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“Party on, Wayne! Party on, Garth!”: Post Fed Update

e The Fed was dovish and markets responded with...
Party on, Jay!
e Fed’sdovishindications:
e Stillindicating 3 rate cuts in 2024 despite revising both
GDP and inflation forecasts higher for 2024
e Comfort with/no push back against easy financial
conditions
e A much higher bar to keep/raise rates if data is stronger
(indicating that strong growth/tight labor markets
aren’t enough to warrant tighter policy), BUT signaling
a distinct willingness to cut if labor markets/data ease
e Have your cake (rate cuts) and eat it too (strong
growth)
e Plan to slow Quantitative Tightening (QT) and keep
liquidity ample (or abundant in practice)
e Other central banks did not want to be out-dove’ed, with the
Swiss National Bank delivering a surprise rate cut and the
Bank of England hawks dropping their call for more hikes
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“Game On!”: Markets Respond to Fed

e Strong growth and a supportive Fed drove a roaring rally in risk
assets, with major equity indices surging to new highs and
credit spreads tightening

e Lower quality parts of the market outperformed, driven by
robust risk appetite, better growth expectations, and
expectations for lower interest rates

e How long can the party last?

e Forinflation expectations: gasoline, gold, and
breakevens all rising suggest that inflation could work
against the Fed in coming months

e For growth expectations: growth estimates have been
revised up materially YTD, supporting assets; watch
incoming data/economic surprises that could challenge
further revisions higher

e For credit: with spreads near 2021’s range, watch for
complacency on credit risk and supply/demand dynamics

e For equities: momentum remains strong as liquidity
remains supportive for markets; valuations, sentiment,
and positioning are all stretched but not catalysts alone;
rotations into cyclical laggards occurring




“Atfirstit’s constrictive, but after a while it becomes a part of you™:
Easy Conditions Despite Fed Hikes and QT

Loosest Since 2021: Bloomberg United States Financial Conditions
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Financial conditions are now
back to their easiest levels since
2021, when the Fed was still
stimulating the
economy/markets aggressively
with Quantitative Easing (QE)
and Zero Interest-Rate Policy
(ZIRP).




“Keep lookin’ up!™: The Path Forward for the Fed
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The market has gone from
expected nearly 7 cuts from the
Fed in 2024 in January to 3.4
cuts today.

We still see the possibility that
this pricing of Fed policy cuts is
too aggressive if economic data
is resilient or if inflation data is
more persistent.

On inflation, we are watching
gas prices closely, as falling gas
prices since the summer were an
important driver of the Fed’s
“immaculate disinflation”. Gas
prices have turned higher (+12%
since January) and could be a
wrinkle in expectations for
continued headline CPI
moderation.




“Well, the world’s a twisted place.”: A Green Light for Inflation?
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Gold and inflation breakevens
(market implied inflation
expectations) responded to the
Fed’s dovish rhetoric by jumping
higher.

The Fed signaled a willingness
to tolerate inflation above its 2%
target.

Gold is taking this bullishly as
real yields fall (nominal yields
fall and inflation expectations
rise).




“Stairway to Heaven?” Growth Forecasts Rising Have Been Key for Risk Asset Strength

2023 US GDP Economic Forecast
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The jump in GDP forecasts for
2023 and 2024 have been a key
driver of strong risk asset
performance (compared to the
cutting of forecasts through 2022,
which contributed to weak risk
asset performance).

The Fed mirrored the Street’s
increase in GDP by significantly
raising its GDP forecast from 1.4%
to0 2.1% (in line with consensus).

Growth forecasts are a key watch
item, because if they turn lower, it
would likely be a negative for risk
assets. In the near term, growth
looks supported by a strong labor
market and stimulus.




