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The third quarter delivered the first rate cut in 4 2 years during last month’s
September Fed meeting. This rate cut was widely anticipated and telegraphed
for some time. Many market participants view the Fed’s current trajectory as
being closer aligned with the bond market than in recent history. The stark
contrast we have seen between consensus expectations and Fed comments
seems to be narrowing over the past few months as the Fed has softened their
tone a bit. Overall, the first 3 quarters of 2024 delivered a positive, but range-
bound and volatile bond market, largely due to some prior misalignment
between rate cut expectations and the Fed’s prior signaling. Closing out the
third quarter, we appear to be headed in the right direction in containing
inflation and now have a Fed on board with current inflation and economic
trends, too.

Fixed income marched decisively higher in the third quarter, as overall
sentiment improved for bond pricing in general and bets on duration and
credit were the winners, given the unfolding clarity on the rate and economic
picture. Bonds remain historically inexpensive even after last quarter’s rally
and the bond market outlook continues to improve as inflation measures
continue to show successful containment. The Fed’s target for short-term
and intermediate rates still leaves opportunity on the table for all asset prices,
including bonds.

Overall, the current environment tells a story of increasing optimism and
confidence with the Fed’s handling of their dual mandate. General sentiment
persists that lower or stable rates from here will support and spur further
economic growth, but doubters remain that this may also re-ignite inflation.
Wait and see is the approach the markets have taken thus far and the next few
months should bring some clarity as we move past the presidential election
next month and push towards the historically favorable and stable year-end
market environment.

While the bond market has been pricing in lower and declining treasury rates
into 2025 and beyond for some time now, the actual start of easing policy and
lower inflation forecasts at this point continue to be supportive of current bond
prices and don’t appear to be the “fuel” needed for a bond rally just quite yet.
Further rate cuts and improved Fed guidance may provide this fuel through
the end of next year, and the two remaining Fed meetings in 2024 are vital for
continued positive sentiment. An immediate pathway to recovery from recent
bond price drawdowns remains murky but the timeline is now a bit clearer
than in past quarters as the immediate outlook appears to be favorable to
bond prices.
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If the forward 2/10 yield curve holds and comes to fruition, this should support the bond narrative as a return to non-
correlation and improve relative attractiveness. As Fed cuts are now in the rearview mirror while economic conditions
remain strong, we appear to be in the middle of the highly desired “soft-landing” solution to our previous inflation
problems. The Fed continues to play its hand close with the bond market and has continued to simply communicate that
they are data dependent and time will determine the course of future monetary easing. This is progress of a sort, as the
Fed prior to last month continued to allude that there may be no cuts at all as inflation remained a primary concern over
the past 2 years.

As has been the case over the past 2 years, the Opportunity Income portfolio remained in a fully defensive stance
throughout the third quarter as the yield curve remained inverted for most of the quarter with short-term yields higher
than long-term yields. Thisinversion, however, has recently ended as the yield curve went positive just after the
September rate cut. An upward sloping curve points towards a potentially strong economy over the reference period (2-
10 years from now), and this historically means lower forward rates during expansion as opposed to longer-dated yields
because of improving growth as well as stable and supportive wages, and possibly even some normal levels of inflation if
the economy is expanding at a comfortable pace. This normalization of the yield curve is expected to hold over the next
few years as the bond market continues to normalize further.

We remain well off cycle lows achieved over the past few years in bonds as forward rates of return in the bond market
continue to improve. We believe the current portfolio is positioned to capitalize on a return to a more “normal” yield
curve, and we expect fixed income investors to be rewarded in the coming years as we return to a more normal bond
market with longer-dated bonds once again holding a time premium.

Riskier bonds have traditionally performed well in a growing economy. As the economy continues to expand and rates
trend lower, budgeting borrowing costs becomes easier for firms and more efficient for those smaller firms that have been
struggling to borrow at higher rates. A strong economy also means that corporate bonds may be a safer bet.

We view many different pieces of the bond market collectively when constructing portfolios and we study these separate
pieces of the market and their relationships closely. This knowledge is perhaps less helpful for fixed income investors in
cycles like this, where duration mechanics have been unrelenting on bond valuations as rates remained elevated. Those
mechanics can also be beneficial over a longer total investment horizon that aligns with your capital needs. In the fixed
income space, we continually monitor portfolio exposures and forward rates of return appear to be improved from this
point over the next few years.

As of quarter end, the forward indicated forecast yield on the portfolio is 3.49% compared to the aggregate bond
benchmark of 3.44%. We at Kingsview Investment Management appreciate your continued support of the
Opportunity Income portfolio. Should you wish to speak with one of our portfolio managers, please email

investments@kingsview.com.

Kingsview Wealth Management (“KWM”) is an investment adviser registered with the Securities and Exchange Commission (“SEC”). Information presented is for educational purposes
only and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve risk and unless
otherwise stated, are not guaranteed.

Kingsview Investment Management (“KIM”) is the internal portfolio management group of KWM. KIM asset management services are offered to KWM clients through KWM IARs. KIM
asset management services are also offered to non KWM clients and unaffiliated advisors through model leases, solicitor agreements and model trading agreements. KWM clients utilizing
asset management services provided by KIM will incur charges in addition to the KWM advisory fee.

This material has been prepared by Kingsview Wealth Management, LLC. It is not, and should not, be regarded as investment advice or as a recommendation regarding any particular
security or course of action. Opinions expressed herein are current opinions as of the date appearing in this material only. All investments entail risks. There is no guarantee that investment
strategies will achieve the desired results under all market conditions and each investor should evaluate their ability to invest for the long term. This information does not address individual
situations and should not be construed or viewed as any typed of individual or group recommendation. Be sure to first consult with a qualified financial adviser, tax professional, and/or
legal counsel before implementing any securities, investments, or investment strategies discussed.

The firm claims compliance with GIPS®. For a complete list and description of the firm’s composites and / or a presentation that adheres to the GIPS standards, contact gips@kingsview.com.
For purposes of compliance with the Global Investment Performance Standards (GIPS®), the “firm” refers to only Kingsview Investment Management.

For the purpose of complying with the Global Investment Performance Standards (GIPS) standards, Kingsview Wealth Management “KWM” and Kingsview Investment Management “KIM, the
firm” are separate and distinct entities. Kingsview Wealth Management is an independent investment advisor registered under the Investment Advisors Act of 1940. KWM manages assets
across a wide scope with many independent advisors and does not claim compliance with the GIPS Standards. Kingsview Investment Management “KIM” is a subset of Kingsview Wealth
Management where KIM retains the sole investment decision making ability on accounts it is managing under KIM, and all composites and models under KIM are maintained consistent with
the GIPS Standards, and KIM does wish to claim compliance with the GIPS Standards.
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