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2025 Outlook: Great Expectations

A

A

p S

Everywhere we look, we sd&@reat Expectationfor the U.S. economy and
markets to deliver strong results in 2025

Starting points matter, with the bullish and optimistic view for 2025 a
FGL9: D= ; GFLJ9KL LG TPI'fT 9F< TPIF

This does not mean that we cannot achieve theGeeat Expectationdut the
bar to surprise to the upside is now much higher

Said another wayoptimism is warranted, but optimism is also crowded

We think that where the bond and equity markets end exactly on Decemb
31, 2025 is far less important than how investors handle the volatility we
expect to present itself over the course of the year.

A world ofGreat Expectationsas the following implications on investors:

A It creates the potential for more volatility, as expensive and crowded
markets cannot absorb shocks as easily, but volatility creates
opportunity

A 1t argues for finding ways to diversify away from equity/credit and
interest rate risks into uncorrelated assets

A 1t suggests that lower returns make tax and fee efficiency even more

er

important
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2025 Outlook: Evidence of Grreat Expectations

A

A

o o

o Do o o I

o

2025 GDP estimates starting at 2.1% vs.-49%b in 2023 and 2024, with recessiorn
forecasts removed

$=< ' @9A) . GO=DD K9QAF? @@= a>==DK J
the December press conference

#PH=; LO9LAGFK >GJ aBMKL L@= JA?@L KL
of existing fiscal constraints and slim majorities

Elevated S&P 500 PE multiples at 21.4x forward for the S&P 500 (as of 1/13/2

Fulsome EPS growth forecasts of 15% that include an acceleration of revenue
growth and a jump to record margins (FactSet)

Household equity allocations near 20 year highs (AAll, as of 1/13/25)
Institutional positioning in the 90th percentile (Deutsche Bank, as of 12/12/24)
Margin loan debt +45% in the last year (FINRA)

Huge inflows into options and leveraged ETFs

Record sentiment readings of investors expecting positive returns (Conference
Board, as of 12/24)

Credit spreads near 20 year lows
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T'wo Main Components of Our Expectations for 2025

A We do not expect a recession in 2025but a moderation | | A We expect wide, choppy ranges for both equities and fixed

in the growth rate vs. 2024 as the tailwinds from the last income
two years remain become less powerful (productivity, A Volatility creates opportunity for both asset classes to buy on
labor supply, rate desensitivity, Al spend, liquidity) weakness

A We see less upside to growth expectations given the A 10 Year Yields could surpass 5% on inflation/fiscal fears, but

higher starting point for forecasts; watch productivity fall rapidly in a growth scare or sharp drop in inflation

A We expect a resilient labor market/consumer, but this is A
sensitive to corporate productivity and asset prices;
watch exogenous oil inflation shock

Equity Base CaseThe Talking Heads Market sideways chop,
where earnings growth remains resilient but equites grow
into elevated valuations and stretched positioning with

A We see DC policy having the potential to significantly volatility

alter the growth outlook  (with potential for a downside | | &  Equity Bubble Risk: The Prince market sees valuation surge

45 @GGHKHA K:=F9JAG >GJ 26O Ly@f s&H nigherPBestoboo fidhs i bfchutve Sl K L

L@= 0A?@L 1LM>>A K; =F9JAGO fyeled by easy policy and tech optimism

A2 @: _$ = <A K aJ=;9D A9 U’VNG FA | X @ty Bed KasePfrdp grBuith 13N RitEPS estimates anc
their policy path whipsawed by DC policy, along with coincide withade] 9LAF? :9: C LG &49N=J9?-=
markets; Fed/Treasury liquidity is a wildcard

'5



2025s Potential Equity Paths

S&P 500 INDEX in 2024
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We think that where the bond and equity markets end exactly
on December 31, 2025 is far less important than how
investors handle the volatility we expect to present itself over
the course of the year.



