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Can the Post-Election Rally Last to the End of the Year?

At the outset of 2024, most large banks were forecasting the S&P
500 Index to finish around 5,200, which would have implied a
roughly 10% gain for the year. U.S. stocks had different plans.

Bolstered by stronger-than-appreciated U.S. consumer spending,
steady economic and earnings growth, declining inflation, and the
Federal Reserve’s pivot to looser monetary policy, U.S. stocks have
delivered a rally over double the magnitude of most expectations.!

The U.S. presidential election seems to have catalyzed the
momentum. In the week following the election, the S&P 500 Index
jumped +4.7% — the strongest week since October 2022. I've argued
before that the ‘removal of uncertainty’ was a key driver of this
short-term market strength, but | also think it’s fair to say the market
was pricing-in hopes for lower taxes and lighter regulation, both of
which could promote growth.

The question for investors is, can this post-election rally continue
through the end of the year?

| think it can.
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The first factor I'd consider is seasonal. Looking back to 1950, December ranks as the second-best
performance month for the S&P 500, with an average gain of 1.3%. But December is also the most
consistently positive month, with the highest frequency of advances of any month with the lowest
volatility (based on data since 1950). On average, gains have been broad-based, but small- and mid-

caps have tended to outperform historically.

Strong gains leading up to December have also ushered in a strong close to the year. In the last ten
instances when the S&P 500 Index entered December up more than +20%, the final month saw an
average gain of +2.4%. In this historical context, strong gains beget more strong gains.
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| also think the market could keep pricing-in major policy shifts as the new administration’s agenda
comes into clearer focus. The prospect of sizable fiscal stimulus (tax cuts) into an economy that’s
already growing roughly 2.5% to 3% could be a significant catalyst to growth, and it could also mean
adding to an already historically large U.S. fiscal deficit. In my view, this could put upward pressure on
long-duration U.S. Treasuries, which could finally un-invert and eventually steepen the yield curve (Fed
rate cuts would also help). A steeper yield curve would arguably help Financials while also having the
potential to stimulate more lending, an economic positive.

The Yield Curve Could Steepen with Further Fed Cuts and Rising Long-Duration Treasury Yields
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Finally, no commentary about the potential for more stock market appreciation would be complete
without talking about earnings.?

For the third quarter, total earnings for the S&P 500 index are expected to be up +8.1% from the same
period last year on +5.7% higher revenues. If we exclude the volatile Energy sector, whose Q3 earnings
were down -22.9% from the same period last year on -2.7% lower revenues, then earnings would have
been up +10.6% on +6.3% higher revenues. This level of solid earnings growth has been present
throughout 2024, and as seen on the chart below, is expected to accelerate in the new year:

Quarterly Earnings and Revenue Growth (YoY)
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A final point to make on earnings is that unlike the unusually high magnitude of estimate cuts we had
seen ahead of the Q3 earnings season, estimates for Q4 are holding up a lot better, as the chart below
shows. Heading into the final stretch, companies are feeling more confident about sales and earnings
than they were previously.

Evolution of 2024 Q4 Earnings Growth Estimates
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BOTTOM LINE FOR INVESTORS

| want to be clear that while | think stocks can continue to rally into the end of the year and early next,
based on the factors laid out above, | am not suggesting they will rally. No one can truly predict what
stocks will do in the short term, and downside volatility and/or a correction can occur at any time and for
any reason.

Thinking further ahead, | do think economic fundamentals remain supportive of higher equity prices, and
earnings and economic growth could benefit from lower taxes and looser regulation. In other words, the
ingredients for more equity market gains are present, it’s just a matter of whether the realities of those
policies and growth will meet and/or exceed expectations. For now, | think they can.

The risks I see in the market today go the other way, i.e., the risk of economic overheating. Major tax cuts
and efforts to deregulate in an otherwise strong economy could cause an acceleration of investment and
activity, which could in turn tip investor sentiment into the realm of too optimistic. These are all just
possibilities, however—we need to see actual policy before making any forecasts or projections. And we’re
not there yet.

