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SUMMARY

US earnings estimates
appear to us to have
bottomed...

...as corporate efficiencies
and pricing power provide
support.

We remain cautiously
optimistic on stocks.

Source: Refinitiv Datastream, RiverFront.

Data weekly as of May 26, 2023.

Chart right shown for illustrative purposes.

DATE 05.30.2023

Debt Debate Diminishing...Earnings are the Real
Story

This week we are interrupting your regular scheduled programming - the reality TV
show that is the US debt ceiling debate - to talk corporate earnings trends. With a debt
ceiling deal agreed to in principle over the weekend by White House negotiators,
investors' focus will likely shift to earnings fundamentals...and the news here is
improving, in our view. Earnings are less salacious, but in our view are more impactful
to stock pricesin the longer run.

01Results: Better than Expected, Led by Tech, Cyclical and Consumer
Companies

With most of the S&P 500 having now reported first quarter results, we can say with
confidence that it was a successful earnings season. Looking through the lens of
earnings ‘estimates’ gives us hope that we've seen the bottom in earnings for this
cycle.

Earnings estimates are published by Wall Street analysts for every company in the S&P
500. Analysts derive these estimates by monitoring industry trends, reviewing data,
guidance furnished by company management, and through conversations with
employees, suppliers, and customers. According to data from Ned David Research
(NDR), close to 80% of all S&P 500 companies beat the consensus analyst earnings
estimate this quarter, a stronger result than in Q4 or Q3 of 2022. The Technology sector
was the standout, in our view, with almost 90% of tech companies beating estimates,
by a median rate of roughly 8%. Other sectors such as energy, industrials, materials
and consumer cyclicals also had a beat rate above 80%.

Importantly, this widespread earnings strength seen in Q1is now starting to pull up 12-
month forward earnings estimates for the S&P 500 in general, reversing an almost
year-long decline in forward earnings estimates (see chart, below).

Earnings Potentially Bottoming
S&P 500 12-mo fwd EPS estimate; IBES database, Weighted Average, log scale
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Why Earnings are Improving - Pricing Power Still Alive and Well

S&P 500 earnings this year would prove

more resilient than many feared. This view 2 -
was based on our belief that in a higher

CPI minus PPI; year-over-year change

inflation environment, ‘nominal’ economic 7
growth (including inflation) was likely to

remain positive and supportive of revenue 11
growth. In addition, we anticipated US

corporate managers, skilled at managing o F

costs in uncertain environments, would
surprise investors with their effective cost- -1
cutting. We believed the relatively robust
employment backdrop could keep 9]
consumers spending and provide
companies ‘pricing power’, the ability to

-3
pass on higher prices to end-users.
In this just completed Q1 earnings season, -4 ; ; . T . . .
we believe we are seeing this thesis start to 13 14 15 16 17 18 19 20 2] 22
play out in the United States. A rough proxy = 1Y % change of CPI =1Y % change of PPI: United States

for corporate pricing power can be seen by
studying the relationship between inflation
rates in consumer prices (as illustrated by the
Consumer Price Index, or 'CPI')and inflation rates in input prices for companies (represented by the Producer Price Index, or
'PPI'). Note that, for the first time in roughly 2 years, CPl is higher than PPI...suggesting to us that companies are successfully
raising prices on consumers(see chart, above) and protecting profit margins. This differential between CPl and PPl is at its
highest point in the last decade, suggesting to us that CPI will remain above PPI for some time.

Source: Refinitiv Datastream, RiverFront. Data monthly as of April 26, 2023.
Chart shawn for illustrative purposes.

Conclusion: Stocks’ Earnings Fundamentals and Technical Picture Improving

With progress being made over the weekend on the debt ceiling negotiations - President Biden and Speaker of the House
McCarthy agreed in principle to a deal - we think investors will start to prioritize company fundamentals over political turmoil.
US earnings fundamentals are showing their first signs of stabilizing in roughly a year, a good sign for stocks, in our view. Late
last week, the S&P 500 broke above what we view as significant technical resistance around 4200. A lasting breach above
would be an incremental positive sign to us that 2023's market rally has staying power. We remain cautiously optimistic on US
stocks.

Risk Discussion: All investments in securities, including the strategies discussed above, include a risk of loss of principal (invested amount) and any profits that
have not been realized. Markets fluctuate substantially aver time, and have experienced increased volatility in recent years due to global and domestic economic
events. Performance of any investment is nat guaranteed. In a rising interest rate environment, the value of fixed-income securities generally declines.
Diversification does not guarantee a profit or protect against a loss. Investments in international and emerging markets securities include exposure to risks such
as currency fluctuations, foreign taxes and requlations, and the potential for illiquid markets and political instability. Please see the end of this publication for
more disclosures.