“No Stairway, denied!”: Watch Weak Retail Sales vs. Rising Consumption Forecasts

Retail Sales Actual vs. Forecast and Household Consumption Growth Forecasts for Household
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“Ah, the mirthmobile™: But the Equity Market Says the Consumer is Fine

Equal Weight Discretionary vs. Staples and GDP Household Consumption
Forecasts for 2023 and 2024
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The equity market has been
sending a signal that the
consumer is healthy and
able to spend, as seen by
the outperformance of
Discretionary stocks vs.
Staples stocks.

Discretionary vs. Staples
has been an leading
indicator for changes to
forecasts for Household
Consumption Growth over
the past few years.

For now, consumers are still
riding in the “mirthmobile”,
but watch this ratio closely.




“It will be mine. Oh yes. It will be mine.”: Cyclical Recovery Underway?

US Manufacturing PMI SA (S&P Global)
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Maybe the quote should be:
“It will be mining. Oh yes. It
will be mining.”

We are starting to see signs
of a recovery in cyclical
parts of the economy, with
manufacturing PMIs
(purchasing managers
indices) turning higher after
being in contraction, a sub
50 reading, for 12+ months.

If PMIs continue to recover,
and the Fed begins cutting
rates, it will be the first time
in recent history that the
Fed cuts ratesin an
accelerating PMI
environment!




“It's Heather Locklear and she’s signaling to us!™: the Signal from Yields

10 Year Treasury yields broke

U.S. 10 Year Treasury Yield ,
. . through resistance on elevated
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“It's Heather Locklear and she’s signaling to us!™: the Signal from Yields

U.S. 2 Year Treasury Yield
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2s are in a different spot, still
below their 200 day and failing
twice to break above this
resistance.

It could take a few tries (like it
did for the 10 year), but a break
above ~4.75% would be a signal
of higher-for-longer policy and
hot growth/inflation data.

A break below 4.50% would
reflect expectations of an
easier/more dovish Fed, and
possibly weaker growth.




“Uhoh, don’tlook, Stacey”: Watch the Relationship of Eco Surprises and Yields

10 Year Treasury Yield and Citi Economic Surprise Index
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Yields have been tied to
economic surprises (an index
that measures how economic
datais comingin relative to
forecasts).

Better data than expected has
led to higher yields. Worse data
than expected has led to lower
yields (roughly).




“Contractor no, I will not bow to any sponsor”: HY Spreads Tightest Since Early 2022
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“But what I'd really like to do is something extraordinary”: Respect €

e Momentum

S&P 500 with DailyE RSI
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S&P 500 momentum and
trend have been strong.

Notably, overbought
conditions have done little
to stall this rally or cause
any “digestion” periods.

Currently the S&P 500 is
17% above its 200-day
moving average and the
NASDAQ 100 is 20% above
its 200-day. It would not be
surprising to see some
digestion after such
powerful moves, but for
now, the momentum is
dominant.




“We're not worthy! We're not worthy!”: But Be Awareof Positioningand Sentiment

- Consolidated Equity Positioning
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“She’s arobo-babe™ Tech Keeps on Keeping On (on the surface)

Technology Sector Absolute (top) and Relatlve to the S&P 500 (bottom)
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Tech remains in a powerful
uptrend on and absolute
and relative basis.

This is despite flows and
valuations both being near
extremes (aggressive
inflows into Tech and
return to peak 2021
valuations).

This is clearly a momentum
driven market (the winners
keep winning). We see Tech
strength as a necessity for
broader market strength
because of the sector’s
large weight in the S&P 500.




“It's like peopleonly do things because they get paid”: But Not All Tech is Created

Equal

Semiconductors & Semiconductor
Equipment Industry vs. S&P 500 Index
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Incredible strength in
Semiconductors is masking weakness
in Tech Hardware.

This is effectively Nvidia (NVDA), the
largest semi weight; vs. Apple (AAPL),
the largest Tech hardware weight by
a factor of 10x.

Trees don’t grow to the sky and
parabolic moves higher eventually
come to an end (and they typically
don’t end just by going sideways...).
Respect the short-term momentum in
Semis, but look for a negative
volatility “sea change” to monitor if
the uptrend is stalling.




