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Stock Market Commentary

U.S. stocks kept up their rally in the second quarter of 2023, with the S&P 500
returning 8.7% as earnings continued to surprise to the upside despite higher
interest rates and ongoing inflation. Though not up as much as markets in the U.S.,
international markets and emerging markets also showed gains, posting 3.2% and
0.9% returns, respectively.

Technology stocks were the top-performing sector in the S&P 500 in the quarter,
returning 17.2% as excitement over artificial intelligence drove chip stocks to triple-
digit returns for the year. Through May, just seven large tech and consumer
discretionary stocks accounted for most of the market returns in the S&P 500, with
the other 493 constituents averaging a negative return year-to-date. In June, the
rally broadened out, but just 20% of stocks were beating the S&P 500 returns.
Energy stocks were the worst performers in the quarter, falling 0.9% as the price of
oil steadily declined.

European stocks were up during the quarter despite Germany slipping into a
recession. Japan posted a strong performance, up 18.5%, as the central bank
indicated it would keep rates low despite higher inflation. Chinese markets declined
in the quarter as the economy’s recovery failed to spark investor interest and the
country faced ongoing structural challenges.

STOCK MARKETS 3 Months 1 Year 3 Years*
Large Stocks

S&P 500 8.7% 19.6% 14.6%
Russell 1000 8.6% 19.3% 14.1%
Russell 1000 Growth 12.8% 27.1% 13.7%
Russell 1000 Value 4.1% 11.5% 14.3%
Medium and Small Stocks

S&P 400 Midcap 4.8% 17.5% 15.4%
Russell 2000 5.2% 12.3% 10.8%
Russell 2000 Growth 7.0% 18.5% 6.1%
Russell 2000 Value 3.2% 6.0% 15.4%
International Stocks

MSCI Developed (EAFE) 3.2% 19.5% 9.6%
MSCI Emerging Markets 0.9% 1.7% 2.3%
Real Estate

DJ Wilshire REIT Index 2.9% -0.7% 9.1%

Bond Market Commentary

Bonds had a muted quarter as the debt ceiling debate caused investor unease and
mixed economic data blurred the Fed’s path forward. A broad benchmark of U.S.
corporate and government bonds returned -0.8% for the quarter. Municipal bonds,
which provide the benefit of tax-free income, held up slightly better, returning -0.5%.

It was a busy quarter for central banks across the globe. Following a 0.25% rate
hike in May -- its 10th hike in 15 months -- the Federal Reserve opted to hold rates
steady in June. However, Chairman Powell maintained a hawkish tone in his
comments and indicated that rates could rise further this year. The Bank of England
increased rates an aggressive 0.5% in response to persistently high inflation. The
U.K. inflation rate was 8.7% in May, more than double the 4% rate in the United
States. In Turkey, where inflation climbed over 39%, the central bank raised its
benchmark rate to 15%. Facing the opposite problem of tepid growth and falling
prices, the People’s Bank of China cut rates to spur the country’s economy.

Inflation remains the primary concern for many central banks, and they seem
resolute in keeping rates elevated if inflation stays above target. Higher rates can
be a positive for bond investors as bond performance is closely linked to the
starting point of yields, which are at more attractive levels than in recent years.

BOND MARKETS 3 Months 1 Year 3 Years*
Taxable Bonds

Aggregate -0.8% -0.9% -4.0%
Intermediate Govt./Credit -0.8% -0.1% -2.5%
U.S. Government -1.4% -2.1% -4.7%
U.S. Credit -0.3% 1.4% -3.4%
High-Yield Bonds 1.7% 9.1% 3.1%
Tax-Free Bonds

3-Year Municipal -0.5% 1.0% -0.4%
5-Year Municipal -0.7% 1.5% -0.6%
10-Year Municipal -0.6% 4.0% -0.2%

Source: Bloomberg.

The bond indexes above are produced by Bloomberg.
Returns include the reinvestment of interest and dividends.
*Returns are annualized.

