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Three Key Questions to Contemplate Going into 2025

Will the U.S. economy experience a recession, a slowdown in growth, or a
reacceleration in 20257

How will policy shape the economic and market outlook?

What will the path of returns be for risk assets in 20257



The Premise of Our2024 Analysis: The Strange Landing

Instead of a Hard, Soft, or No Landing,
we think we are having a Strange
Landing.

In thisStrange Landingpast data
relationships have broken down, data
has changed quickly, and underlying

cycles have been divergent.

AStrange Landingequires vigilance
and an open mind.

THE ORIGINAL UNEUT VERSION
« OF THE BESTSELLING CLASSIC +




The Strange Landing; Leading Indicators Have Mislead for2 Years

Conference Board Leading Economic Indicator and US Real GDP (Y/Y)
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Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Bureau of Economic Analysis (BEA)

Data as of: DecembéX, 2024



The Strange Landing; Long Tail of QE Has Dulled the Impact of "Today’s Tight Policy

Corporate Net Interest Costs YoY % and Fed Funds Rate
%
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Source: NewEdge Wealth, Macrobond, Bloomberg

Data as of: DecembéX, 2024



Question I: U.S. Growth

Will the U.S. economy experience a
recession, a slowdown in growth, or a
reacceleration in 20257

)24



The U.S. Economy (and Market) Has Been Singing Bette Midler




The Wind Beneath our Wings: Rising U.S. Growth Expectations

2023 US GDP Economic Forecast
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While the Labor Market Remains Resilient

US Initial Jobless Claims and Unemployment Rate
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Data as of: DecembéX, 2024




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

US Employees on Nonfarm Payrolls Total SA
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So It's Not Where You Are, It's Where You're Going... Job Growth Slowing

Slower Employment Growth

No. of Persons, million
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Data as of: DecembéX, 2024
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Thisisa Less Hire, Little Fire Labor Market, But That Means Findinga Job is Hard

US Continuing Jobless Claims Creeping Higher
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Source: NewEdge Wealth, Macrobond, Bloomberg U.S. Department of Labor

Data as of: DecembéX, 2024



Sub Question 1: Labor Market

Will slower hiring turn into increased
firings?



Will U.S. Employers Be Singing Jojo or Thelma Houston
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When Does Weak Hiring Turn into Layotts? Ask Small Business Owners

Small Businesses With Poor Sales Usually Means Weaker Jobs Market Ahead

Percent Percent
40 - -1
35 - -10
30 - -9
25 - -8
20 - -7
15 - - 6
10 B J 86

< 4.2

5 -

0- - 3

1990 1995 2000 2005 2010 2015 2020 2025

— U.S. Unemployment Rate, rhs
— NFIB Small Business Economic Trends, Poor Sales As Single Most Important Problem (Advanced 3 months), Ihs
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Data as of: DecembéX, 2024



You Can Also Ask Consumers...

Labor Market Differential and Unemployment Rate (Inverted)

Labor Market Differential= Conference Board Jobs Plentiful - Hard to Get
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[s Inflation Hilary Duft or Jennifer Holliday?
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Sub Question 2: Inflation

Is Inflation vanquished?

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

Wages
Corporate Pricing Power
Rents

Oil
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Quits Suggest Wages Are Unlikely to Be a Source of Inflation

Fewer Workers Quitting Singals Softer Wage Gains Ahead
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And Rents ook Subdued

US Zillow Rent Index All Homes YoY Smoothed Seasonally Adjusted
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And Gasoline Prices Are Falling As Oil Falls

Daily National Average Gasoline Prices Regular Unleaded
per gallon, $
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Data as of: DecembéX, 2024



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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Sub Question 3: The Outlook for the U.S. Consumer
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The Consumer Loves Gainesville's Finest




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

Share of US total consumer spending, by income
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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: DecembéX, 2024



The Well-IKknown K-Shaped Economy

<
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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




Increasing Debt Levels, but Ratios OK For Now Thanks to Strong Incomes

Consumer Revolving Credit Absolute and as a % of Disposable Income
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However, Delinquencies Are Picking Up Despite the Resilient Jobs Market

us _NY Fed Equifax Transition Serious US NY Fed Equifax Transition Serious
Delinquency 90+ for Auto Loans by Age Delinquency 90+ for Credit Card by Age
All All
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Data as of: DecembéX, 2024



Question 2: Policy Impacts

How will policy shape the economic and
market outlook?
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Sub Question: Fed Policy

Will the Fed deliver its planned rate cuts In
20257
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We Want to Sing the Fed Billy Joel
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Broad Based Financial Conditions Not Restrictive

Financial Conditions Still Relatively Easy

Bloomberg US Financial Conditions Index
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Back to 2021 Easy Street Levels

Chicago Fed National Financial Conditions Index
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But the Fed Sees Itself as Restrictive (We Think This is Too Narrow!)

