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SECOND QUARTER HIGHLIGHTS

RESULTS WERE MIXED IN FINANCIAL MARKETS, ECONOMIC DATA, AND CENTRAL BANK POLICY DECISIONS

FINANCIAL MARKETS

e Artificial intelligence (Al) related stocks had sizeable price gains driven by robust earnings growth and positive
earnings outlooks. Stocks in other sectors lagged. Therefore, large-capitalization (cap) and growth stock indices
outperformed smaller-cap and value indices in U.S. and foreign markets.

e Government bond yields moved up and down during the quarter but ended higher as sticky inflation data shifted
interest rate forecasts to fewer cuts in 2024.

e The U.S. dollar strengthened as better than expected economic data pointed to high for longer interest rates.

OVERVIEW OF THE ECONOMY

e Earnings reports for the first quarter were better than expected with the majority of companies beating analysts’
forecasts, helped by solid sales growth.

e Certain economic activity in the U.S. has been slowing. Consumer spending, exports, housing starts, and factory
orders weakened. While the labor market has remained strong with the three-month moving average of new
jobs added staying above 240,000 and wage growth still above the inflation rate, some data has started to point
to cooling such as the number of job openings declining back to near pre-pandemic levels and the number of
continuing unemployment claims growing.

¢ Inflation has proven to be sticky due to sharp increases in prices for services, but some goods prices are down.

e Surveys continue to show weak manufacturing activity around the world, although with some improvement,
while services activity remains in expansion.

NOTABLE EVENTS

e The Federal Reserve Open Market Committee (Fed) kept the fed funds rate steady but raised its projection for

the rate at year-end. Other central banks began to cut rates, including the European Central Bank (ECB).
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SECOND QUARTER HIGHLIGHTS

EQUITIES SOLD OFF IN APRIL BUT REBOUNDED WITH U.S. AND EUROPEAN INDICES HITTING RECORD HIGHS
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SECOND QUARTER HIGHLIGHTS

BOND YIELDS WERE VOLATILE AS RATE CUT FORECASTS SHIFTED AND ENDED THE QUARTER SLIGHTLY HIGHER
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SECOND QUARTER HIGHLIGHTS

FED STICKS WITH HIGH FOR LONGER INTEREST RATE BUT OTHER CENTRAL BANKS HAVE STARTED TO CUT RATES

Citing progress on lowering inflation, several central
banks started to ease monetary policy by cutting interest
rates. However, most central banks, including the U.S.
Fed, stated that future rate cuts will be data dependent
and not follow a set schedule. Fed chair Powell has
stated multiple times that the Fed needs to see further
improvement in inflation and especially signs of a weaker
labor market before cutting rates. Therefore, the Fed
raised its projection for the fed funds rate at year-end,
pointing to high for longer rates.

FED FUNDS RATE AND PCE INFLATION
PROJECTIONS3

PERCENT
w

PCE INFLATION

FED FUNDS RATE

m6/30/2024 m3/31/2024

)

VOGEL CONSULTING

BANK ACTION
LEFT RATE UNCHANGED. Now
U.S. FED
SEES ONLY ONE CUT IN 2024.
FIRST RATE CUT IN FOUR YEARS
BANK OF CANADA

IN JUNE.

EUROPEAN CENTRAL BANK

FIRST RATE CUT IN FIVE YEARS
IN JUNE.

RIKSBANK IN SWEDEN

FIRST RATE CUT IN EIGHT YEARS
IN MAY.

BANK 6/30/24 12/31/23
U.S. FED 5.25% - 5.50% 5.25% - 5.50%

BANK OF CANADA 4.75% 5.00%
BANK OF ENGLAND 5.25% 5.25%
BANK OF JAPAN 0% -0.1% -0.1%
BANK OF MEXICO 11.00% 11.25%
EUROPEAN CENTRAL BANK 3.75% 4.00%
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SECOND QUARTER HIGHLIGHTS

ASSET CLASS RETURNS WERE MIXED FOR THE QUARTER

Emerging markets, U.S. large-cap stocks, and MLPs topped the performance charts due mostly to the frenzy surrounding artificial
intelligence while worries about the impact of higher for longer interest rates hurt smaller company stocks. Rising metals prices boosted
the commodity index. U.S. bond returns were modest since yields were volatile as rate cut forecasts shifted.

