QUARTERLY MARKET REPORT

FOURTH QUARTER 2024

VOGEL CONSULTING

Your FamiLy Orrice®
WWW.VOGELCG.COM

VOGEL CONSULTING, LICENSED INVESTMENT ADVISORS, 3415 GATEWAY ROAD, BROOKFIELD, WI 53045-5111



FOURTH QUARTER HIGHLIGHTS

ELECTION RESULTS, MIXED ECONOMIC GROWTH, INFLATION, AND RATE CUTS LED TO VOLATILE MARKETS

FINANCIAL MARKETS
e Equity markets were volatile and ended the quarter with mixed returns. Despite a post-election surge in
November, U.S. equities were pressured by hawkish Federal Reserve (Fed) comments and economic concerns
weighed on various foreign markets. Artificial intelligence (Al) related stocks were the performance leaders.
e Bond yields rose and prices fell as central banks became more cautious on further rate cuts, due to sticky
inflation, which hurt interest rate sensitive sectors.
e The U.S. dollar moved higher as the interest rate differential and growth outlook between the U.S. and other
countries widened.
OVERVIEW OF THE ECONOMY
e Earnings reports for the third quarter were better than expected with the majority of companies beating analysts
forecasts, helped by solid sales growth and high margins. U.S. gross domestic product (GDP) growth of 3.1%
outpaced other economies such as the Eurozone which had GDP growth of 0.4%.
e The U.S. labor market is mixed. Both the number of layoffs and the number of job openings are trending lower.
It is taking longer for the unemployed to find a job. However, the unemployment rate has been relatively steady
at just over 4% and wage growth increased for the last three months at well over the rate of inflation.
e Inflation ticked higher in the U.S., Europe, and Japan. The U.S. consumer price index (CPI) rose for three

’

consecutive months.
e Surveys still show weak manufacturing activity around the world while services activity remains in expansion.

NOTABLE EVENTS
e The Fed cut the fed funds rate by a quarter of a percentage point twice but shifted its forecast to fewer cuts in

2025. Several other central banks also cut rates again.
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FOURTH QUARTER HIGHLIGHTS

THE GLOBAL CENTRAL BANK EASING CYCLE CONTINUED EVEN THOUGH INFLATION TICKED HIGHER

FEDERAL FUNDS TARGET RATE?!
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FOURTH QUARTER HIGHLIGHTS

YIELDS ON ALL BUT THE SHORTEST MATURITY BONDS ROSE SHARPLY ON STICKY INFLATION AND A HAWKISH FED

The Fed cut interest rates twice during the quarter and yields on the shortest maturity bonds fell. However, yields for bonds with a maturity
of over two years rose markedly on the shift to a “higher for longer” outlook. In reaction to inflation rates stalling above its target with
economic growth data mostly holding up, the Fed raised its estimate for the fed funds rate in 2025 and 2026 meaning fewer cuts coming.
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FOURTH QUARTER HIGHLIGHTS

THE S&P 500 INDEX HAD A STRONG YEAR SETTING MULTIPLE RECORD HIGHS AND AVOIDING A CORRECTION

Solid economic growth, good corporate earnings, the Al frenzy, declining inflation rates, and interest rate cuts drove equity prices, particularly large-cap
stock prices, higher throughout the year. There were a few brief pullbacks on some disappointing news, but the S&P 500 ended the year without

experiencing a drop of 10% or more (a correction), which is unusual.
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SURGE DUE TO OPTIMIsM 2/ TH RECORD

FOR PRO-BUSINESS HIGH IN 2024

, ON 12/6
POLICIES AFTER TRUMP’S ‘
ELECTION WIN

GAINS IN REACTION
TO THE FED'S FIRST
RATE CUT SINCE THE
PANDEMIC

5-MONTH RUN OF GAINS ENDED.
DISAPPOINTING EARNINGS FROM BIG
TECHNOLOGY STOCKS PLAYED A PART
IN THE DOWNTURN.

!

