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Economic and Markets Overview: Executive Summary

Inflation

• Surprisingly strong and stubborn inflation was the key factor in 2022

• Year began at 7%, peaked in June at 9.1%, finished at 6.5%

• Path of inflation and its ripple effects will drive the markets again in 2003

Fed Policy

• Got behind the curve and took aggressive action in 2022 with 7 hikes totaling 4.25%

• Powell has stated clearly Fed’s determination, will err on side of overtightening

• Unwinding of Fed balance sheet (Quantitative Tightening) adds risk

Economic Outlook

• Base case scenario is at least a mild recession

• Macro variables including supply chain issues, Ukraine war complicate matters

Market Outlook

• Stock valuations not cheap but more reasonable
• Sector rotation into value, small cap and non-U.S. may be underway
• Bond yields offer compelling low-risk returns

Some of the information enclosed may represent opinions of WST which are subject to change from time to time and which do not constitute a recommendation to purchase and sale any security nor 
to engage in any particular investment strategy. There are no guarantees investment objectives will be met. 
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Inflation Is Key Variable | Did Not Prove Transitory

Source: BLS, FactSet, J.P.Morgan Asset Management. CPI used is CPI-U and values shown are % change vs. one year ago. Core CPI is defined as CPI excluding food and energy prices. The Personal 
Consumption Expenditure (PCE) deflator employs an evolving chain-weighted basket of consumer expenditures instead of the fixed-weight basket used in CPI calculations. Guide to the Markets – U.S. 
Data are as of August 31, 2022.
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Fed Needs to Thread the Needle on Pace of Tightening

Source: Bloomberg, FactSet, Federal Reserve, J.P. Morgan Asset Management. Market expectations are based off of the USD Overnight Index Forward Swap rates. *Long-run projections are the rates of growth, 
unemployment and inflation to which a policymaker expects the economy to converge over the next five to six years in absence of further shocks and under appropriate monetary policy. Forecasts are not a reliable 
indicator of future performance. Forecasts, projections and other forward-looking statements are based upon current beliefs and expectations. They are for illustrative purposes only and serve as an indication of what 
may occur. Given the inherent uncertainties and risks associated with forecasts, projections or other forward-looking statements, actual events, results or performance may differ materially from those reflected or 
contemplated. Guide to the Markets – U.S. Data are as of December 31, 2022.
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The Unwinding Of Quantitative Easing Adds Risk

Source: FactSet, Federal Reserve, J.P. Morgan Investment Bank, J.P. Morgan Asset Management.

At its peak, the balance sheet contained $5.8t in Treasuries and $2.7tn in MBS. "Per the most recent Federal Reserve policy meeting, the forecast assumes the Federal serve began balance sheet runoff in June 2022. 

From June to August, the committee allowed up to $30bn in U.S. Treasury securities and $17.5b in agency mortgage-backed securities to mature per month, with that pace doubling to $60bn and $35b, respectively, in 

September. Quide to the Markets - U.S. Data are as of December 31, 2022.
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This will be The Most Widely Expected Recession Ever!
Survey of Professional Forecasters shows Elevated Risk of Recession

Source: Russell Investments - Federal Reserve Bank of Philadelphia Survey of Professional Forecasters. Data as of November 2022.. 5
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Market Returns Summary – December 31, 2022

Source: Factset. 6
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2022 Was An Historically Bad Year For Diversified Portfolios

• Second worst year since 1970
• Both stocks and bonds posted negative returns

Source: Russell Investments 

Index portfolio of 60% S&P 500 Index and 40% Bloomberg US Aggregate Bond Index
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Stock Valuations Are Reasonable, If Earnings Hold Up

Source: Compustat, FactSet, Federal Reserve, Standard & Poor’s, J.P. Morgan Asset Management. Past performance is not indicative of future returns. Guide to the Markets –U.S. Data are as of December 31, 2022. 8
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Earnings Estimates Remain Upbeat, But Risk of Miss Is High

Source: Compustat, FactSet, Federal Reserve, Standard & Poor’s, J.P. Morgan Asset Management. Past performance is not indicative of future returns. Guide to the Markets –U.S. Data are as of December 31, 2022.

• 2023 Consensus Estimate is $225

• Dispersion of estimates is almost 20%
vs. non-recession norm of 3-4%
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International Stocks Remain Cheap Despite 4Q Rally on Dollar Weakness

Source: FactSet, MSCI, Standard & Poor’s, J.P. Morgan Asset Management. Past performance is not indicative of future returns. Guide to the Markets –U.S. Data are as of December 31, 2022. 10
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Cycles Of Outperformance By Geography are Long and Pronounced

Source: FactSet, MSCI, Standard & Poor’s, J.P. Morgan Asset Management. Past performance is not indicative of future returns. Guide to the Markets –U.S. Data are as of December 31, 2022. 11
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Valuations, Yield, and Likelihood of Weaker Dollar Support International Stock Outlook 

Source: Vanguard 12
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Another Look At Relative Valuations

Source: Vanguard 13
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Bonds Broke Long String of Positive Returns In 2022
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Yield Curve Reveals Gap Between Fed Perspective and Market View Of Economic Outlook

Source: Factset. US Treasury yield curves as of 12/31/2020, 12/31/2021, 6/30/2022 and 9/30/2022.
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It’s A Whole New Game In Fixed Income

Source: Compustat, FactSet, Federal Reserve, Standard & Poor’s, J.P. Morgan Asset Management. Past performance is not indicative of future returns. Guide to the Markets –U.S. Data are as of September 31, 2022. 16
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Summary - Outlook is straightforward but not simple 

Markets will be unusually data dependent in 2023

• Inflation

• Fed policy

• Economic growth

• Corporate Earnings

Maintaining neutral allocation weights

• Both stocks and bonds are more attractive than a year ago

• Short-term bonds are particularly compelling

• Sector/factor tilts favor international, value, small cap

Keeping focus on the long run!

