely be cautious. Perhaps the biggest risk is rising long-term bond yields, which the Fed has less
control over. Rising bond yields tend to hurt technology stocks the most as they are discounted over long periods
of time for earnings growth. The Fed will taper its bond purchases which should pressure long-term yields higher,
but there is still foreign demand for U.S. Treasuries and geopolitical risks only add to that demand. Geopolitical
events are hard to predict and their impact to markets are sometimes even harder. The uncertainty tends to favor
currencies such as the U.S. Dollar and safe-haven government bonds such as U.S. Treasuries.

We reiterate that in 2022, our primary investment themes are slowing economic growth, a more hawkish Fed, and
an increase in market volatility. With market risks rising, we continue to anticipate more volatility in the near term.
Any disruption to current expectations could be a headwind for stocks, and with stock market valuations priced to
perfection, this could amplify any volatility. Still lingering stimulus, a financially healthy consumer and the eventual
abatement of supply chain issues suggest limited market downside. We maintain that diversification is key in this
market. In these times, your financial professional can help you stay focused on your long-term risk and return
goals and help you with your personalized investment objectives

This report is created by Cetera Investment Management LLC. For more insights and information from the team,
follow @CeteralM on Twitter.
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About Cetera® Investment Management

Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®.
Cetera Investment Management provides market perspectives, portfolio guidance, model management, and other
investment advice to its affiliated broker-dealers, dually registered broker-dealers and registered investment
advisers.

About Cetera Financial Group

“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera
Advisors LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial
Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied Securities, Inc. All firms are
members FINRA / SIPC. Located at 655 W. Broadway, 11th Floor, San Diego, CA 92101.

Disclosures

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services
and receive transaction-based compensation (commissions), Investment Adviser Representatives who offer only
investment advisory services and receive fees based on assets, or both Registered Representatives and
Investment Adviser Representatives, who can offer both types of services.

The material contained in this document was authored by and is the property of Cetera Investment Management
LLC. Cetera Investment Management provides investment management and advisory services to a number of
programs sponsored by affiliated and non-affiliated registered investment advisers. Your registered representative
or investment adviser representative is not registered with Cetera Investment Management and did not take part
in the creation of this material. He or she may not be able to offer Cetera Investment Management portfolio
management services.

Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal
advice to any individual without the benefit of direct and specific consultation with an investment adviser
representative authorized to offer Cetera Investment Management services. Information contained herein shall
not constitute an offer or a solicitation of any services. Past performance is not a guarantee of future results.

For more information about Cetera Investment Management, please reference the Cetera Investment
Management LLC Form ADV disclosure brochure and the disclosure brochure for the registered investment
adviser your adviser is registered with. Please consult with your adviser for his or her specific firm registrations
and programs available.

No independent analysis has been performed and the material should not be construed as investment advice.
Investment decisions should not be based on this material since the information contained here is a singular
update, and prudent investment decisions require the analysis of a much broader collection of facts and context.
All information is believed to be from reliable sources; however, we make no representation as to its completeness
or accuracy. The opinions expressed are as of the date published and may change without notice. Any forward-
looking statements are based on assumptions, may not materialize, and are subject to revision.

All economic and performance information is historical and not indicative of future results. The market indices
discussed are not actively managed. Investors cannot directly invest in unmanaged indices. Please consult your
financial advisor for more information.

Additional risks are associated with international investing, such as currency fluctuations, political and economic
instability, and differences in accounting standards.

A diversified portfolio does not assure a profit or protect against loss in a declining market.

Glossary

The NASDAQ Composite includes all domestic and international based common type stocks listed on The
NASDAQ Stock Market. The NASDAQ Composite Index is a broad based index.

The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad
domestic economy through changes in the aggregate market value of 500 stocks representing all major industries
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