S&P 500 Earnings and Valuation Scenario Analysis

S&P 500 Earnings and Valuation Scenario Analysis

2025 Starting Level: 5,920
Current EPS estimate: $272
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17x
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18x
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Growth Scare and DRating

PE on 2025 EPS

20x 21x 22X
5000 5,250 5,500
5100 5,355 5,610
5200 5,460 5,720
5300 5,565 5,830
5400 5,670 5,940
5500 5,775 6,050
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|

Talking Heads

Sideways Chop

23X
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Summary Expectations for 2025: U.S. Economy

A

A

A

A We are not expecting a recession in 2025

5 =

2.7%, but do not see evidence at this time that growth will fall
below 2% (current consensus is 2.1%)

Within GDP: We see less upside to consumer spending in 20
and downside risks to government, exports, and private
investment (mostly housing if interest rates remain high)

We see the tailwinds from 2023024 remaining but being
much less powerful in 2025; there are risk that some of these
become headwinds. These tailwinds have been:

A
A
A
A

<G =PH=;L ?2JGOL@ LG EG<-=

Less sensitivity to short term interest rates this cycle
A surge in productivity

A jump in lowcost labor supply/working age population
due to an influx of immigration

Treasury funding actions keeping bank liquidity
available despite Fed tightening and high deficits; this
allowed for strong asset prices that fueled a powerful
wealth effect

Alrelated tech investment driving business investment

JOL=

25

Consumer

A We expect the U.S. consumer to continue to be
ifurcate | A F % M
N RS R G 205 TN R
wage growth/resilient jobs, while high income
consumers continue to be strong as long as asse
prices and cash yields remain high

A We see less upside to Household Consumption
forecasts for 2025, which start the year at 2.4% v
0.5% in 2024

Inflation

A We expect inflation to continue to moderate, but
J=E9AF KLA; CQ 9: GN= L@

A

housing, and current energy prices

A

We do not rule out an exogenous shock that caus
higher inflation (ex. Oil, tariffs, immigration),
noting this economymaybe less able to absorb an

inflation shock vs. preCOVID

S.

We do not expect a reacceleration based on wages,

es



Key Upside Opportunities

A Wave of deregulation, tax cuts, and animal spirits that drives a broad
investment boom (outside of just Alelated)

A HJG<M; LANALQ &4EAJ9; D=A
A Riskasset strength that boosts the wealth effect
A ad: =FA?FA <JGH AF AFL=J=KL J9L=K

that sparks recovery in cyclical, interest rate sensitive parts of the economy

Key Downside Risks

o

A stock market correction that hurts high income consumers

A Trade/immigration policy that exacerbates inflation and weighs on growth by
roiling supply chains and constricting labor supply

A An exogenous inflation shock, such as higher oil prices or policy changes, tl
weighs on the consumer and pushes the Fed to consider hikes

A Persistent high interest rates that pinch balance sheets as the refinancing
O9N= CA; CK G>> 9F< ;J=9L=K 9 ao@9
with CLOs, Synthetic Risk Transfer trades, or commercial real estate)

<
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Summary Expectations for 2025: U.S. Economy Opportunities and Risks
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Summary Expectations for 2025: Policy

A InterestRatesn1 5= L@AFC L@= 4&J-=:; 9DAA JTrQuisExtensianadd TCIA tax rsatesvery likely, but chances |of
easing is over, meaning further cuts likely happen only in an further reductions to the corporate rates or tax carveouts (e.g.,
acute growth scare or amid a significant rise in unemployment tips, SALT, Social Security) will be expensive and controversial

A Zero cuts are likely in the event unemployment remains | A Tariffs: Potentially a combination of legislated tariffs on

close to or just above 4% national security items and ad hoc punitive tariffs done by
executive order. Tariffelated uncertainty contributes to market
volatility and delayed or cancelled business investment in
addition to raising prices on consumer and wholesale goods

A Arise in the unemployment rate to 4.5% or beyond
would likely invite more rate cuts, while a reacceleratio
in core inflation would push them out indefinitely

=

A Immigration: Large surge in immigration in 20223 lead to a
rise in the workingage population and took pressure off the jobs
market; reduce rates of immigration or a net drop in immigrant
could tighten up certain segments of the labor market

A We believe the economy can function with far higher
interest rates than it could during the 2010s, meaning
rates may ultimately not have to move much lower