To receive this Quarterly Investment Update by email, request our composite performance history, or request descriptions of the indexes and other information included in this report, please contact us at

PCTClInvestments@perkinscoie.com

For more information, please visit Trust.PerkinsCoie.com

TRUST AND ESTATE, INVESTMENT MANAGEMENT AND COMPREHENSIVE PLANNING SERVICES

Perkins Coie Trust Company LLC is a Washington state-chartered trust company.
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Economic Commentary Key Economic Releases
U.S. GDP expanded through the first half of 2023 even as EMPLOYMENT Asof  Expected Actual Prior
economic indicators flashed warning signs over the past year. Unit Labor Costs (1Q) JUN 6.0% 4.2% 3.3%
Manufacturing data has been weak for numerous quarters in Unemployment Rate JUN 3.6% 3.6% 3.7%
the U.S. as well as in the U.K., Europe, Japan, and Australia. Average Hourly Earnings (YoY) JUN 4.2% 4.4% 4.4%
Services, such as travel and leisure, have been more resilient, Change in Manufact. Payrolls JUN 5K 7K 3K
but recent data points to some cracks in the global service Change in Non-Farm Payrolls JUN 230K 209K 306K
sector as well. The U.S. yield curve, considered a key leading
indicator, remains deeply inverted. This is consistent with INFLATION (year over year) Asof Expected  Actual Prior
investors anticipating future Fed rate cuts, which may happen Consumer Price Index JUN 3.1% 3.0% 4.0%
if the economy slows significantly. CPI Ex Food & Energy JUN  50%  48%  53%
On the other hand, the labor market remains incredibly robust. Producer Price Index JUN 0.4% 0.1% 1.1%
Demand for workers is immense, with 10.1 million job PPI Ex Food & Energy JUN 2.6% 2.4% 2.8%
openings in May for only 6.1 million unemployed. Wages have
increased over 5% compared to the prior year, and while HOME PRICES (year over year) Asof  Expected Actual Prior
jobless claims are up 45% from their lows, they are still minor ) hiller Top 20 Mkt APR -2 49 1.79 1.19
by historical standards. The U.S. economy depends heavily on S&P/Case Shiller Top 20 S- A% 1% A%
the consumer, and low unemployment with rising wages tends MANUFACTURING ACTIVITY Asof  Expected Actual Prior
to bode well for future spending. Capacity Utilization MAY  79.7%  79.6%  79.8%
In May, U.S. housing starts unexpectedly surged and permits Leading Indicators MAY -0.8% -0.7% -0.6%
for future construction also rose. The South, Midwest, and GDP Annualized (1Q) JUN 1.4% 2.0% 2.6%

West saw double-digit increases in the number of building
projects, though projects declined in the Northeast. Over the
last 12 months, however, sales of existing homes have been
at their lowest level since August 2012. Low supply remains
the primary culprit, hindered by potential sellers reluctant to
move given current mortgage rates.

PRODUCTIVITY As of
JUN

MAY

Actual
-2.1%
-0.2%

Expected
-2.4%
0.1%

Non-Farm Productivity (1Q)
Industrial Production

Source: Bloomberg.

Prior
1.6%
0.5%

At Perkins Coie Trust Company, we believe that maintaining a long-term asset allocation and tax-intelligent strategy is an important priority. We seek attractively valued
investment opportunities in high-quality stocks, bonds and mutual funds across a full spectrum of geographic regions, sectors and specific industries. By diversifying

portfolios and focusing on fundamentals, we strive to manage market risk. We stand ready to assist you in meeting your objectives. For more information regarding trustee
and investment services, please contact us toll-free at (888) 720-8382, locally at (206) 359-6462 or on the web at www.trust.perkinscoie.com.

This report is based on information obtained from sources that we believe to be reliable, but we do not guarantee its accuracy or completeness. Opinions and estimates may be changed or withdrawn without
notice. The information and opinions contained in this report should not be considered as recommendations to buy or sell any security or commodity. Investments are not guaranteed, and past performance

is not a guarantee of future results.
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