Real Fed Funds Rate (using Core CPI)
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Bond Market Now Pricingin Fewer Cuts

2025 Rate Cut Bets Extended After Soft Jobs Data
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Are There Risks to Cutting Too Much? Ask Soul Asylum

Souwl Ayl Runaway Tram

Data as of: DecembéX, 2024
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“Runaway T'rain, Never Going Back™ 1998 Cuts Fuel Market Fire

NASDAQ and Fed Funds in the Late 1990s
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But I'reasury is Singing Landy Antebellum
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Lower Rates Will Really Help Treasury

U.S. Government Interest Payments
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Sub Question: Washington Policy

How will fiscal and Trump 2.0 policies
Impact economic growth and markets?
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Bessent’s Challenge: Singing Destiny’s Child
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Bills. Bills, Bills

Data as of: DecembéX, 2024
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114

ctivist Treasury Issuance” of Bills, Bills, Bills in a Bessent I'reasury?

Treasury Bills as a % of Total Treasury Debt Outstanding
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And Bessent Doesn’t Have Control Over This...

US Treasury Federal Budget Yearly Total Surplus/Deficit As A Percent of GDP with

Forecasts
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Nor This...

There's Operating Efficieny in Them Thar Hills: Record Production with Fewer Rigs
U.S. Crude Oil Output & Baker Hughes Rig Count
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Tarift Fears Could Cause a Pull-Forward of Demand

65+

60«

55

50

ISM Index

45+

40

35+

NAPMMEWO Index (ISM Manufacturing Report on Business New Orders SA) ISM PMI MFG contrib Monthly 11FEB2017-09DEC2024

| ISM Manufacturing PMI with Components ® New Orders (R1)

B Production (R1)
M Employment (R1)
B Inventories (R1)

W Supplier Deliveries (R1) —0:3 L
M ISM Manufacturing (ls) (L1) 48.4

0.1
-0.6
-0.4 |15
-0.4
=)
o
2
=10 o
=
3
=
0
3
=5 o
s
c
=
o
3
.
:’ -U.0 g
o
1]
D,
-5 2
1)
3
—
ul
=]
o
m-10 g
)
=
=-15

2017 2018 2019 2020 2021 2022 2023

Source: NewEdge Wealth, Bloomberg

Data as of: DecembéX, 2024

Copyright® 2024 Bloomberg Finance L.P.

2024
09-Dec-2024 07:38:20

48 0O



Immigration: Little Slack in the Labor Market for Housing

Housing Related Employment Still At Cycle Highs
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Question 3: Equity and Credit Market Outlook

What will the path of returns be for risk
assets in 20257
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Did you Know that S&P Actually Stands for Salt-N-Pepa in 2024?

Data as of: DecembéX, 2024



WhataTrend, Whata Trend, What a Mighty Good Trend

S&P 500 and RSI
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ButThereis a High Bar into 2025

Stretched Valuations
Stretched Positioning
Stretched Sentiment

Stretched Growth Expectations



We See'T'wo Scenarios for2025

The Talking Heads Market:
A wide, choppy range that goes sideways on
a2@= 0G9< LG , GO@=J =

The Prince Market:
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AL A K emexingintdd@lbubble.




The Talking Heads Market
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The Talking Heads Market: Looks Like 2018?

S&P 500 and RSI in 2018
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The Talking Heads Market: Or Looks Like 2015?

S&P 500 and RSl in 2015
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[t Profit Estimates Level Off, Expect Equity Returns to Level Off

S&P 500 12 Month Forward EPS Estimates
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Watch Margin Forecasts

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 % Revenue Growth YoY % and PPI YoY
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No Rotations in 2024... What Will 'This Look Like in 2025?
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Markets AreTop Heavy Again

Magnificent 7 Absolute (Top) and Relative to the S&P 500 (Bottom)
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