[

S

A Balance Sheet Likely to stop shrinking by midyear as the Fe
runs into liquidity constraints and has less of a desire to keep
policy tight

A $=< :9D9F; = K@=-= OADD FG
liquidity now that reverse repo facility has wound down

A Deregulation: New administration likely to be more permissive
on energy exploration and extraction as well as antitrust

scrutiny, Ieadlng to a strong flow of deals

D aH9OAFDE= A >GJ
c%"reasury Funding: L|m|ted scope forKlssumg more Treasury Bills

in light of reduced Reverse Repo balances at the Federal Reserve

expense of bank reserves




Summary Expectations for 2025: Equities

A The Talking Heads Market Our base case is a wide, choppy
range in 2025 that allows markets to grow into elevated

bars for returns)

underlying economic growth remains resilient

recession odds that cuts ERStand derates valuations

A The Prince Market We do not rule out entering into a bubble
(+20% for 8'year), if speculative fervor is ignited by policy
easing and technology optimism

A Valuations surge above 2020 highs to 2000s peaks
A Forward returns collapse post the bubble

A 5= <MJ9: D=
9K 9 aK@GO E=

KFOH :9; CK ML

valuations and stretched positioning (both of which create high

A Valuations chop sideways and earnings growth comes ir
roughly inline with estimates, potential for positive 2025

A 10% +£range through the year, with weakness buyable

A More downside? Would need a growth scare with rising

JGLO9LAGFK GJ
KLGJQAJ/l E=9FAEF
earnings are broadening out; without earnings, lagging parts o
the market (small cap, Value, international) can experience shpof
OADD KL9Q a; @1

?

t

A

A

A

9 againdt @gexogeRquFirlatigMhogk fraoil pri@s; theEENGray -
Lsertog J0 hedpeagainst a grewth-sgara/slowdownr-(HaalthCare

-9 HA NGOM 9 LI EDHKKGAE A9 F <

Emphasize Qualityfor the long run given high rates and elevated
uncertainty

Balanced between Growth vs. Value:expect this short term snap
.9, C AF 49DM= LG MFOAF< " =;
outperformance, and whether it lasts depends on earnings; within
Growth remain valuation disciplined, within Value focus on

earnings growth to avoid value traps. Mag 7 (55% of Growth inde
need to begin to deliver on Al ROIC to sustain high CapEx levels

Prefer Mid over Small Caphigher profitability and lower debt
levels in Mid Cap indices, which makes Mid Cap stocks less acut
sensitive to the path of interest rates.

Prefer U.S. over Rest of Worlddespite the international valuation
discount, U.S. has vastly superior earnings growth. A reversal in
strong USD, along with a commodity rally, would be two factors w
would need to see to grow more sanguine on ndhS. equities.

Sectors as Hedges (we have not yet moved OW7J.o hedge

Staples, Utilities). In both, selecting for earnings quality and
durability is important, as all of these sectors are also home to
O=9C J=LMJF

= E|:
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Summary Expectations for 2025: Fixed Income

A We expect the 10 Year to remain in a wide, choppy range, A Government Bonds: Higher rates and a steeper curve provides a
similar to 2024. We do not rule out a retest of the 2023 high o better outlook for performance in 2025, but rate volatility could
5% on inflation or fiscal fears, while a fall below 4% is plausible make for a bumpy ride
in the event of an acute growth scare A

=

Municipal Bonds: Attractive yields on an aftetax basis with
A Fed policy will determine the path of the 2 Year. At levels below iIssuance and credit quality likely to remain manageable in 2025,
4.35%, the bond market still believes the Fed has an easing bias  supporting prices

A A further steepening of the yield curve could indicate a A Investment Grade Credit: Low default persists, barring a major,
combination of falling short term rates (in a growth scare) or g macro meltdown, but very tight spreads mean not much yield
higher term premium, which could be associated with pickup beyond Treasuries
Increased fiscal policy risks A Securitized: Generous riskadjusted spreads compared to