MARKET RETURNS: SECOND QUARTER 20244
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SECOND QUARTER HIGHLIGHTS

EQUITY SECTORS WITH THE MOST EXPOSURE TO Al OUTPERFORMED BY A WIDE MARGIN

Interest rate sensitive stocks lagged in the high for longer interest rate environment and cyclical sector stocks were out of favor since
investors focused on the growth potential in Al related stocks concentrated in the communications, technology, and energy sectors.
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SECOND QUARTER HIGHLIGHTS

GLOBAL EQUITY RETURNS WERE POSITIVE FOR THE FIRST HALF OF 2024 BUT BONDS LAGGED AS RATES ROSE

Good corporate earnings, surprisingly strong economic data, and Al optimism drove equity markets to record levels, but that strong data
shifted rate cut expectations which pressured most bond sectors along with real estate. Rising oil and precious metals prices boosted the
commodites index.

MARKET RETURNS: FIRST HALF 20244
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MOST EQUITY SECTORS POSTED ROBUST RETURNS FOR THE FIRST HALF OF 2024

SECOND QUARTER HIGHLIGHTS

Certain sectors dominated by Al related companies added to first quarter gains to post strong double-digit returns. However, sectors more
exposed to the impact of high for longer interest rates retreated modestly from the sizeable returns generated in the first quarter.
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INFLATION AND TIMING OF INTEREST RATE CUTS CONTINUE TO BE A MAIN FOCUS FOR INVESTORS

OUTLOOK

e The resilient labor market is still an inflationary force even though there has been some cooling in the number of
new jobs added and wage growth. Therefore, inflation could be sticky. Sticky inflation could mean high for longer
interest rates that could dampen economic activity and increase costs, and therefore pressure corporate earnings.
The impact of sticky inflation and high interest rates is showing in certain economic data, such as lackluster retail
sales, declining manufacturing activity, and housing activity down to the lowest levels since the pandemic
shutdowns. However, service activity remains robust and wage growth above the inflation rate is likely to support
consumer spending. Al spending is driving earnings growth for companies in various industry sectors.

The outlook in Europe and the United Kingdom is mixed with inflation coming down sharply but economic activity on
the weak side, particularly in manufacturing. Those conditions could lead to more interest rate cuts than in the U.S.
China’s economy continues to be constrained by the debt problems in the property sector that are also dampening
consumer sentiment. The impact of prior government stimulus is fading. China’s manufacturing sector is picking up
gradually but growth in the services sector is lackluster.

Markets are likely to continue to be in an environment of each data release creating short-term volatility until there
are more signs of benefits from declining rates of inflation and more clarity on the path of interest rate cuts. The
third quarter is likely to have bouts of additional volatility due to election uncertainty. However, consensus analyst
forecasts continue to point to solid earnings growth in each industry sector. That earnings growth will likely be
necessary to broaden market gains beyond a small number of large-cap Al related stocks.
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OUTLOOK

POSITIVE, BUT MODERATE, ECONOMIC GROWTH EXPECTED THIS YEAR

Economic activity measured by the real gross domestic product growth (GDP) rate has slowed from 2023 due to some weakness in
manufacturing and construction. However, a resilient labor market, including wage growth rates above the inflation rate, is supporting
service activity, a main driver of GDP growth. The latest Fed projection is for 2.1% GDP growth for 2024 and 2.0% growth in 2025.
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OUTLOOK

THE RATE OF INFLATION IS SLOWLY COOLING BUT REMAINS ABOVE THE FED’S TARGET LEVEL

1
Progress in bringing inflation down continues but at a 10 U.S. CONSUMER PRICE INDEX

slow pace as certain components such as insurance, e o
shelter, and labor costs continue to grow at high rates. : .
The Fed raised its projection for the personal % .
consumption expenditures price index growth rate to -
2.6% at year-end and 2.3% at the end of 2025. Other ;Zz 2
economists also expect inflation to remain above the E 0

Fed’s 2% target into 2025. Sticky inflation will likely limit g 2 . . . . . . . .
the number of Fed interest rates cuts which could O RO
pressure consumer and business budgets and spending. SR N P R N

.S, CP| e .S, Core CPI
U.S. CORE PERSONAL CONSUMPTION INDEX! U.S. PRODUCER PRICE INDEX!

o 6 4

& z 3

> =

4

é \ 5 2

‘: O

i .% 0

£, .