Some of the information enclosed may represent opinions of WST which are subject to change from time to time and which do not constitute a recommendation to purchase and sale any security nor 
to engage in any particular investment strategy. There are no guarantees investment objectives will be met. 
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Notes & Disclosures 
Wilbanks, Smith & Thomas Asset Management (WST) is an investment adviser registered under the Investment Advisers Act of 1940. Registration as an investment adviser does not imply any level of skill or training. The information
presented in the material is general in nature and is not designed to address your investment objectives, financial situation or particular needs. Prior to making any investment decision, you should assess, or seek advice from a professional
regarding whether any particular transaction is relevant or appropriate to your individual circumstances. This material is not intended to replace the advice of a qualified tax advisor, attorney, or accountant. Consultation with the appropriate
professional should be done before any financial commitments regarding the issues related to the situation are made.

This document is intended for informational purposes only and should not be otherwise disseminated to other third parties. Past performance or results should not be taken as an indication or guarantee of future performance or results, and
no representation or warranty, express or implied is made regarding future performance or results. This document does not constitute an offer to sell, or a solicitation of an offer to purchase, any security, future or other financial instrument
or product. This material is proprietary and being provided on a confidential basis, and may not be reproduced, transferred or distributed in any form without prior written permission from WST. WST reserves the right at any time and without
notice to change, amend, or cease publication of the information. The information contained herein includes information that has been obtained from third party sources and has not been independently verified. It is made available on an "as
is" basis without warranty and does not represent the performance of any specific investment strategy.

Some of the information enclosed may represent opinions of WST and are subject to change from time to time and do not constitute a recommendation to purchase and sale any security nor to engage in any particular investment strategy.
The information contained herein has been obtained from sources believed to be reliable but cannot be guaranteed for accuracy.

Statements in this brochure that reflect projections or expectations of future financial or economic performance or of the market in general are forward-looking statements. No assurance can be given that actual results or events will not
differ materially from those projected, estimated, assumed or anticipated in any such forward-looking statements. Important factors that could result in such differences, in addition to the other factors noted with such forward-looking
statements, including, without limitation, general economic conditions such as inflation, recession and interest rates. Past performance is not a guarantee of future results.

Securities and Insurance Products and Services – Are not FDIC or any other Government Agency Insured – Are not Bank Guaranteed – May lose Value All information in this presentation is the property of Wilbanks Smith, & Thomas Asset
Management, LLC

Barclays US Aggregate Bond Index: Benchmark covering the USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered securities. The index includes bonds from the Treasury, Government-Related, Corporate,
MBS, ABS, and CMBS sectors.

Yield to Call is the yield of a bond or note if you were to buy and hold the security until the call date. This yield is valid only if the security is called prior to maturity.

Yield to Maturity is the rate of return anticipated on a bond if it is held until the maturity date.

During the period(s) shown, there were no material market or economic conditions which affected the results portrayed. With the exception of several market corrections during the period(s), the overall market as measured by the S&P 500
was generally rising. If such trends are broken, the clients may experience real capital losses in their managed accounts.

Foreign investments involve greater risks than US investments, including political and economic risks and the risk of currency fluctuation, all of which may be magnified in emerging markets.

Market indices are unmanaged and do not reflect the deduction of fees or expenses. You cannot invest directly in an index and the performance of an index does not represent the performance of any specific investment.

Past performance is not necessarily indicative of future results. Results portrayed reflect the reinvestment of dividends, capital gains and other earnings when appropriate.

Small company issues can be subject to increased volatility and considerable price fluctuations.

Commodities and futures generally are volatile and are not suitable for all investors. The value of commodity funds relate directly to the value of the futures contracts and other assets held within the fund and any fluctuation in the value of
these assets could adversely affect an investment in commodities.

High yield bonds are rated in the lower rating categories by the various credit rating agencies, investors must take into account the special nature of such securities and certain special considerations in assessing the risk associated with
such investments. Securities in the lower rating categories are subject to greater risk of loss of principal and interest than higher-rated securities and are generally considered to be predominantly speculative with respect to the issuer’s
capacity to pay interest and repay principal.

MSCI EAFE Index: A free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the US & Canada. The MSCI EAFE Index consists of the following 22 developed
market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United
Kingdom.

MSCI Emerging Markets Index: A free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets. The MSCI Emerging Markets Index consists of the following 21 emerging market
country indices: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey.

S&P 500 Index: The S&P 500 Index is a market capitalization-weighted index, including reinvestment of dividends and capital gains distributions that is generally considered representative of the U.S. stock market.

The projections or other information generated by the Vanguard Capital Markets Model® (VCMM) regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results, and are not
guarantees of future results. Distribution of return outcomes from VCMM, derived from 10,000 simulations for U.S. equity returns and fixed income returns. Simulations as of October 31, 2013. Results from the model may vary with each use
and over time.

Projections or other information generated regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not a guarantee of future results. Assumption used or shown
may be based on information provided and reviewed by the client. Those assumptions must be reconsidered on a frequent basis to ensure that results are adjusted accordingly since any alteration in assumptions can have a significant
impact on projections. Any inaccurate or incomplete representation by the client of any facts or assumptions used herein will invalidate the projections. Actual results may also vary to a material degree due to external factors beyond the
scope and control of the projections and assumptions in this report.
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