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Well, that's it, folks. 2022 has ended and 2023 is now upon us. Christmas trees have been removed,
menorahs have been boxed, and the mistletoe has been carefully disposed of.

Winter is also squarely here, forcing many of us indoors to wait for warmer temps. If done well, winter
can be a good time to remove the distractions and noise, and to perhaps focus on what matters.

Winter solstice, while not nearly the event it was once celebrated for, has historically been a moment
that represents the symbolic death and rebirth of the sun, as the gradual waning of daylight hours
halts, and begins to reverse. More precisely, winter solstice is also one of the two times per year that
either of the Earth’s poles is at the maximum tilt away from the sun and, for those of us in the Northern
Hemisphere, the day with the shortest period of daylight and the longest night of the year.

As the author Bridget Anna McNeil recently wrote, “winter is kind, she points us in her quiet soft way
toward our inner self, toward this annual time of peace of reflection, embracing the darkness and
forgiving, accepting and embracing goodbye to the past year.”

A bit more comically, for those of us in the investment industry, it is also a time to grab a bowl of
popcorn and sit back and wait for the annual rite of passage for investment organizations: the
publishing of market predictions.

Personally, | have made a bit of a habit to collect these over the years and then, with the benefit of
hindsight, review how accurate they were.

Now for those who are not familiar with the process, it's a remarkable thing to behold. Literally
thousands of very talented, very educated, and very motivated investment analysts cobble together
terabytes of data, reams of paper, and innumerable spreadsheets to determine where, my dear
reader, the markets will go for the upcoming year. They then burn the midnight hours checking,
evaluating, and checking again...ultimately to be bundled up fo be submitted to the appointed
leaders of said organizations. The leaders then overlay their own logic, the marketing folks add some
color and formatting, and poof, the Predictions (the capital *P" is important) are published.

Take a quick gander at some of the recently published and you'll begin to know exactly what to do.
A well-respected Wall Street firm recently clarified that U.S. equity markets were certain to be down
for 2023 because we are heading toward a certain recession. Well, that's unfortunate. Yet another,
also well-respected firm, recently stated that we have made it through the challenges over the past
several years and 2023 could be one of the best years in many. Ahh, | like that much more. Another
firm said the Standard & Poor’s 500 will be up 11.4% this year (I commend them on their very helpful
precision), while yet another said equities will be down in the near term but didn’t clarify exactly
when.

If all of that is a bit too clear and mundane for you, perhaps listening to the pundits and experts on
the future of cryptocurrencies is more helpfule One recent expert believes bitcoin could be up
1,400% this year, while another bank is equally certain the market has underpriced the risk and bitcoin
is likely to be down 70% in 2023'. Hmmm....

Which leaves the average investor with an enormous challenge...if the most sophisticated and well-
equipped organizations on the planet disagree on the future of the market...what are each of us to
do?

1 https://www.cnbc.com/2023/01/02/the-boldest-bitcoin-price-predictions-for-2023.html
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Well, first, as the author above encouraged us to do, let us take stock of what has occurred and

what is occurring now. Perhaps by focusing on getting the big things right, we can reduce the
chances that the smaller things get in our way.

With that, let us begin...

Section 1: The Difficulty of a Difficult Year

Much has been said about how painful 2022 was and yet | sfill don’t believe most investors know how
rare it was.

The following chart helps paint that picture.

Chart 1: Annual Performance of the S&P 500 since 19772
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Chart 1 takes the total performance of the S&P 500 in every year since 1977 and plots them on the
same timeline. The orange line is 2022. That's right, folks, you've just lived through the third worst year
in equity market history since the late 70s. It's worth noting the absolute worst year was 2008 (“the
end of capitalism” as some pundits referred to the Global Financial Crisis...), and the second worst
was 2002.

OK, you say, yes, | know equity markets went down...we all saw the red on our statements.
What was different (as we have discussed several times in these updates) is that there were very few

places to hide. Historically, during difficult years, bonds have been a buffer for equity market
performance and have helped mitigate losses. In 2008, for example, equity markets were down more

2 Source: Bloomberg, MassMutual WMIT Research, as of Jan. 27, 2023.
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than 22%, but bond markets (as proxied by the U.S. Agg) were up more than 5%, which is following a

nearly 7% return in 2007 and was followed by a nearly 6% return in 2009. During that fime, at least,
bonds helped mitigate the pain felt by equity markets declining.
Chart 2 demonstrates just how bad 2022 was in the bond market.

Chart 2: Annual Performance of the U.S. Bond Market since 19773
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Put those together and, well, as you might be painfully aware...2022 was a difficult year to navigate.

Yes, but what do we do with that informatione What do we do now that 2022 is over? Is inflation
overe Will the Ukrainian conflict end? What...in other words...is the average investor to do?

Let us now turn to what we know about the current economy because, after all, markets, over the
long-term, reflect the underlying economy. While we are never arrogant enough to state with

certainty what the future holds, we do believe that adept students of history should at least be able
to lean toward getting the big things right...or at least not terribly wrong.

