Investment
< CARSON Research

Market
Outlook
20 25

Animal Spirits




Sonu Varghese,
Ph.D.

VP, Global Macro Strategist

Sonu is a naagistered affiliate of Cetera Advisor Networks, LLC.

Investment advisory services offered through CWM, LLC, an SEC Registered Investment Advisor. Carson @Grdup Partners, a divisio
WM, LLC, is a nationwide partnership of advisors.

14600 Branch Street, Omaha, NE 68154




Keep Things In Perspective

Yovr Flan




NN N N N\ N /S S/

Volatility Is The Toll We Pay To Invest

S&P 500 Various Declines Per Year (1928 - 2023)
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Bad News Happens

Scary headli nes happen, Hi storically they %o

Stocks Tend To Go Higher, Even With Bad News

Dow Jones Since 1900 With Major Geopolitical Events Eﬁg&iz
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Animal Spirits

What Are Animal Spirits?
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Outlooko 2 What Do We See?

» Economic momentum, helped

l by monetary and fiscal policy,
§ supports earnings growth.
. » High starting yields are a

cushion for bonds with modest

Forecast potential for rates to fall.

Anticipated rate cuts may help.
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2024 Grew
Faster Than
Expected

The US was the top
economic growth
engine again

The Economy's Grown Much Faster Than

Pre-pandemic Projections
Real GDP (Index, Q4 2019 = 100)
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No Signs of a
Recession In
2 O 2 5 The Economy Is On A Solid Footing

Carson Proprietary Leading Economic Index - USA
20

Our own leading
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How to Assess 2025

Analysis of what could be the big drivers for the US in 2025

Looking Ahead To 2025: Assessing The Us Economy

STRENGTHS OPPORTUNITIES

Aggregate Easier Fed Policy
Income Growth T

Household

Balance Sheets Looser

Regulations
Productivity

Source: Carson Investment Research 11/30/2024
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Strong Incomes =
Strong Consumption

Incomes remain

very strong, a

big reason we
havenot seen
recession

a

Aggregate Income Growth Remains Strong
Year-Over-Year Change in Aggregate Weekly Payrolls
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Data source: Carson Investment Research, FRED 11/30/2024
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Strong
Household
Balance Sheets

A Household balance sheets
are strong, thanks to rising
asset values (stocks, real
estate, and deposits)

A Debt loads as a percent of
disposable income is also
low relative to history

A Net worth is near all-time
highs

American households are much better positioned financially

Household Balance Sheets: Assets, Liabilities and Net Worth
As Percent of Disposable Income
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Data source: Carson Investment Research, Federal Reserve 12/12/2024

» Other Liabilities

= Liabilities: Consumer Credit

m Liabilities: Mortgages

= Other Financial Assets
Assets: Noncorporate

Business Equity
Assets: Defined Benefit

Pension Entitlements
Assets: Debt Securities
u Assets: Corporate Equities
= Assets: Deposits
Assets: Consumer Durables

» Assets: Real Estate

+ Net Worth as Percent of DPI
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A Potential
Game Changer:
Productivity

High productivity could

boost wages while keeping

I nfl ation | ow,.
the Fed to ease up on

rates, potentially boosting
business investment,

which is what you need for
productivity gains.

A Potential Regime Shift For Productivity Growth
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The Fed Is Likely Done

NThe FedO0s | ob
the punchbowl away,

Just as the party IS
getting good. O

- William McChesney Martin Jr.




The Fed Should
Keep Cutting

In our opinion, with higher
productivity and a lid on
Inflation due to improving
shelter data, the Fed
should be able to cut 2 or
3 more times in 2025
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Inflation Is
Falling and More
Should Come

Inflation has pulled back
significantly from June 2022
peak, but st
2% level. Much of this
stubbornness is from
lagging shelter prices,
which should continue to
Improve in 2025.

Inflation No Longer A Problem, Which Means The
Fed Can (And Should) Continue Easing Rates
Personal Consumption Expenditure Price Index (Oct 2024)
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Data source: Carson Investment Research 11/30/2024
FRED, Bloomberg

More shelter disinflation likely in the pipeline
Private vs Official Rental Price Changes (Year-Over-Year)
—Apartment List Index
CPI - Rent of Primary Residence
—CPI - Owners' Equivalent Rent of Residences
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Some Cracks

A Higher interest rates
can hurt small
businesses and
housing

A One major issue next
year could be if rates
stay high, we see
continued weakness
In the housing market

ol

Housing Starts Running Well Below Completions,
Indicating Housing Pessimism Among Builders
Privately Owned Housing Units
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Tariffs
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Although tariffs have been in place
for seven years now, uncertainty
over new tariffs could upset
sentiment
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A Strong US
Dollar Can
Be A Worry

A A strong US Dollar
can blunt the
inflationary impact
of tariffs

A But it can impact
overall earnings and
hurt international
Investments

S&P 500 EPS Growth (Y/Y)

Earnings Strength Correlated
With Dollar Weakness

S&P 500 EPS Growth (year over year) vs
US Dollar Index (year over year)
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Data source: Carson Investment Research 11/30/2024
Factset, S&P Global

Uses quarterly data from Q4 2002 - Q12023. The periods
from Dec 2007 - Dec 2010 and Mar 2020 - Mar 2022 are
excluded to remove the impact of recessions.

S&P 500 EPS Growth (%)

A Currency Hurdle For
International Equities

Excess Return (MSCI World Ex US Minus S&P 500)

Vs Currency Return
Annual Returns: 2001 - 2024 (Nov 15)
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We Still Like Stocks

The US stock market should continue to lead. Areas outside Technology, along with mid and
small caps could offer opportunity as the bull market broadens ouit.