1Black Rock. November 20, 2024. https://www.blackrock.com/us/individual/insights/election-rally
2Fred Economic Data. December 3, 2024. https://fred.stlouisfed.org/seriesBeta/T10Y3M#
3Zacks.com. November 22, 2024. https://www.zacks.com/commentary/2374310/taking-stock-of-the-earnings-picture
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e« The U.S. economy shows
exceptional growth

« China escalates trade
tensions

e October labor report
reveals mixed signals

Productivity Growth in the U.S. Sees
Steady Increase

Job growth has slowed in the U.S. over the past
several months, while economic growth has
picked up. A key feature explaining how this
divergence is possible is rising productivity. In
2024, quarterly productivity has grown by at least
2% year-over-year, with productivity gains
notched over the past five quarters. As seen in
the chart below, the steady gains in productivity
are consistently higher than what’s been
experienced in the previous decade, excluding the
immediate post-pandemic rebound—when low
productivity jobs like food service were slow to
come back online.
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The productivity gains in the U.S. are notable for
their contrast to other developed economies like

Europe and Canada, where productivity has
grown by less than 1% on average over the last
decade. Productivity gains are crucial for driving
healthy long-run economic growth, because the
productive capacity of the economy can expand
without too much overheating in the labor
market. By some accounts, rising productivity in
the U.S. has happened out of necessity, as
companies face a tight talent pool and have
turned to other measures—like investment in
technology—to get more productive output out
of each worker.

China Bans the Export of Rare Earth
Metals to the U.S.

Many investors and market watchers were
alarmed this week when China announced it was
outright banning the export of rare earth metals
gallium, germanium, antimony, and superhard
materials to the U.S. These metals are essential
components of semiconductors, satellites, night-
vision goggles, and other high-tech, often military
applications. China is the world’s top supplier of
these metals, which had some investors
concerned about short- and long-term
implications. But a closer look at the issue reveals
some key insights. For one, the U.S. has not
imported any gallium and germanium in 2024,
and the business community has indicated that
ample supplies exist in inventory, with alternative
sources available to explore as well. China’s move
appears to be more posturing than anything else,
in response to the Biden Administration’s decision
to place more export controls on high-bandwidth
memory chips.?
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What the Latest U.S. Jobs Report Tells Us
About Potential Fed Policy

The Labor Department delivered the latest JOLTS
(Job Openings and Labor Turnover Survey) report
last week, which showed further loosening in the
labor market. Job openings increased by 372,000
from September, bringing the total for October to
7.74 million. A higher level of job openings tends
to ease pressure on wage growth, which can
factor as a positive for inflation data. The ratio of
job openings as a percent of the total labor force
increased from 4.4% to 4.6%. All told, there is
about one open job for every unemployed
American, which as seen on the chart below is a
balance last achieved in 2018.3

Job Openings (blue line) and Unemployment
Level, Persons (green dotted line)
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In our view, this data points to a normalization in
the labor market, which reinforces the idea that

the Fed can focus almost universally on inflation

data in determining the path of rates.

Mitch on the Markets Weekly Client Commentary | December 5, 2024
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1 Wall Street Journal. December 5, 2024. https://www.wsj.com/economy/u-s-economy-is-doing-what-few-others-are-
getting-more-productive-4c2116f5?mod=economy lead story

2Yahoo Finance. December 3, 2024. https://www.yahoo.com/news/china-targets-critical-metals-tit-102821740.html|

3CNBC. November 3, 2024. https://www.cnbc.com/2024/12/03/job-openings-jumped-and-hiring-slumped-in-october-key-
labor-report-for-the-fed-shows.html

4Fred Economic Data. December 3, 2024.
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Past performance is no guarantee of future results. Inherent in any investment is the potential for loss.

Zacks Investment Management, Inc. is a wholly-owned subsidiary of Zacks Investment Research. Zacks Investment Management is an
independent Registered Investment Advisory firm and acts as an investment manager for individuals and institutions. Zacks Investment
Research is a provider of earnings data and other financial data to institutions and to individuals.

This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax
advice, or a recommendation to buy, sell or hold a security. Do not act or rely upon the information and advice given in this publication
without seeking the services of competent and professional legal, tax, or accounting counsel. Publication and distribution of this article
is not intended to create, and the information contained herein does not constitute, an attorney-client relationship. No
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. It should not be
assumed that any investments in securities, companies, sectors or markets identified and described were or will be profitable. All
information is current as of the date of herein and is subject to change without notice. Any views or opinions expressed may not reflect
those of the firm as a whole.

Any projections, targets, or estimates in this report are forward looking statements and are based on the firm’s research, analysis, and
assumptions. Due to rapidly changing market conditions and the complexity of investment decisions, supplemental information and
other sources may be required to make informed investment decisions based on your individual investment objectives and suitability
specifications. All expressions of opinions are subject to change without notice. Clients should seek financial advice regarding the
appropriateness of investing in any security or investment strategy discussed in this presentation.

