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Last week, my team and | released our outlook report, Outlook 2024: Embracing Change. While you
can read the full report or watch the video summary or client webinar replay, in this week’s Sight|Lines,
we share a summary of our economic and market outlook for the coming year.

THE TAKEAWAY: WE HAVE A MODESTLY POSITIVE VIEW FOR 2024 DESPITE
CHANGES

While our full report, Outlook 2024: Embracing Change, contains several articles, we share our views
for the coming year in the article also titled Outlook 2024: Embracing Change. In summary:
e \We see changes in numerous areas in 2024, like further adoption of artificial intelligence (Al).
e We expect U.S. economic growth to slow but remain modestly positive.

e We believe core Personal Consumption Expenditure (PCE) inflation will fall close to the Federal
Reserve (Fed)’s 2% target by the end of 2024.

e We expect the Fed to keep rates steady to start, then begin cutting rates up to 0.75% later in the
year.

e We see consensus earnings growth forecasts for the S&P 500 as too optimistic and have set an
index target of 5,000 for year end.

e \We anticipate daily stock market volatility to rise to levels just above long-term averages.

e Afterrising to about 5% in the fourth quarter, we expect the 10-year Treasury yield to be range-
bound between 3.75%-4.25% through the year, and corporate spreads remaining under control.

IN-DEPTH: OUR 2024 OUTLOOK IS MODESTLY POSITIVE, AND WE ANTICIPATE
CHANGES IN FED POLICY, INFLATION, ECONOMIC GROWTH, AND MARKET RESULTS

In the wake of an unexpectedly strong economy and stock market in 2023, we’re expecting changes in
2024, including a slower economy and more muted market returns. Going deeper:

e \We see numerous changes in 2024, like:
o Expanded use of Al, positively impacting productivity.
o Anincreased focus on new supply chain and infrastructure investments globally.

MARKET

SIGHTLINES



https://www.stifel.com/Newsletters/AdGraphics/InSight/Outlook/2024/Outlook2024.pdf
https://vimeo.com/899227370
https://vimeo.com/900141381/3680a729d7
https://omny.fm/shows/stifel-sightlines/spotlight-number-2-outlook-2024-embracing-change
https://vimeo.com/stifel/sightlines011224

@)

@)

A greater focus on Fiscal Transition, given increased debt and interest rates.
Increasing geopolitical tensions, driven in part by a global election supercycle.

e Qurforecasts for 2024 indicate a slower economy and more muted market returns:

@)

@)

@)

We expect core PCE inflation to hit 2.00%-2.25% (4Q/4Q).
We anticipate GDP growth of 0.0%-1.0%.

We expect the Fed to cut rates 0.75% later in the year, bringing the fed funds target rate
range to 4.50%-4.75%.

Our year-end S&P 500 target of 5,000 translates to a total return of 6.3%.

We see the 10-year Treasury yield as range-bound between 3.75%-4.25% through the
year.

We expect to issue 25 Market Pulse publications this year, one for each day the S&P 500
moves down or up 2% or more.

CONCLUSION

Last week, my team and | released our outlook report, Outlook 2024: Embracing Change. You can
read the full report or watch the video summary or client webinar replay. In the wake of better-than-
expected economic and market results in 2023, our economic and market outlook is more muted but
modestly positive for 2024.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors. There is no guarantee that the
figures or opinions forecasted in this report will be realized or achieved. Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times,
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee
of future results. Indices are unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated with international
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility
than investing in more developed countries. Due to their narrow focus, sector-based investments typically exhibit greater volatility. Small company stocks
are typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies. Property values can
fall due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies. When
investing in bonds, it is important to note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 index is a capitalization-weighted index
that is generally considered representative of the U.S. large capitalization market. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30
significant stocks traded on the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE
index (Europe, Australasia, and the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance
of developed markets, excluding the U.S. and Canada. VIXis a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a
popular measure of the implied volatility of S&P 500 index options.
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