A We see corporate credit as priced for perfection to start the corporate bonds, with limited risks being leveraged to the U.S.
year, with spreads at multdecade low. Investors are not housing market

receiving much compensation for taking on credit risk and are | g
susceptible to a potential widening at some point in 2025 if a
growth scare materializes

High Yield: Spreads have tightened well beyond what forward
corporate earnings estimates would have predicted. A minor
deterioration of the growth picture could lead spreads to widen,
A Mortgagebacked securities offer attractive yield for the same although in a rising rate scenario this asset class is best
or higher credit ratings as corporate bonds, having not fully positioned to be resilient (as long as those high rates do not
normalized from the 2022 blowout create acute refinancing stress)







Rising Growth Expectations Have Been Vitally Important the Last Two Years

2023 US GDP Economic Forecast
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025

2024 US GDP Economic Forecast
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2025 US GDP Economic Forecast
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“T’he Miracle™: How Did the U.S. Achieve 3% Growth with Falling Inflation?

Rare Divergence Between Nominal and Real U.S. GDP Growth

%

20 -

y
A AW i

-10 -
1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

— Real GDP — Nominal GDP
Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Bureau of Economic Analysis (BEA)

Data as of: January 14, 2025



The Drivers of 2023 and 2024’s Growth Surprise

A A surge in productivity
A A jump in labor supply/working age population

A The U.S. economy being less sensitive to short term
Interest rates this cycle

A Treasury actions keeping bank liquidity available
despite Fed tightening and deficit spending

A Alrelated tech investment boosting business
Investment

Will these last into 20257

There are Great Expectations that they will.

'5
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High Productivity Growth After the “Great Resignation”

High Productivity Growth Has Kept the U.S. "Rate Resilient"

Percent
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— U.S. Non-Financial Productivity Growth, Y/Y
Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Bureau of Labor Statistics (BLS)

Data as of: January 14, 2025



Labor Force Was Growing at the Fastest Rate in Decades

U.S. Labor Force Growth

%
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— United States Labor Force Y/Y
Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Bureau of Labor Statistics (BLS)

Data as of: January 14, 2025



Net Interest Expense Fel/ in 2023-2024 as Fed Raised Rates

Corporate Net Interest Costs YoY % and Fed Funds Rate
%

50 - -10
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is still down on a YoY
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-107 1 S (second derivative
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now that the Fed has
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-40 - 1 some borrowers are
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025



70% of Consumer Debt is Mortgages and 95% of Mortgages are Fixed Rate

Percentage of Mortgages with Adjustable Rate
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025



RenMac Estimates That Tech CapEx Added +0.4% to GDP in 2024

A boom on par with the late 1990s?
Tech: Structures™, Equipment, Software (percent of GDP)

4.80%
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Data Center plus Manufacturing: Computers/Electronics/Electrical
Source: Renaissance Macro Research, Haver Analytics

Data as of: January 14, 2025



Looking Forward, The Key Questions Are:

A Can productivity growth continue or will it slow,
pressuring corporate margins and risking layoffs?

A Can labor supply, mostly at the low end, continue 1
grow or will it be reduced by immigration policy?

A Will high interest rates start to weigh on economic
activity more broadly?

A Can Treasury continue its large Bill issuance now
that reverse repo balances have been drawn dowr
all the while deficits remain high?

A Can Tech investment continue to drive CapEx and
construction spending?

o

MY



We Need Productivity to Meet Margin Expectations

S&P 500 Margins Related to Revenue Growth and Inflation

S&P 500 Operating Margin (with Bloomberg Consensus Forecast), S&P 500 Sales Growth, PPl YoY

Margin %
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14\

o
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— S&P 500 INDEX, BEst Sales YoY %, rhs

Revenue Growth YoY % and PPI YoY

~ | Op Margin
2025 Forecast
| 16.9%E

Rev
Growth
4.74%

2026

Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025




The Labor Market Remains Resilient Thanks to Productivity

US Initial Jobless Claims and Unemployment Rate

Claims U3 %
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025




But Beware of Using the Past to Describe the Future (Lagging Indicators... Lag)

— By the way, the start of a recession is heavily aligned with
the first month when payrolls turn negative.