Section 2: The Sky Is Not (Yet) Falling

Anytime anyone asks you about the economy, you should immediately think about two dynamics:
growth and inflation.

How is the economy growing? And how stable are prices?

3 Source: Bloomberg, U.S. Treasury, MassMutual WMIT Research, as of Jan. 27, 2023; referencing Bloomberg US
Aggregate Bond Index, a broad base, market capitalization-weighted bond market index representing
intermediate term investment grade bonds tfraded in the United States
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Are there other dynamics? Yes. But many of those dynamics are symptoms, or causes, of growth and
inflation.

As such, let us look at the U.S. economy...that historical bastion of global growth.

Chart 3: United States Real Growth Domestic Product (GDP) % Change, 12-month smoothed*
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First, some definitions. To measure how much an economy is growing, we simply look at how much a
country produces and then measure the change over time. This measure of how much a country
produces is known as gross domestic product, or GDP.

The problem with that measure is that it doesn’'t account for the fact that prices move around every
month. So, if in January prices went up 10%, even if the economy didn’t grow 10%, then our readings
will reflect a different number than we intend. To account for that problem, we must adjust for that
effect to determine actual economic growth (what we refer to as REAL GDP).

Chart 3 above shows that data. What is obvious is that a) the economy is still growing, and b) the
economy has slowed a bit. What we should also find reassuring is that the economy is doing
something similar to what it has done many times over the past 40 years...nothing looks particularly
extraordinary.

Yes, but who cares you might say! Inflation has been the problem! Fair point, let us look at inflation.

Chart 4 shows that data.

4 Source: St. Louis Federal Reserve, MassMutual WMIT Research, as of Jan. 27, 2023.
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Chart 4: United States Inflation (as measured by CPI) % Change 5
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My interpretation of this chart is, again, twofold. 1) Inflation is higher than it's been in 40 years, and 2)
inflation has begun to fall (as we've discussed several times in recent market updates).

Section 3: Perspectives & Summaries

If you've made it this far, you deserve congratulations and a summary. Let’s take stock of what
we've learned thus far:

1. 2022 was one of the most difficult years on record for stock and bond markets.
2. U.S. growth is still reasonable, although slowing.
3. US.inflation is high and yet falling.

And while, admittedly, if you give those three observations to 10 different economists, you will likely
have 20 different opinions. My takeaway is simple: the sky is not falling.

Unfortunately, difficult years are simply a part of investing. If there were a way to avoid them, we
would (and yes, I've tried and failed), and yet those corrections are healthy readjustments to re-align

5 Source: St. Louis Federal Reserve, MassMutual WMIT Research, as of Jan. 27, 2023.
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incentives and retract risk.

Markets don’t go up because they should. Markets go up because they reflect cash flows, and cash
flows grow as a function of the underlying economy. The economy grows because of its inherent
incentives...which, yes, can be negative and destructive, but are generally positive and useful.

In investing, there are very few secrets, but one of them is to get the big things right: minimize costs
and taxes, avoid emotional decisions, stick to your plan (and make sure you have a plan in the first
place), and always save more than you think you need.

As always, we remain at your service, and watching closely.

Daken J. Vanderburg, CFA
Head of Investments, Wealth Management
MML Investors Services

Asset allocation and diversification does not guarantee a profit or protect against loss in declining markets. There is no guarantee
that a diversified portfolio will outperform a non-diversified portfolio or that diversification among asset classes will reduce risk.
Investing involves risk, including the possible loss of principal. There are no guarantees an investment’s stated objective will be
achieved.

This material does not constitute a recommendation fo engage in or refrain from a particular course of action. The information
within has not been tailored for any individual. The opinions expressed herein are those of Daken J. Vanderburg, CFA as of the date
of writing and are subject to change. MassMutual Trust Company, FSB (MassMutual Trust) and MML Investors Services provide this
arficle for informational purposes, and do not make any representations as to the accuracy or effectiveness of its contents. Mr.
Vanderburg is an employee of MassMutual Trust and MML Investors Services, and any comments, opinions or facts listed are those
of Mr. Vanderburg. MassMutual Trust and MML Investors Services, LLC (MMLIS) are subsidiaries of Massachusetts Mutual Life
Insurance Company (MassMutual).

This commentary is brought to you courtesy of MassMutual Trust and MML Investors Services, LLC (Member FINRA, Member SIPC).
Past performance is not indicative of future performance. An index is unmanaged and one cannot invest directly in an index.
Material discussed is meant for informational purposes only and it is not to be construed as specific tax, legal, or investment advice.
Although the information has been gathered from sources believed to be reliable, it is not guaranteed or independently verified
Please note that individual situations can vary, therefore, the information should be relied upon when coordinated with individual
professional advice. Clients must rely upon his or her own financial professional before making decisions with respect to these
matters. This material may contain forward looking statements that are subject to certain risks and uncertainties. Actual results,
performance, or achievements may differ materially from those expressed or implied.

Securities, investment advisory, and wealth management solutions offered by MML Investors Services, LLC member SIPC, a
registered broker-dealer, and a registered investment adviser.
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