¥ 2 O © ¥ ¥ s \3 B S Sl &
o% o\’ N NS N Nl N >\ o N W N »
N & ,\9"?’ & 0,19‘\ q’&v B S S ,\9{: & &u\ '\9,1}

11
VOGEL CONSULTING



OUTLOOK

SOME COVID ERA INFLATION DRIVERS HAVE EASED BUT KEY ITEMS ARE STILL DRIVING CPI HIGHER

Previously, airfare, vehicles, and furniture had sharp price increases due to Covid impacts which helped drive inflation to the highest in
decades. Prices in those categories are now falling helping bring CPIl growth rates down. However, items consumers likely can’t put off
buying like rent, daycare, electricity, and car insurance are still up sharply keeping CPl over the Fed’s target and delaying interest rate cuts.
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OUTLOOK

THE LABOR MARKET IS A KEY TO A FED RATE DECISION

The labor market is still supportive of economic growth U.S. EMPLOYMENTY?
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OUTLOOK

GROWTH IN REAL DISPOSABLE INCOME HAS SLOWED WHICH COULD LIMIT CONSUMER SPENDING

Consumer spending accounts for almost 70% of GDP so consumers’ ability to spend is an important indicator. The slowing trend in
disposable income is one piece of data warning that consumers may be beginning to feel more stretched than last year.

REAL DISPOSABLE INCOME GROWTH®
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SIGNS OF STRESS IN CONSUMER FINANCES CONTINUE TO RISE

OUTLOOK

NEWLY DELINQUENT CREDIT CARD NEWLY DELINQUENT AUTO LOAN BALANCES®
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OUTLOOK

SERVICE ACTIVITY IS IN EXPANSION BUT OTHER DATA IS SHOWING THE IMPACT OF RATE HIKES

U.S. MANUFACTURING & SERVICES PMI1 U.S. RETAIL SALES?
75 8
70 S:.D
65 g 6
w60 5 4
E 55 ﬁ%
§ 50 g 2
T 45 §
40 s 0
& & S S & & £
\?ﬁ '\9\@ 'i"@ '9'@ 'i”\® '»“\@
S S S S S $ S S 9 & ¢
'\?’\Q 'i”\v '1?’\$ M '\,“\Vv
esmmm Manufacturing e Services D DY ’19 v DY
HOUSING STARTS? DURABLE GOoDS ORDERS!3
2,000 o 15
] (L)
w <
g 1,800 E
Z @ 10
g 1,600 5
T £ 1400 5 5
§ é 1,200 L§)
TE 50
S 1,000 S
§ 800 s
A S S A A S S ® S & S
EC & P o S o
D o o o o o o DY o v o

D .

VOGEL CONSULTING



OUTLOOK

ECONOMIC DATA OUTSIDE THE U.S. IS SHOWING SOME IMPROVEMENT

GLOBAL MANUFACUTRING PMI?
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GLOBAL SERVICES PMI1
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OUTLOOK

INDEX VALUE

INDEX VALUE
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TECHNICAL INDICATORS ARE MOSTLY POSITIVE BUT SENTIMENT MAY BE GETTING OVER EXTENDED
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VOGEL TACTICAL RECOMMENDATIONS

FAVOR U.S. OVER FOREIGN EQUITIES. BOND YIELDS ARE ATTRACTIVE. OVERWEIGHT CASH.

ASSET CLASS ACTION COMMENTARY

Solid earnings growth and resilient economic activity support the uptrend in equity
prices but a risk remains that tight monetary conditions from high for longer interest
rates and stretched consumers fuel a slowdown. Valuations high in certain sectors.

Domestic Large-Cap Equity

Domestic Mid-Cap Equity Solid earnings growth and resilient economic activity support the uptrend in equity
prices but pressure on mid-cap valuations continues due to the risks associated with

financing costs and stretched customers from high for longer interest rates.

Domestic Small-Cap Equity Wider than average valuation gap with large-cap stocks. Signs of slowing growth or

delayed rate cuts could mean wider price swings for small-cap than large-caps.