“And she’s ok. Gameon!”: Banks Turning

Bank Industry Absolute (top) and Relatlve to the S&P 500 (bottom)
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Despite regional banking
headlines (NYCB troubles
and capital raise), banks are
performing well on both an
absolute and relative basis.

A less-inverted yield curve,




“And she’s ok. Gameon!”: Industrials Turning

Industrials Sector Absolute (top) and Relative to the S&P 500 (bottom)
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Industrials performance
has also been strong, likely
reflecting the bottoming in
Manufacturing PMIs and the
large fiscal stimulus
benefitting this cyclical
sector.

The biggest watch item for
Industrials is stretched
valuations. At21.5x
forward the sector is very
expensive, which may not
be an issue immediately for
the sector, but should not
be ignored.




“I'mjusta poor boy, nobody loves me”: Defensives Relative Weakness

Utllltles Sector Absolute (top) and Relatlve to the S&P 500 (bottom)
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Utilities absolute
performance has been
perking up, buton a
relative it continues to lag,
trounced by strength in
cyclical sectors (Industrials,
Materials, Banks, Semis).




“Easy come, casy ¢o”: Small Caps Volatile Relative But Trend Improved

Russell 2000 Absolute (top) and Relative to the S&P 500 (bottom)
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All year, we have been
impressed by how well
small caps have interacted
with their 50-day moving
average, holding up on an
absolute (but not relative)
basis, despite the jump in
yields.




Disclosures

This report is intended for the exclusive use of clients or prospective clients of NewEdge Wealth. The information contained herein is intended for the recipient, is confidentialand may not be disseminated or distributed to any other person without the prior approval of NewEdge Wealth. Any dissemination or
distribution is strictly prohibited.

This information is general in nature and has been prepared solely for informational and educational purposes and does not constitute an offer or a recommendation to buy or sell any particular security or to adopt any specific investment strategy.

Information has been obtained from a variety of sources believed to be reliable though not independently verified. Any forecast represents future expectations and actual retums, volatilities and correlations will differ from forecasts. This presentation does not represent a specific investment recommendation.
Please consultwith your advisor, attorey and accountant, as appropriate, regarding specificadvice. Please remember that different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment or
investment strategy (including those referenced herein) will be profitable or equal any historical performance level(s). Diversification does not protect against market risk or loss of principal. The views and opinions included in these materials belong to their author

and do not necessarily reflect the views and opinions of NewEdge Capital Group, LLC. NewEdge and its affiliates do not render advice on legal, tax and/or tax accounting matters. You should consult your personal tax and/or legal advisor to learn about any
potential tax or other implications that may result from acting on a particular recommendation.

The trademarks and service marks contained herein are the property of their respective owners. Unless otherwise specifically indicated, allinformation with respect to any third party not affiliated with NewEdge has been provided by, and is the sole responsibility
of, such third party and has not been independently verified by NewEdge, its affiliates or any other independent third party. No representation is given with respect to its accuracy or completeness, and such information and opinions may change without notice.

Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No assurance can be given that investment objectives or target returns will be achieved. Future returns may be
higher or lower than the estimates presented herein. All data is subject to change without notice.

Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No assurance can be given that investment objectives or target returns will be achieved. Future returns may be
higher or lower than the estimates presented herein.

Because there can be several ways and combinations to implement the asset allocation or strategy you select, this report presents one or more hypothetical mix(es) or illustrations. The options presented are for discussion purposes only and do not constitute a
recommendation to buy, hold or sell any securities or investment products.

You aresolely responsible for determiningwhether and how to implement the strategiesillustrated in this report. You are not required to implement the allocation or investment strategy illustrations presented, or establish accounts, purchase products that we distribute or otherwise transact business with
NewEdge or any of our affiliates to implement any of the suggestions made in this report.