DOWN 9% FROM JULY PEAK ON 8/5 IN
REACTION TO WEAK LABOR AND
MANUFACTURING DATA ALONG WITH THE
UNWINDING OF YEN CARRY TRADES AFTER
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FOURTH QUARTER HIGHLIGHTS

BITCOIN SURGED TO OVER THE $100,000 MARK ON HOPES FOR EASIER REGULATION

The price of bitcoin surged to record highs after Trump, who promised a national stockpile of bitcoin, won the election and nominated pro-
crypto Paul Atkins to the Securities and Exchange Commission. Investors expect a more favorable regulatory climate and growing demand
for the crytocurrency from individuals and institutions. However, the price retreated along with stock prices in late December.
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FOURTH QUARTER HIGHLIGHTS

ELECTION RESULTS, STICKY INFLATION, AND FEWER RATE CUTS AHEAD LED TO MIXED QUARTERLY RESULTS

U. S. equities posted gains even though the post-election, pro-growth optimism surge in prices reversed when the Fed scaled back its
forecast for interest rate cuts. Prices for bonds and interest rate sensitive sectors such as REITs fell sharply on the dampend outlook for rate
cuts. Concerns about weak macroeconomic conditions and worries about the impact of possible U.S. tariffs hurt non-U.S. equity prices.

MARKET RETURNS: FOURTH QUARTER 20244
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FOURTH QUARTER HIGHLIGHTS

EQUITY SECTOR RETURNS VARIED WIDELY IN THE QUARTER ON MACRO CONDITIONS AND ELECTION RESULTS

The consumer discretionary sector was the performance leader helped by resilient consumer spending and a surge in the price of Tesla.
The communications sector was also a top performer boosted by strong ad revenue growth. Uncertainty about changes to the regulatory
climate for healthcare in the Trump administration hurt stocks in that sector. The materials sector was the laggard due to weak demand.
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FOURTH QUARTER HIGHLIGHTS

2024 WAS A STRONG YEAR FOR INVESTORS WITH MOST ASSET CLASSES POSTING POSITIVE RETURNS

Equity markets provided solid returns with the U.S. market leading. Strong corporate profits, interest rate cut optimism, and Al enthusiasm
were key drivers of equity gains. Non-U.S. returns were lower due to the strengthening dollar. Bonds were volatile as rate expectations
shifted but posted modest gains. REITs rose as interest rates fell. MLPs rose due to strong cash flows amid high demand.

MARKET RETURNS: 20244
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FOURTH QUARTER HIGHLIGHTS

MOST EQUITY MARKET SECTORS POSTED DOUBLE-DIGIT GAINS IN 2024

The sectors related to the Al frenzy including technology, communications, and utilities were performance leaders in 2024. The healthy
labor market boosted the consumer sectors. The financials sector was boosted by better fundamentals and expectations for less regulation.
Materials and energy were laggards due to weak demand. Healthcare also underperformed hurt by rising costs in the industry.
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FOURTH QUARTER HIGHLIGHTS

U.S. EQUITIES AND MLPS POSTED DOUBLE-DIGIT GAINS IN FOUR OF LAST FIVE YEARS

U.S. LARGE-CAP STOCKS 18.1% 28.7% -18.1% 26.3% 25.0%

U.5. SMALL-CAP STOCKS 20.0% 14.8% -20.4% 16.9% 11.5%
FOREIGN STOCKS 7.8% 11.3% -14.5% 18.2% 3.8%

EMERGING MARKET (EM) STOCKS 18.3% -2.5% -20.1% 9.8% 7.5%
U.S. BONDS 7.5% -1.5% -13.0% 5.5% 1.3%
COMMODITIES -3.1% 27.1% 16.1% -7.9% 5.4%

REITS -7.5% 43.1% -24.5% 13.7% 8.8%

HEDGE FUNDS 6.3% 8.2% 1.1% 5.8% 0.8%

MASTER LIMITED PARTHERSHIPS (MLPs) -28.7% 40.2% 30.9% 26.6% 24.4%

)
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OUTLOOK

INFLATION, LABOR MARKETS, AND FED POLICY ARE STILL THE MAIN FOCUS FOR INVESTORS

e |tis unlikely the U.S. will experience a recession in the near term which should support corporate earnings growth.

