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An Odd Market Indeed!

Financial Markets

Equity markets are reacting to every piece of news that
comes out and with very little consistency. This past
week was an excellent example given the constant
news flow regarding ongoing issues in the banking
sector and the Fed moving forward with another 25
basis point rate hike. As one may have anticipated,
equity markets fell after the interest rate decision on
Wednesday, only to rally the following two days and end
the week with healthy gains.

The Dow closed the week up 1.18%, the S&P 500 up
1.39%, and the NASDAQ up 1.66%—really quite
remarkable. It appears as if investors are looking for a
light at the end of the tunnel, although many
commentators are writing that the light may be that of a
freight train. As we will explain in our conclusion, that is
not our view.

The Economy

Concerns about the health of the banking system added
a new dimension over the past two weeks. Two very
different but very important issues, bank struggles and
inflation, fell right into the lap of the Federal Reserve as
they convened for the Open Market Committee Meeting.
Last week’s Fed meeting was one of great interest to
economists and investors alike. The Fed was posed with
the question of whether to prioritize the continued fight
against inflation by raising interest rates, or, in an
attempt to ease pressure on banks, opt to hold rates at
their current level. Without hesitation, they continued
the fight against inflation and raised interest rates. By
the end of the week, investors apparently agreed with
this decision, and the market advanced.
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Martin Wolf, economist and columnist for the Financial
Times, titled his last week’s column, “Banks are
designed to fail—and they do.” He goes on to explain
that banks are simultaneously meant to be safe havens
for the public to store their money and profit seeking
takers of risk. The point is, of course, that these goals
are contradictory. Wolf’s answer is better regulation. It
is very likely that we will be hearing quite a bit about the
failure of regulation and whether or not more is needed.
Perhaps closer enforcement is the answer. Anglo-
American economics has always tried to minimize
regulation, and, for the most part, this has been very
successful. The banking system has been the bedrock
of the economy. Confidence is the foundation of the
banking system, as it is built on trust. As we wrote
earlier, banks are a hybrid, which puts them in a position
that requires more regulation and supervision than many
other companies.

Conclusion

Although we have listed two serious problems in
inflation and the banking system, we believe both are
controllable by the Fed. No one really knows the depth
of the banking problems, but the most likely outcome is
that further bank issues will be limited, and the Fed and
FDIC will do their part to ensure stability and confidence.

Inflation is an interesting problem. The reasons behind
this particular period of inflation is not just Milton
Friedman’s notion of having too much money in the
system. Instead, it is far more complicated. This time,
inflation has been driven by changes in global trade
patterns, supply chain interruptions, the war in Ukraine,
and, yes, too much money in the system. The U.S.
economy’s retreat from inflation may be slower than in
the past, but it is heading in the right direction.
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. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will
materialize.

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved.

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources
believed to be reliable, but not guaranteed.

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.
1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD
21202. ©2023, 1919 Investment Counsel, LLC. MM-00000413

Il. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the
factors listed here as appropriate for the strategy’s objectives.

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.
lll. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio
shown here.
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