International Developed Equity Inflation is slowing so rate cuts have begun. Valuation discount to U.S. stocks.
UNDERWEIGHT Concerns remain about weakness in exports and manufacturing. A stronger U.S. dollar
could be a headwind to returns to U.S. investors.

International Emerging Market Equity Valuations are attractive and rate cycles have peaked with certain countries cutting
rates. However, growth outlooks are mixed by country with technology centric
economies set for stronger growth. A weak Chinese economy continues to be a risk. A
firmer dollar could lower returns for U.S. investors.

UNDERWEIGHT

Fixed Income Yields are the highest in several years so are a source of income and diversification.

Could be some price appreciation if the Fed cuts rates.

Hedge Strategies The flexibility to position for various risk scenarios can provide return opportunities,

URIBERGEET but rapid and sharp market swings can be challenging for some strategies.

Real Assets Certain sectors seeing high demand driving prices up. High dividend yields offer
inflation protection. The potential for declining interest rates and low valuations make

certain real estate assets attractive.

Cash Yields are attractive and likely to remain so given the Fed policy of high for longer

interest rates.
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DISCLOSURES

Important Disclosures:

This report is being provided to you for your review and consideration and does
not constitute a recommendation to purchase, sell or hold any security, and
should not be construed as investment advice. Past financial performance is no
guarantee of future results.

The statistical information contained in this report was derived from sources
that Vogel Consulting LLC (Vogel) believes are reliable, and such information
has not been independently verified by Vogel. The information contained in
this report represents the opinion of the author(s) as of its date and is subject
to change at any time due to market or economic conditions.

Russell Investment Group is the source and owner of the trademarks, service
marks and copyrights related to the Russell Indexes. Russell® is a trademark of
the Russell Investment Group.

Sources: Number below corresponds to the superscript notation in chart titles
and text blocks

Sources:

1. Telemet America, Inc.

2. Daily Treasury Yield Curve Rates, retrieved from U.S. Department of
Treasury; https://www.treasury.gov/resource-center/data-chart-
center/interest-rates/Pages/TextView.aspx?data=yield, June 28, 2024.

3. Projection materials retrieved from
https://www.federalreserve.gov/monetarypolicy.htm.

4. Advent Software, Inc.

5. Atlantafed.org/chcs/GDPNOW.

6. U.S. Bureau of Labor Statistics, Consumer Price Index for All Urban
Consumers (CPI-U): U. S. city average, by expenditure category

7. U.S. Bureau of Labor Statistics, Unemployment Level [UNEMPLOY],
retrieved from FRED, Federal Reserve Bank of St. Louis;
https://fred.stlouisfed.org/series/UNEMPLQY, June 17, 2024
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14.

U.S. Bureau of Economic Analysis, Real Disposable Personal Income
[DSPIC96], retrieved from FRED, Federal Reserve Bank of St. Louis;
https://fred.stlouisfed.org/series/DSPIC96, June 28, 2024.

New York Fed Consumer Credit Panel/Equifax.

U.S. Bureau of Economic Analysis, Personal Interest Payments
[BO69RC1Q027SBEA], retrieved from FRED, Federal Reserve Bank of St.
Louis; https://fred.stlouisfed.org/series/BO69RC1Q027SBEA, June 28,
2024.

Board of Governors of the Federal Reserve System (US), Finance Rate
on Consumer Installment Loans at Commercial Banks, New Autos 60
Month Loan [RIFLPBCIANM60NM], retrieved from FRED, Federal
Reserve Bank of St. Louis;
https://fred.stlouisfed.org/series/RIFLPBCIANM60NM, June 27, 2024.
Board of Governors of the Federal Reserve System (US), Commercial
Bank Interest Rate on Credit Card Plans, All Accounts
[TERMCBCCALLNS], retrieved from FRED, Federal Reserve Bank of St.
Louis; https://fred.stlouisfed.org/series/TERMCBCCALLNS, June 27,
2024.

U.S. Census Bureau, Manufacturers' New Orders: Durable Goods
[DGORDER], retrieved from FRED, Federal Reserve Bank of St. Louis;
https://fred.stlouisfed.org/series/DGORDER, July 3, 2024.
https://www.ons.gov.uk/economy/inflationandpriceindices/timeserie
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