Thous
250 4
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0 1
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Source: Deutsche Bank Research




Job Growth Slowing, But Stable

Slower, But Stable Employment Growth

No. of Persons
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Job Softness Concentrated in Slower Hiring, Instead of Increased Firing (For Now)

JOLTS Data Shows Slower Hiring, Not Increased Firing
8 -

07 I I I I I I I I I I I I
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025



When Does Weak Hiring Turn into Layotts? Ask Small Business Owners

Small Businesses With Poor Sales Usually Means Weaker Jobs Market Ahead

Percent Percent
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Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Bureau of Labor Statistics (BLS), National Federation of Independent
Business

Data as of: January 14, 2025



You Can Also Ask Consumers...

Labor Market Differential and Unemployment Rate (Inverted)

Labor Market Differential= Conference Board Jobs Plentiful - Hard to Get

50 - -3
0 4 <
20 - \\ 22| This is reflecting
10 - ~, Slower hirings today
0. but has typically
- 7 been followed by
107 v increasing firings in
201 ) -8 past cycles.
-30 - 9
-40 - \
504 -10
-60 - ‘ | - 11

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

— Conference Board Consumer Confidence Labor Market Differential, Ihs
— U-3 US Unemployment Rate Total in Labor Force Seasonally Adjusted, rhs
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Data as of: January 14, 2025



Usually, the Fed is Cutting For a Reason... It Unemployment Stabilizes, No Fed Cuts

Rate Cuts Typically Come With Rising Unemployment
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Inflation

Is Inflation vanquished?

The Key Sources of Inflation Are Not Flashing Warning Signs of
a Reacceleration Right Now:

Wages
Rents
Oil

But exogenous shocks (oll, tariffs, immigration) are risks in
' PT f H




Quits Suggest Wages Are Unlikely to Be a Source of Inflation

Fewer Workers Quitting Singals Softer Wage Gains Ahead

Percent Ratio
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Source: NewEdge Wealth, Macrobond, Bloomberg Federal Reserve Bank of Atlanta, U.S. Bureau of Labor Statistics (BLS)

Data as of: January 14, 2025



And Rents ook Subdued

US Zillow Rent Index All Homes YoY Smoothed Seasonally Adjusted
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025




And Gasoline Prices Have Been Falling

Daily National Average Gasoline Prices Regular Unleaded
per gallon, $
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Data as of: January 14, 2025



Appreciate How Beneficial 2 Years of Falling Gasoline Prices Has Been on the Consumer

Year Over Year Change in Daily National Average Gasoline Prices
%
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The Equity Market Has Been Right About the Consumer

Equal Weight Discretionary vs. Staples with

2023, 2024, and 2025 Household Consumption Forecasts
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Real Wage Growth Has Kept Spending Resilient

US Real Average Weekly Earnings YoY and University of Michigan Consumer

Sentiment
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The Spending Skew Keeps the Aggregate Atloat

APOLLO
Share of US total consumer spending, by income

% Share of consumption by income quintiles
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The Well-IKknown K-Shaped Economy

<

High Income Consumers
Tend to be older
More likely to own their home, with high portion of locked in fixed rates
Less likely to rely on short term debt

More likely to have higher cash balances and overall strong balance sh¢

Experienced less inflation as a % of income in recent years
Job losses at higher levels tend to lag
Overall in a strong position
Major sensitivity: stock market

pets

Lower Income Consumers
Tend to be younger
More likely to rent their home
More likely to rely on short term debt (autos, credit cards)

More likely to have fewer financial assets and weaker balance sheets

Experienced higher inflation as a % of income in recent years
Job losses at lower levels tend to lead
Overall feeling the pinch and at rising risk

Major sensitivity: jobs market




Booming Asset Markets Boost High Income Houscholds, Liabilities Contained

Household Assets and Liabilities Household Asset and Liability Growth
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Data as of: January 14, 2025



An Equity Correction Would Be Bad for Consumers with Allocations High

AAIl Individual Investor Asset Allocation Survey: Stocks
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Fed Data Shows Record Household Exposure to Equities

Household Equity Holdings as a Percentage of Total Financial Assets
0.40%
0.35 -
0.30 -
0.25 -
0.20 -
0.15 -

0.10 -

0.05 -
1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

— United States, Flow of Funds, Levels, Computed Series, Households & Nonprofit Organizations, Corporate Equities & Mu...

