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The Markets

Rebalancing ahead!

There is one decision all investors should make: how to allocate the money they’re investing. Asset
allocation decisions are usually based on a myriad of factors: expected returns, potential volatility, and
appetite for risk, among others.!

Periodically rebalancing a portfolio’s allocation is a critical step, too, because it keeps portfolios from
having too much or too little risk. For example, if a portfolio allocation of 60 percent stocks and 40
percent bonds is the goal, and stock market gains increase the portfolio’s exposure to stocks, then it
may be time to rebalance the portfolio. Rebalancing means selling assets that have performed well and
buying assets that have not performed as well to return the portfolio to the desired allocation.!

Asset managers of all sizes rebalance their portfolios — and that could put a stutter in the step of the
current market rally, reported Denitsa Tsekova of Bloomberg.?

“Equities have outperformed bonds so far this quarter, leaving portfolio managers needing to cut their
stocks exposure to meet their long-term targets...The pension and sovereign wealth funds that form the
backbone of the investing community typically rebalance their market exposures every quarter to
achieve a mix of 60% stocks and 40% bonds or a similar exposure. So far this quarter MSCI’s all-
country stock index is up 5% while the Bloomberg global-aggregate bond index is down 1.3%."?

While rebalancing may affect stock markets, the current rally has gained momentum in recent weeks. In
May, just 23 percent of the stocks in the Standard & Poor’s 500 Index outperformed the Index, reported
Lauren Foster of Barron’s.® In June, the rally broadened as companies in more sectors of the S&P 500
posted gains. In addition, the Russell 2000 Index, which reflects the performance of smaller companies,
gained seven percent through mid-June, reported Joe Rennison of The New York Times.*

Last week, major U.S. stock indices faltered on Friday after Federal Reserve (Fed) officials suggested
more rate hikes could be ahead despite the Fed’s decision to pause in June. Regardless, the indices
finished the week higher overall, reported Brian Evans and Alex Harring of CNBC.® U.S. Treasuries
delivered mixed performance.®



Data as of 6/16/23 1-Week YTD 1-Year | 3-Year | 5-Year | 10-Year
Standard & Poor's 500 Index 2.6% 149% | 20.3% | 12.2% | 9.7% 10.4%
Dow Jones Global ex-U.S. Index 2.6 9.9 11.5 5.1 1.0 2.3
10-year Treasury Note (yield only) 3.8 N/A 3.3 0.8 2.9 2.2
Gold (per ounce) 0.0 8.1 7.3 4.5 8.9 3.5
Bloomberg Commaodity Index 4.1 -6.8 -19.3 18.0 3.7 -2.1

S&P 500, Dow Jones Global ex-US, Gold, Bloomberg Commodity Index returns exclude reinvested dividends (gold does not
pay a dividend) and the three-, five-, and 10-year returns are annualized; and the 10-year Treasury Note is simply the yield at
the close of the day on each of the historical time periods.

Sources: Yahoo! Finance; MarketWatch; djindexes.com; U.S. Treasury; London Bullion Market Association.

Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. N/A means
not applicable.

THERE’S A WAITING LIST... More than a decade ago, a fledgling space flight company began selling
tickets for future travel to the edge of space. Early on, tickets were priced at about $200,000 a pop.
Today, they’re a bit pricier at $450,000 per seat, although packages for couples and opportunities to
reserve entire flights are available. To-date, hundreds of tickets have been sold, reported Michael
Sheetz of CNBC.’

Some ticketholders may soon be feeling the rumble of powerful engines under their seats. At the end of
June, the company’s first spaceplane will launch from Spaceport America in New Mexico, weather
allowing. A second commercial light is planned for August, and monthly missions may follow, reported
Loren Grush of Bloomberg.®

There are other ways for space enthusiasts, who are hoping the price of space flight will fall in the
future, to embrace their passion. These include:

e Experiencing weightlessness. Zero-gravity flights aboard a modified Boeing 727 don’t travel
into space. The plane flies in parabolic arcs to create a gravity-free experience. For about
$9,000 plus tax, participants have the chance to float and flip in lunar and zero gravity.®

¢ Gaining an astronaut’s point-of-view. Next year, space lounges attached to space balloons
will carry passengers closer to the cosmos. For $125,000, ticketholders can have drinks and
dinner while admiring the curvature of the Earth. Plus, the World Economic Forum reported the
flight is carbon neutral.®

e Training to survive on Mars. For $175, NASA’s Kennedy Space Center offers guest-explorers,
who are at least 10 years old, the chance to train for a trip to the red planet. “Practice your
docking skills, navigate the unique Mars terrain and experience the sensation of performing a
spacewalk in a microgravity environment.”!

Space hotels are in the works, and they will have a hub-and-spoke design that allows the structure to
create artificial gravity, reported Nick Mafi and Katherine McLaughlin of Architectural Digest. The first
may be operational as soon as 2025.12

Weekly Focus — Think About It

“Arching under the night sky inky/ with black expansiveness, we point/ to the planets we know, we/ pin
quick wishes on stars. From earth,/ we read the sky as if it is an unerring book/ of the universe, expert
and evident.”3

—Ada Limon, U.S. Poet Laureate (The full poem, In Praise of Mystery: A Poem for Europa, will travel to
space, engraved on NASA'’s Europa Clipper spacecraft)
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* Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and are subject to
market, interest rate and credit risk as well as additional risks based on the quality of issuer coupon rate, price, yield, maturity,
and redemption features.

* The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock
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* The risk of loss in trading commodities and futures can be substantial. You should therefore carefully consider whether such
trading is suitable for you in light of your financial condition. The high degree of leverage is often obtainable in commodity
trading and can work against you as well as for you. The use of leverage can lead to large losses as well as gains.

* Opinions expressed are subject to change without notice and are not intended as investment advice or to predict future
performance.

* Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be
successful.

* Past performance does not guarantee future results. Investing involves risk, including loss of principal.

* The foregoing information has been obtained from sources considered to be reliable, but we do not guarantee it is accurate
or complete.
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us at dan.holl@raymondjames.com.
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