o The manufacturing sector is still in contraction. However, the services sector, which is the largest part of the
economy, continues to grow fueled by consumer spending which is supported by a solid labor market.

o Forecasts point to continued growth in the broad U.S. economy. The Atlanta Fed GDPNow forecast is showing
GDP growth of about 2.5%. Innovations and increased productivity, especially from Al, are expected to be a
key driver of growth. However, strong economic data is driving bond yields higher and is likely to slow the
pace of any further Fed rate cuts. Therefore, there is a risk that impacts from high interest rates will work
through the economy and could cause a deeper slowdown than consensus forecasts currently point to.

o Inflation and employment data will continue to be key indicators for clues to the path of interest rates.

e The outlook in Europe and the United Kingdom is mixed with inflation down but economic activity on the weak side,
particularly in manufacturing. Those conditions could lead to more interest rate cuts than in the U.S.

e China’s economy continues to be constrained by debt problems in the property sector and dampened consumer
sentiment. The recent more aggressive stimulus moves could be a positive for global growth if the moves spur
consumer spending, lending, and refinancing activity in China.

e Valuations across financial markets are not cheap after the gains of 2024. The S&P 500 was trading at year-end at
about 22 times projected earnings, which is above the 10-year average. High valuations increase the risk of bouts of
volatility if earnings reports, central bank comments, or economic data disappoint market participants.

e Geopolitical events could be a source of volatility. At the top of the list is uncertainty about the impact to the U.S.
and trading partners from changes to U.S. tax and trade policy and regulation. Trump will need Congressional
support to enact many of his policy goals making the timing and final details of policy changes uncertain.

)
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OUTLOOK

LABOR MARKET SEEN AS KEY TO U.S. INTEREST RATE POLICY

U.S. UNEMPLOYMENT RATE!

The strong labor market has been a key driver of the 16
resilient economic activity during the Fed'’s fight against 14
inflation with high interest rates. Recently, labor data 12
has started to show some cracks, such as an uptick in the 10
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OUTLOOK

INFLATION WILL STILL BE AN ISSUE TO WATCH IN 2025 FOR IMPACTS ON EARNINGS AND FED POLICY

The rate of inflation has stalled above the Fed’s target due to persistent increases for essential services. Tight labor markets could keep
pressure on services prices. New tariffs could fuel inflation for goods as the added expense is passed on to consumers or by causing
disruptions to supply chains. For now, the impact of tariffs is highly uncertain as to timing, amounts, and what goods may be targeted.
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OUTLOOK

INTEREST RATES LOOK TO BE HIGHER FOR LONGER IN 2025 THAN PREVIOUSLY FORECASTED

The Fed raised its projections for inflation and interest rates in 2025 and 2026 at its December meeting. Higher interest rates than forecast
just weeks ago may prove to be a headwind for corporate earnings and stock prices in 2025 if not offset by stronger economic activity from
improved sentiment or stimulus actions such as tax cuts.

FED FUNDS RATE AND CORE PCE INFLATION PROJECTIONS®
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OUTLOOK

ECONOMIC DATA OUTSIDE U.S. IS MIXED

Manufacturing activity remains weak in much of the GLOBAL MANUFACUTRING PMI*
world with India the main exception. Improvement in
2025 is uncertain due to the impacts of continuing

weak demand from China and the potential impacts of 55

changes to U.S. tariff and trade policy. However, tariffs g 0
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OUTLOOK

DOLLAR IS LIKELY TO BE STRONG WHICH IS A HEADWIND TO EXPORTS AND NON-U.S. ASSET RETURNS

The gap between bond yields in the U.S. and several U.S. AND INTERNATIONAL 10-YEAR
key trading partners is wide due to stronger U.S. GOVERNMENT BOND YIELDSL3
economic growth and monetary policy differences.
Trump’s America First policies of boosting U.S.
manufacturing, deregulation, and increasing tariffs
could spur economic growth and/or inflation that could
keep U.S. interest rates higher for longer which would
support the value of the dollar. A strong dollar makes
U.S. exports more expensive, hurts earnings of U.S.
companies with significant international exposure, and
reduces returns from non-U.S. investments.
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OUTLOOK