If you decide to implementany portion of your asset allocation or investment strategy, your Private Wealth Advisor can assist you in making any changes to your current strategy. The capacity in which we act will depend on, and vary by, the nature of the product, service or account that you select for
implementation (i.e., brokerage or advisory). You will be charged any applicable fees for effecting the transactions you choose to make, including commissions and/or advisory fees, a portion of which will be paid to your Private Wealth Advisor.

Investing involves risk, including possible loss of principal. Past performance is no guarantee of future results.
All data is subject to change without notice.

© 2024 NewEdge Capital Group, LLC



Disclosures

When referencingasset class returns or statistics, the following indices are used to represent those asset classes, unless otherwise notes. You cannot invest directly in an index. Index returns shown are total returns which includes interest, capital gains, dividends, and distributions
realized over a given period of time. An individual who purchases an investment product which attempts to mimic the performance of a benchmark or index will incur expenses such as management fees and transaction costs which reduce returns.

TIPS: Bloomberg Barclays Global Inflation-Linked: U.S. TIPS Total Return Index Unhedged

Municipals 5-Year: Bloomberg Barclays Municipal Bond 5 Year (4-6) Total Return Index Unhedged USD

Core Bond: Bloomberg Barclays US Agg Total Return Value Unhedged USD
U.S.MBS: Bloomberg BarclaysUS MBS Index

High Yield Municipals: Bloomberg Barclays Muni High Yield Total Return Index Value Unhedged USD

High Yield: Bloomberg Barclays US Corporate High Yield Total Return IndexValue Unhedged USD

Foreign Bond: Bloomberg Barclays Global Aggregate ex-USD Total Retum Index Value USD (50/50 blend

of hedged and unhedged)

EM Debt (unhedged): J.P.Morgan GBI-EM Global Diversified Composite Unhedged USD
U.S. Large Cap: S&P 500 Total Return Index

U.S.SmallCap: Russell 2000 Total Return Index

International Developed: MSCI EAFE Net Total Return USD Index

Emerging Markets: MSCI Emerging Markets Net Total Return USD Index
World: MSCIACWI Net Total Return USD Index

U.S.Equity REITs: FTSE Nareit Equity REITs Total Return Index USD
Commodities: Bloomberg Commodity Total Return Index

Midstream Energy: Alerian MLP Total Return Index

Hedge Funds: Hedge Fund Research HFRI Fund of Funds Composite Index
U.S.:MSCIUSANet Total Return USD Index

Europe: Euro Stoxx 50

United Kingdom: UK FTSE 100

Japan: Tokyo TOPIX Stock Exchange Index

China: Hang Seng Index

Brazil: Ibovespa Brasil Sao Paulo Stock Exchange Index
India: NSE Nifty Index

South Korea: Korea Stock Exchange KOSPI Index
Taiwan: Taiwan Stock Exchange Index

REITS Diversified: FTSE Nareit Eqty Diversified Total Return Index

REITS Healthcare: FTSE Nareit Eqty Health Care Total Return Index

REITS Industrial: FTSE Nareit Eqty Industrial Total Return Index

REITS Lodging/Resorts: FTSE Nareit Eqty Lodging/Resorts Total Return Index
REITS Office: FTSE Nareit Eqty Office Total Return Index

REITS Residential: FTSE Nareit Eqty Residential Total Return Index

REITS Retail: FTSE Nareit Eqty Retail Total Return Index

REITS Self Storage: FTSE Nareit Eqty Self Storage Total Return Index

REITS Data Centers: FTSE Nareit Equity Data Centers Total Return Index

REITS Specialty: FTSE Nareit Equity Specialty Total Return Index

Real Assets Agriculture: Bloomberg Sub Agriculture Total Return Index

Real Assets Industrial Metals: Bloomberg Sub Industrial Metals Total Return Index
Real Assets Precious Metals: Bloomberg Sub Precious Metals Total Return Index
Real Assets Energy: Bloomberg Sub Energy Total Return Index



Any questions?

Contact:

¥ 2200 Atlantic Street, Suite 200 « Stamford, CT
J  855.949.5855

& cdawson@newedgecg.com
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