Source: NewEdge Wealth, Macrobond, Bloomberg Federal Reserve
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Increasing Debt Levels, but Ratios OK For Now Thanks to Strong Incomes

Consumer Revolving Credit Absolute and as a % of Disposable Income
10 - - 1,400

< 1,359

- 1,300
9 -

- 1,200
8 -

- 1,100
7 - - 1,000

< D
6 - 6.18

- 800
5 -

- 700
4 - - 600

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

— Federal Reserve Consumer Credit Outstanding Amount Revolving as a % of Disposable Income, |Ihs
— Federal Reserve Consumer Credit Outstanding Amount Revolving Total, rhs

Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: January 14, 2025

This is why the jobs
market is so
important for lower
income
@GMK=@GD«< |
ratios could start to
look stretched IF
incomes deteriorate
(median income was
strong in 2023,
growing 4% in real
terms and fueling
growth according to
the Census Income
and Poverty Report),
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US NY Fed Equifax Transition Serious
Delinquency 90+ for Auto Loans by Age
All
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However, Delinquencies Are Picking Up Despite the Resilient Jobs Market

US NY Fed Equifax Transition Serious
Delinquency 90+ for Credit Card by Age
All
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Key Policy Themes for 2025

The Fed and the markets disagree on whether
policy is tight or easy

Interest rates will only fall significantly if the labor
market deteriorates
challenges to moving any legislation

Thin vote margins and large budget deficits could
thwart significant fiscal stimulus

Traderelated uncertainty can create economic
and market damage even if tariffs never go into
effect

With a razor thin margin in the U.S. House, expec¢

Data as of: January 14, 2025
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Fed Funds Rate With Market-Based Projections for 2025 & 2026
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The Market and the Fed Do Not Agree on Whether Policy is Loose or Tight

Fed Estimate vs. Market-Based Neutral Cash Rate
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Equity and Credit Keep Financial Conditions Easy and Say Fed Isn’t 77at T'ight

Financial Conditions Still Relatively Easy

Bloomberg US Financial Conditions Index
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Fed Has Not Been 7%at Tight

Chicago Fed National Financial Conditions Index
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Who's Right? The Data Will Tell Us

Economic Surprises are Driving Fed Funds Expectations
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[s2025 the Year that IFed Balance Sheet Reduction Starts to Bite?

Federal Reserve Assets as a % of GDP vs. Bank Reserves
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Will the U.S. Treasury Have Ditficulty Issuing Bills?

Fed Reverse Repo Facility Usage vs. Treasury Bill Issuance
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Budgets Pinched By Persistent High Rates

U.S. Government Interest Payments
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A Daunting Checklist for the New Congress and Administration

C Fund the Government for 2025 (Q1)

C Raise or Suspend the Debt Ceiling (Summer)

C Pass new spending for natural disasters, border security and defense (Q1)
C Renew expiring provisions from 2017 Tax Cuts and Jobs Act (1/1/2026)

C. 9KK F=0 L9P J=DA=>n 1 *2 ;9H AF; J
tax cuts (?)

C Pass new spending cuts and/or tax increases: DOGE, tariffs, IRA repeal (?)

25



Narrow House Majority an Obstacle to a Large Tax Bill... And Everything Else

_ COMMITHENT U.S. HOUSE BALANCE OF POWER
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Congress is Already Working With a Bleak Budget Outlook

Federal Deficit Outlook, On- and Off-Budget
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Will Consumers Pull Forward Spending In Anticipation of Taritts?

Consumers See Now as a Good Time to Buy Durable Goods
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Uptick in Auto Sales: EV Subsidies Under Threat or Tarift Speculation?

Total Annualized U.S. Auto Sales
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Trade Policy Uncertainty Contributed to an Investment Pullback in 2019
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