Important Disclosure Information:

The comments above refer generally to financial markets and not RiverFront portfolios or any related performance. Opinions expressed are current as of the date
shown and are subject to change. Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.

Information or data shown or used in this material was received from sources believed to be reliable, but accuracy is not guaranteed.
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This report does not provide recipients with information or advice that is sufficient on which to base an investment decision. This report does not take into
account the specific investment objectives, financial situation or need of any particular client and may not be suitable for all types of investors. Recipients should
consider the contents of this report as a single factor in making an investment decision. Additional fundamental and other analyses would be required to make an
investment decision about any individual security identified in this report.

Chartered Financial Analyst is a professional designation given by the CFA Institute (formerly AIMR) that measures the competence and integrity of financial
analysts. Candidates are required to pass three levels of exams covering areas such as accounting, economics, ethics, money management and security analysis.
Four years of investment/financial career experience are required before one can become a CFA charterholder. Enrollees in the program must hold a bachelor’s
degree.

All charts shown for illustrative purposes only. Technical analysis is based on the study of historical price movements and past trend patterns. There are no
assurances that mavements or trends can or will be duplicated in the future.

Technology and internet-related stacks, especially of smaller, less-seasoned companies, tend to be more volatile than the overall market.

Stocks represent partial ownership of a corporation. If the corporation does well, its value increases, and investors share in the appreciation. However, if it goes
bankrupt, or performs poorly, investors can lose their entire initial investment (i.e., the stock price can go to zero). Bonds represent a loan made by an investor to a
corporation or gavernment. As such, the investor gets a guaranteed interest rate for a specific period of time and expects to get their original investment back at
the end of that time period, along with the interest earned. Investment risk is repayment of the principal (amount invested). In the event of a bankruptcy or other
corporate disruption, bonds are senior to stacks. Investors should be aware of these differences prior to investing.

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa). This
effect is usually more pronounced for longer-term securities). Fixed income securities also carry inflation risk, liquidity risk, call risk and credit and default risks
for both issuers and counterparties. Lower-quality fixed income securities involve greater risk of default or price changes due to potential changes in the credit
quality of the issuer. Foreign investments involve greater risks than U.S. investments, and can decline significantly in response to adverse issuer, political,
regulatory, market, and economic risks. Any fixed-income security sold or redeemed prior to maturity may be subject to loss.

Index Definitions:
Standard & Poor’s (S&P) 500 Index measures the performance of 500 large cap stocks, which together represent about 80% of the total US equities market.

Definitions:

The debt ceiling is the maximum amount of money that the United States can borrow cumulatively by issuing bonds. The debt ceiling was created under the Second
Liberty Bond Act of 1917 and is also known as the debt limit or statutory debt limit.

The Consumer Price Index (CPI) measures the monthly change in prices paid by U.S. consumers. The Bureau of Labor Statistics (BLS) calculates the CPl as a
weighted average of prices for a basket of goods and services representative of aggregate U.S. consumer spending.

The Producer Price Index (PPI) measures the average change over time in the prices domestic producers receive for their output. It is a measure of inflation at the
wholesale level that is compiled from thousands of indexes measuring producer prices by industry and product category. The index is published monthly by the U.S.
Bureau of Labor Statistics (BLS). The PPl is different from the consumer price index (CPI), which measures the changes in the price of goods and services paid by
consumers.

Interest rate sensitivity is a measure of how much the price of a fixed-income asset will fluctuate as a result of changes in the interest rate environment.
Securities that are more sensitive have greater price fluctuations than those with less sensitivity. This type of sensitivity must be taken into account when
selecting a bond or other fixed-income instrument the investor may sell in the secondary market. Interest rate sensitivity affects buying as well as selling.

RiverFront Investment Group, LLC (“RiverFront”), is a registered investment adviser with the Securities and Exchange Commission. Registration as an investment
adviser does not imply any level of skill or expertise. Any discussion of specific securities is provided for informational purposes only and should not be deemed as
investment advice or a recommendation to buy or sell any individual security mentioned. Riverfront is affiliated with Robert W. Baird & Co. Incorporated (“Baird”),
member FINRA/SIPC, from its minarity ownership interest in RiverFront. RiverFront is owned primarily by its employees through RiverFront Investment Holding
Group, LLC, the holding company for RiverFront. Baird Financial Corparation (BFC) is a minority owner of RiverFront Investment Holding Group, LLC and therefore an
indirect owner of RiverFront. BFC is the parent company of Robert W. Baird & Co. Incorporated, a registered broker/dealer and investment adviser.

Ta review other risks and more information about RiverFront, please visit the website at riverfrontig.com and the Form ADV, Part 2A. Copyright ©2023 RiverFront
Investment Group. All Rights Reserved. 1D 2928279
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