MARKET CAP SECTOR RETURN DIFFERENTIALS ARE LIKELY TO NARROW IN 2025

Performance broadened in the second half of 2024 and is set to continue. Easing interest rates, less restrictive regulatory conditions, less
inflationary pressure, increasing signs of the benefits of Al across the economy, and America First policies are expected to help drive
earnings growth and improve outlooks for sectors beyond the mega cap technology stocks that led the market in 2023 and early 2024.

S&P 500 15.3% 8.4%

MiD-CAP INDEX 4.9% 9.9%
SMALL-CAP INDEX 1.7% 9.6%

MAG 7 ETF 35.5% 21.6%

EQUAL WEIGHT S&P 500 INDEX 5.0% 7.5%
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OUTLOOK

A KEY GAUGE OF “FEAR” IN THE EQUITY MARKET IS AT A MODERATE LEVEL BUT IS TRENDING HIGHER

The VIX index measures the market’s expectation of near term volatility determined by stock index option prices. The index is essentially
neutral compared to its 50-day moving average but the index is trending up indicating investors may be becoming increasingly uncertain.
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OUTLOOK

INDEX VALUE
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TECHNICAL MARKET INDICATORS ARE MIXED WITH SENTIMENT NEUTRAL BUT TRENDS WEAKENING
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INDEX VALUE

INDEX VALUE
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VOGEL TACTICAL RECOMMENDATIONS

FAVOR U.S. OVER FOREIGN EQUITIES. OVERWEIGHT CASH.

ASSET CLASS ACTION

Domestic Large-Cap Equity

Domestic Mid-Cap Equity

Domestic Small-Cap Equity

International Developed Equity
UNDERWEIGHT

International Emerging Market Equity
UNDERWEIGHT

Fixed Income

Hedge Strategies UNDERWEIGHT
- -
cash
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COMMENTARY

Earnings growth and resilient economic activity are likely to support equity prices but
there is a risk that sticky inflation, higher for longer interest rates, stretched
consumers, or new trade policy impacts fuel a slowdown. Valuations are high.

Earnings growth and resilient economic activity are likely to support equity prices but
there is a risk that sticky inflation, higher for longer interest rates, stretched
consumers, or new trade policy impacts fuel a slowdown. Valuations are high.

Deregulation moves, a pick-up in acquisition activity, and a resilient economy could
provide a boost to small-cap prices.

Inflation is slowing so rate cuts are likely since concerns remain about weakness in
exports and manufacturing. A stronger dollar and potential U.S. trade policy moves
could be a headwind.

Growth outlooks are mixed by country with India and technology centric economies
set for stronger growth but valuations are high in higher growth regions. Stimulus
measures have not resolved structural issues in China but more are expected.

The highest yields in years are a source of income and diversification. Fundamentals
are still solid so default risk for corporate and structured product bonds is low, but
valuations are high.

The flexibility to position for various risk scenarios can provide return opportunities,
but rapid and sharp market swings can be challenging for some strategies.

High income potential for real estate assets is attractive. Demand is driving prices for
precious metals but valuations are high. Stimulus moves in China along with Al and
decarbonization buildout have potential to lift demand for industrial commodities.

Yields are off peaks but still attractive. Cash still provides a hedge against macro risks.
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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. https://www.ons.gov.uk/economy/inflationandpriceindices/timeserie
s/1550/mm23

3. 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, January 3,
2024.

4. Advent Software, Inc.

5. U.S. Bureau of Labor Statistics, Consumer Price Index for All Urban

Consumers (CPI-U): U. S. city average, by expenditure category

6. Projection materials retrieved from
https://www.federalreserve.gov/monetarypolicy.htm.
7. https://www.oecd.org/en/data/indicators/real-gdp-forecast.html
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