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May 2023 Uncertainty surrounding the US government debt ceiling piled on to uncertainty regarding
monetary policy as sticky components of inflation have yet to fully recede with swift cumulative rate hikes.
Equity indexes alternated between gains and losses throughout the month, fixed income declined as interest
rates rose, and real assets generally retreated. While a building resolution to the debt ceiling could reach a final
agreement the cost of debt will likely remain elevated and future rate hikes are not off the table.

US EQUITY NON-US EQUITY FIXED INCOME

Large cap growth stocks gained on anticipated demand for
generative artificial intelligence and the chips required to
power the technology. In fact, the top five companies in the
S&P 500 Index, Microsoft, Apple, Alphabet, Amazon, and
NVIDA, are now leading to a record level of concentration at
almost 24% in weight. Value stocks continued to struggle, as
they have year-to-date, with energy and financials facing
headwinds. Small cap stocks lagged with pressure from
higher rates and potential economic weakness.

S&P 500 04 9.6
Russell 1000 0.5 9.3
Russell 1000 Value -3.9 -1.4
Russell 1000 Growth 4.6 20.8
Russell 2000 -0.9 0.0
Russell 2000 Value -2.0 -5.0
Russell 2000 Growth 0.0 4.9

CURRENCIES REAL ASSETS

The US dollar appreciated following strong economic data, an
increasing potential for another rate hike, and its safe haven
status even in the face of a potential US government default.
Relative monetary policy expectations drove other currencies
lower during the month. The Euro absorbed signs of a
recession in Germany, Japan indicated no change in monetary
policy, and Canada is expected to keep its benchmark rate
stable. China also maintained key policy rates as economic
growth weakened, driving the EM currency index lower.

US Dollar 2.6 0.8
Euro -3.0 -0.1
Yen -2.2 -5.9
Emerging Markets?! -0.9 0.7
Canadian Dollar -0.2 -0.1
Bitcoin -7.6 63.6

In Japan, attractive valuations, easy monetary policy, a weak
yen, positive attention to corporate governance, and support
from Warren Buffet drove equities to a thirty-three year high
during the month. European equities fell as Germany’s GDP
declined for the second quarter in a row, signaling a
recession. Equities declined in China as their rebound cooled
with growth in industrial output, retail sales, and fixed
investment coming in below expectations. Korea, Taiwan,
and Brazil supported broader EM with strong returns.

MSCI All-Country World ex-US -3.5 5.1
MSCI EAFE -4.1 7.2
MSCI Europe 5.7 9.0
MSCI Japan 1.9 8.8
MSCI Emerging Markets 1.7 1.2
MSCI China -8.4 -9.0
MSCI Emerging ex-China 1.4 6.1

Industrial metals suffered heavy declines with copper falling
on weaker signs of growth in China and the resolution of
supply disruptions. Energy prices declined as natural gas
remains well supplied following a warm winter and the crude
oil market digested both macroeconomic headwinds and a
stronger US dollar. REITs continued to be challenged by a
higher cost of debt, while valuations for office REITs fell to
levels last seen in 2009. Returns in MLPs were supported by
infrastructure segments outside of energy pipelines.

Commodities? -5.6 -11.4
Energy -8.8 -26.2
Industrial Metals -8.4 -13.4
Gold -1.3 7.8

Master Limited Partnerships? -0.5 5.3

Real Estate Investment Trusts* -3.1 0.4

The risk of a US government default has a counterintuitive
effect on the Treasury market. Outside of very short-term
maturities, Treasuries are still considered a safe haven which
can drive prices up and yields down. However, higher
inflation data paired with advances in a resolution of the debt
ceiling led to an upward shift in the yield curve. Fixed income
markets generally fell in line with duration. Municipal bonds,
benefiting from strong local fundamentals, suffered a smaller
decline.

U.S. Aggregate 1.1 2.5
U.S. Intermediate Treasuries -0.8 2.0
U.S. Long Treasuries -2.8 3.7
U.S. TIPS -1.2 2.2
Corporate IG Bonds 1.4 2.8
High-Yield Bonds -0.9 3.6
Tax-Exempt Bonds -0.9 0.8

HEDGE STRATEGIES

Macro led the way with a moderately positive return based on
short term fundamental opportunities in rates, currency, and
commodity markets. Event driven suffered a significant loss
as the FTC sued to block the Amgen/Horizon Therapeutics
deal, further clouding the outlook for deal making. Erratic
volatility disrupted alpha in relative value strategies and
limited gains in equity strategies. The VIX breached 20 twice
before falling with positive developments in debt ceiling
negotiations but it ended higher off one and a half year lows.

Equity Hedge 0.5 1.9
Equity Market Neutral 0.3 -0.2
Event Driven -2.5 -3.2
Relative Value Arbitrage 0.1 1.5
Macro 1.0 -0.2
Volatility Index (VIX = 17.94) 13.7 -17.2



Disclosures

All statements concerning future market or economic trends are the opinions of Greycourt’s investment professionals. The statistical
information presented in this report has been obtained from independent sources as noted. While Greycourt believes these sources to be
reliable, Greycourt has not independently verified this information. None of the material contained in this package should be construed as a
recommendation for a specific investment or strategy; this is not an offer to buy or sell securities. The investments or investment strategies
discussed herein may not be suitable for every investor. Investing involves risks, including the risk of loss of the principal amount invested,
and there is no assurance that any investment strategy will be successful.

MSCI returns are gross USD. Currency returns are Simple Price Appreciation (SPA) USD basis. Fixed Income reported on Bloomberg
Indices. IMSCI Emerging Markets Currency Index. 2Bloomberg Commodity Indices. 3Alerian MLP Index. 4MSCI US REIT Index. Hedge
Strategies reported on HFRX Indices SPA with a one-day lag. For complete Index Descriptions, see http://www.greycourt.com/disclosure-of-
indices/. Investing involves risks and you may incur a profit or loss. Past performance is no guarantee of future results.
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