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First Half 2022
▪ First half 2022 returns were miserable with the US
leading the way down (in local terms).

▪ The drop in the US market in the first half of 2022 has
been attributable to P/E compression.

Sources: Morgan Stanley Research, Bloomberg, FactSet, Goldman Sachs Global Investment Research, SECOR.
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US Equity Valuation
▪ The Shiller P/E has fallen from its lofty 2021 levels and
is approximately 5 multiple points above its average
since 1990 after the rally in July.
– 29 July 2022 CAPE: 31.2x
– Average 1990-2022: 26.4x

▪ The US market trades at parity to its longer-term
Price/Free Cash Flow multiple.
– 29 July 2022 FCF/P: 23.4x
– Average 1990-2022: 23.8x

Sources: Robert Shiller’s Website, www.econ.yale.edu/~shiller/, Standard & Poor's, Bloomberg, SECOR.
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US Equity Valuation
▪ This year's bear market has wrung out much of the
speculative excess from the post-COVID run up.
– 30 June 2022 P/E: 15.6x
– Average 2002-2022: 14.0x

▪ And tech-related stocks trade at a modest relative
premium to the market based on the last twenty
years of data.
– 29 July 2022: 5.5x

– Average 2002-2022: 3.5x

Sources: Standard & Poor's, FactSet, Refinitiv, Credit Suisse.
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US Equity Valuation
▪ Despite strong earnings growth in 2021 and expectations of
continued strong growth in 2022, Cyclicals still trade at a
wide discount to their market-relative valuation over the
last 20 years.
– 29 July 2022: -2.6x
– Average 2002-2022: 0.3x

▪ Energy stocks are expected to make a disproportionate
contribution to S&P 500 earnings in 2022.
– The Energy sector is expected to account for 9.6% of S&P
500 earnings in 2022 despite representing only 4.4% of
index weight (up from 2.7% at YE 2021).
– Note: Energy weight in the S&P 500 peaked in the early
1980s at 26%. More recently, Energy represented ~14% of
index weight in 2008 and has steadily declined to today's
level.
Sources: Standard & Poor's, FactSet, Refinitiv, Credit Suisse, Compustat, Goldman Sachs Global Investment Research.
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US Equity Valuation & Earnings
▪ After July's rally, the forward P/E on the S&P 500 index is
higher than its long-term average but well off its 2021 peak.
– 29 July 2022: 17.4x
– Average 1965-2022: 14.6x

▪ Q2 earnings have been stronger than expected. With 87%
of the S&P 500 market cap reporting, earnings have grown
9.2% YoY versus expected growth of 5.3% at the end of
June.

– Q2 earnings are on track to ultimately increase by 9.9%
assuming that remaining companies maintain the current
beat rate.
▪ Non-US Developed Q2 earnings have grown 16.3% and with
a higher earnings surprise rate than in the US.
Sources: Standard & Poor's, FactSet, Refinitiv, Credit Suisse.
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Q2 2022 Earnings Update
▪ Q2 earnings growth was driven by Cyclicals where earnings
growth of 68.5% comfortably topped expectations of 50.9%.
– Energy earnings quadrupled from a year ago.
– S&P 500-ex Energy earnings actually fell by -0.3% in Q2.
– Tech+ stocks disappointed slightly versus expectations.
– Financials also disappointed versus low expectations but
had difficult comparisons versus Q2 2021 when Bank
earnings were boosted by release of reserves set aside for
potential losses from COVID that failed to materialize.

Sources: Credit Suisse, Standard & Poor's, Refinitiv, FactSet.
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2022 Earnings Update
▪ Consensus expectations however have been pared back
for the rest of the year after a number of companies
warned of potential slowing in the second half.

▪ After peaking at mid-year at $231.35, the consensus
expectation for 2022 earnings have been reduced to
$228.14.

Sources: Credit Suisse, Standard & Poor's, Refinitiv, FactSet.
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US Equity - Recession & Earnings
▪ S&P 500 earnings have fallen on average by 24% during
the last 10 recessions (and the market has fallen by 33%
on average around those recessions).

Sources: Standard & Poor's, FactSet, Refinitiv, Credit Suisse, BofA Global Research, NBER, Bloomberg.
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Disclaimer
The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.
This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.
Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.
This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.
Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.
The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an
investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.
Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.

