House View Summary

Global economy

* We are approaching the latter innings of coordinated
global central bank hiking. As a result, most major
central banks are expected to slow or stop rate hikes
during the first half of 2023.

» US growth continues to moderate but remains at or
above the long-term trend. US inflation has stabilized
but remains above the Fed’s long-term target.

* The Fed would like to pause and allow the “long and
variable lags” of monetary policy to work through the
economy. Fed policy is tighter than it has been since
2008 and interest rate-sensitive sectors of the econ-
omy have been hit hard.

» Europe appears headed for stagflation (elevated infla-
tion and recession) and the energy supply remains
a risk through the winter. European electricity prices
have begun to spike as cold weather sets in.

* In the face of public protests and deteriorating
investor confidence, China has begun to loosen
zero-COVID policies.

Market perspective

* The Fed will likely hike until short-term interest rates
are at or near 5%. Further hikes or cuts will be
data-dependent.

* We believe long-term interest rates are now more likely
to fall than rise. Fed policy will remain appropriately re-
strictive and a growth slowdown or recession remains
likely for 2023. Investors hiding in cash should con-
sider extending the duration to lock in higher interest
rates before the opportunity has passed.

* We maintain tactical positions in high yield corpo-
rate and high yield municipal bonds.

* Rising interest rates were the main catalyst for US
equity losses in 2022. Equity markets have not
priced negative earnings revisions into the market
and further near-term downside remains possible if

earnings are revised down significantly. Despite (or
because of) near-term uncertainty, forward-looking
equity returns have risen to multiyear highs.

European equities currently trade at a historically large
discount to US equities, but the overhang of geopoliti-
cal risk prevents us from tactically overweighting Eu-
ropean equities at the current time.

We expect broad commaodity prices to continue de-
clining as global economic growth slows.

The housing market, an important leading indicator
for the US economy, has slowed considerably.

Portfolio positioning

We are neutral duration in our taxable and tax-ex-
empt fixed income portfolios.

We are overweight high yield municipal bonds in our
tax-exempt FI portfolios and high yield corporate
bonds in our taxable FI portfolios.

Within equities, we are overweight US equities, value
equities, and low-volatility equities.

We are overweight private debt and absolute return
hedge funds versus fixed income.

We recommend allocating a portion of equity expo-
sure to private equity.

Risks we’re watching

Additional geopolitical risk spilling out of China or Russia

US inflation that reaccelerates and requires a re-
sumption of the hiking cycle

A significant 2023 corporate earnings recession

Signs that 2023 job losses will push the 2023 unem-
ployment rate above 4.6%, leading to an economic
and earnings recession

Please click any link to access additional
information and insights.


https://www.millcreekcap.com/wp-content/uploads/2022/09/A-Lehman-Moment-in-Europe-9.12.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/08/Cash-Not-quite-trash-8.22.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/08/Cash-Not-quite-trash-8.22.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/08/Earnings-Rise-Albeit-at-a-Slower-Pace-than-Prior-Quarters-8.8.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/07/Updating-Our-Capital-Markets-Assumptions-7.18.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/07/Updating-Our-Capital-Markets-Assumptions-7.18.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/09/A-Lehman-Moment-in-Europe-9.12.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/09/A-Lehman-Moment-in-Europe-9.12.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/06/A-Housing-Reset-6.27.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/10/Preparing-for-a-Recession-with-Low-Volatility-Equities-10.17.22.pdf
https://www.millcreekcap.com/wp-content/uploads/2022/08/Private-Equity-How-Will-Investors-Face-2Q-Valuations-8.15.22.pdf

Tax Planning
Considerations

Please refer to this table for tax
planning thresholds for 2023. We
encourage you to consult with
your investment officer to discuss
how these new thresholds relate

specifically to you and your family.

Important Tax Planning Thresholds (2023 vs. 2022)

Retirement 2023 2022
401(k), 403(b), 457 limits $22,500 $20,500
Catch-up contributions (age 50+) $7,500 $6,500
IRA contribution $6,500 $6,000
IRA catch-up contribution $1,000 $1,000
Limit on annual additions to Defined $66,000 $61,000
Contribution plan (for example, SEP IRA)

Limit on annual additions to Defined $265,000 $245,000
Benefit plan

Estate and gift tax 2022 2021

Annual gift exclusion $17,000 $16,000

Estate and GST exemption amount

$12,920,000 $12,060,000

Disclosure

Past performance is no assurance of future results. This publication
has been prepared by Mill Creek Capital Advisors, LLC (“MCCA”) and
is provided for information purposes only. The information contained in
this publication has been obtained from sources that MCCA believes
to be reliable, but MCCA does not represent or warrant that it is ac-
curate or complete. The views in this publication are those of MCCA
and are subject to change, and MCCA has no obligation to update its
opinions or the information in this publication. More information about
our Capital Market Assumptions is available upon request. While MCCA
has obtained information believed to be reliable, neither MCCA nor any
of its respective officers, partners, or employees accepts any liability
whatsoever for any direct or consequential loss arising from any use of
this publication or its contents. Unless otherwise noted, all market and
price data are through December 31, 2022. Disclosure for third-party
websites: This presentation may contain links to other websites, includ-
ing links to the websites of companies that provide related information,
products and services. Such external Internet addresses contain infor-
mation created, published, maintained or otherwise posted by institu-
tions or organizations independent of MCCA. These links are solely for
the convenience of readers to this presentation, and the inclusion of such
links does not necessarily imply an affiliation, sponsorship or endorse-
ment. MCCA does not endorse, approve, certify or control these external
Internet addresses and does not guarantee or assume responsibility for

the accuracy, completeness, efficacy, timeliness or correct sequencing
of information located at such addresses. Use of any information ob-
tained from such addresses is voluntary, and reliance on it should only
be undertaken after an independent review of its accuracy, complete-
ness, efficacy and timeliness.

Certain statements set forth in this commentary constitute “forward-
looking statements.” All such forward-looking statements involve risks
and uncertainties, and there can be no assurance that the forward-
looking statements included in this commentary will prove to be ac-
curate. In light of the significant uncertainties inherent in the forward-
looking statements included herein, the inclusion of such information
should not be regarded as representations or warranties of MCCA and
that the forward-looking statements will be achieved in any specified
time frame, if at all.
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