Certain economic and market information contained herein has been obtained from published sources prepared by other parties. Zacks
Investment Management does not assume any responsibility for the accuracy or completeness of such information. Further, no third
party has assumed responsibility for independently verifying the information contained herein and accordingly no such persons make
any representations with respect to the accuracy, completeness or reasonableness of the information provided herein. Unless otherwise
indicated, market analysis and conclusions are based upon opinions or assumptions that Zacks Investment Management considers to
be reasonable.

Any investment inherently involves a high degree of risk, beyond any specific risks discussed herein.

It is not possible to invest directly in an index. Investors pursuing a strategy similar to an index may experience higher or lower returns,
which will be reduced by fees and expenses.

The ICE U.S. Dollar Index measures the value of the U.S. Dollar against a basket of currencies of the top six trading partners of the United
States, as measured in 1973: the Euro zone, Japan, the United Kingdom, Canada, Sweden, and Switzerland. An investor cannot directly
invest in an index. The volatility of the benchmark may be materially different from the individual performance obtained by a specific
investor.

Zacks Investment Management, Inc. is a wholly-owned subsidiary of Zacks Investment Research. Zacks Investment Management is an
independent Registered Investment Advisory firm that acts as an investment manager for individuals and institutions. Zacks Investment
Research is a provider of earnings data and other financial data to institutions and to individuals.

This material is being provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax
advice, or a recommendation to buy, sell or hold a security. Do not act or rely upon the information and advice given in this publication
without seeking the services of competent and professional legal, tax, or accounting counsel. Publication and distribution of this article
is not intended to create, and the information contained herein does not constitute, an attorney-client relationship. No
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. It should not be
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appropriateness of investing in any security or investment strategy discussed in this presentation.

Certain economic and market information contained herein has been obtained from published sources prepared by other parties. Zacks
Investment Management does not assume any responsibility for the accuracy or completeness of such information. Further, no third
party has assumed responsibility for independently verifying the information contained herein and accordingly no such persons make
any representations with respect to the accuracy, completeness or reasonableness of the information provided herein. Unless otherwise
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The S&P 500 Index is a well-known, unmanaged index of the prices of 500 large-company common stocks, mainly blue-chip stocks,
selected by Standard & Poor’s. The S&P 500 Index assumes reinvestment of dividends but does not reflect advisory fees. The volatility
of the benchmark may be materially different from the individual performance obtained by a specific investor. An investor cannot invest
directly in an index.

The Russell 1000 Growth Index is a well-known, unmanaged index of the prices of 1000 large-company growth common stocks selected
by Russell. The Russell 1000 Growth Index assumes reinvestment of dividends but does not reflect advisory fees. An investor cannot
invest directly in an index. The volatility of the benchmark may be materially different from the individual performance obtained by a
specific investor.

Nasdaq Composite Index is the market capitalization-weighted index of over 3,300 common equities listed on the Nasdaq stock
exchange. The types of securities in the index include American depositary receipts, common stocks, real estate investment trusts (REITs)
and tracking stocks, as well as limited partnership interests. The index includes all Nasdaq-listed stocks that are not derivatives,
preferred shares, funds, exchange-traded funds (ETFs) or debenture securities. An investor cannot invest directly in an index. The
volatility of the benchmark may be materially different from the individual performance obtained by a specific investor.
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NASDAQ or the New York Stock Exchange (NYSE). The 30 publicly-owned companies are considered leaders in the United States
economy. An investor cannot directly invest in an index. The volatility of the benchmark may be materially different from the individual
performance obtained by a specific investor.

The Bloomberg Global Aggregate Index is a flagship measure of global investment grade debt from twenty-four local currency markets.
This multi-currency benchmarkincludes treasury, government-related, corporate and securitized fixed-rate bonds from both developed
and emerging markets issuers. An investor cannot invest directly in an index. The volatility of the benchmark may be materially different
from the individual performance obtained by a specific investor.

The ICE Exchange-Listed Fixed & Adjustable Rate Preferred Securities Index is a modified market capitalization weighted index
composed of preferred stock and securities that are functionally equivalent to preferred stock including, but not limited to, depositary
preferred securities, perpetual subordinated debt and certain securities issued by banks and other financial institutions that are
eligible for capital treatment with respect to such instruments akin to that received for issuance of straight preferred stock. An investor
cannot invest directly in an index. The volatility of the benchmark may be materially different from the individual performance
obtained by a specific investor.

. Zacks Investment Management
Z aC S 10 S. Riverside Plaza, Suite 1600, Chicago, IL 60606-3830

INVESTMENT MANAGEMENT WWW.ZaCkSlm.COm