Economic  Valuations
Policy Technicals
Strategic View i Tactical View

Overweight . . - - Overweight
U.S. Equities Overweight D |:| l:‘ I:' Overweight | US growth likely to outpace other global economies
International |:| |:| |:| |:| Valuations relatively attractive but economic
Equities Underweight growth may lag; strong dollar may be a headwind
Emerging Policy risk, especially in China, remains
Markets Underweight Underweight a major issue; tarrifs are a risk

Better rate environment, resilient consumer, productivity
growth may be supportive macroeconomic environment.

Solid companies up top but

_eige Cep D I:I D |:| valuations lean unattractive
. - ¢ Favorable policy environment may contribute
Mid & smallGap Overweight D |:| D I:‘ Overweight to market broadening; valuations attractive
n
o : ! .
= - Rich valuations a headwind but fundamentals are
= Growl SHESWRINNE I:‘ D l:‘ l:' solid; home of many higher momentum stocks
o
w : : :
5 2 We continue to like cyclical value sectors
] ElE Overweight |:| D |:| I:I as the economy pushes ahead
=]
: - Not a fit with continued economic growth but low volatility _
DElensie SENCIale |:| l:' |:| I:' stocks could be an added source of diversification gg;’srgﬁ
Gvclicals |:| D l:‘ I:l Industrials may benefit from US resilience; yield IRngseS;Tcim
y curve steepening would benefit financials 1213124
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Things to
Always
Remember

The average year
might gain about 9%
but be aware that
very few years do
stocks actually gain
about 9%. Larger
moves are normal.

DESTAGDESTA
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An Average YearIsn't So Average
S&P 500 Gains Between 8-10% Are Quite Rare (1950 - 2024)

8.5% 9.1% 9.0% 9.5%

Source: Carson Investment Research, YCharts 11/30/2024 (1950 - Current)
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The Bull Market
Is Alive & Well

A Earnings are
expected to hit an all-
time high next year

A Additionally, profit
margins could continue
to expand, another thing

that might surprise many
Investors.

A These are tailwinds for
the market

Forward Earnings Expectations
Continue To Blast Higher
S&P 500 Index - Next 12 Month Earnings Per Share
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Margins Are At Their Highs Of The Cycle,
And Well Above Pre-Pandemic Levels
S&P 500 Index - Profit Margin (Forward 12-months)
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Momentum Hel

Stocks actually do better after 20% gains

P S

20% Gal ns

Solid Returns Are Normal After A 20% Gain
S&P 500 Annual Returns (1950 - 2024)
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Source: Carson Investment Research, FactSet 01/04/2025
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This Bull Market Is
Still Comparatively o

Once A Bull Market Gets To Two Years Old There Could Be A Lot Left
YO u n g Bull Markets the Past Fifty Years That Made It to Their Second Birthday
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Be Aware

Even if this bull market has multiple years left, the third year of bull
markets tends to be a catch your breath type of year

Third-Year Returns In Bull Markets Can Be Weak
S&P 500 Average Returns in Bull Markets (1950 - Current)

20.0% Source: Carson
Investment Research,

40.0% 36.2% Factset 11/30/2024
30.0%
18.9%
20.0% 15.0% 14.6% ’ 17.5%
10.0%
2.1%
n S—
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6




Just Remember,
| t | s not So




NN N N N\ N /S S/

Historically, Stocks Do Better Early Under a
Re-Elected President

Years 1 and 2 of a re-elected President tend to be strong, a good sign for 2025

Stocks Have Historically Done Better Under Re-Elected Presidents Early In Their Second Terms
S&P 500 Performance Based on the Four-Year Presidential Cycle (1950 - 2023)

25.0% Source: Carson
B Re-Elected President Il New President 20.5% Investment Research,
20.0% - YCharts 11/30/2024
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| t | snot About Red Or

Stocks historically do just fine no matter who is in the White House

Stocks Tend To Go Up, Whoever Is In The White House
Dow Returns (Log Scale) Since Teddy Roosevelt Was In Office (1901 To Current)
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Source: Factset, Carson Investment Research 11/03/2024
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Not About Blue
or Red, |1t10s
About Green  AsSsitcongress Tends ToBe The Best For Stocks

A A republican controlled -
Congress tends to see 11.0%
better stocks gains then ~ "*
a democratic Congress. 6.7%
A Butonce again, the best  **
scenario is for a split
Congress. 0%

Democrat Republican
Make Up of Congress

Source: Carson Investment Research, FactSet 01/26/2024 (1951 - 2023)  Starts in 18951 with 82nd Congress
@ryandetrick

14.5%

Split
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The S&P 500 | snot Cheaj

One worry I s stocks arenot cheap, but be aaa
valuations and future performance one year out

Cause For Concern? Stretched Valuations

$&P 500 Index - P/E Ratio (Next 12 Months) Valuations Are Not Good Timing Tools

Scatter Plot Returns Of P/E Multiples And S&P 500 1-Year Returns
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Beware Of the Crowd

JUST A NORMAL DAY AT THE NATIONS MOST IMPORTANT FINANCIAL INSTITUTION...
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But There
May Be n)
Elsewhere

Growth and technology
are pricey, but areas
around the globe and
small / midcaps are quite
reasonable here

Valuation Composite Z-Score

Valuation Composite Z-Score

Global Equity Relative Valuations

Valuation Composite
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Sources: Carson Investment Research, Morningstar Direct 11/30/24 | Relative Valuations utilize P/E, P/B, P/C, P/S ratios relative to parent index

US Sector Relative Valuations
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2024 Kept Things Moving Forward
Another great year for the economy and stock market

The Carson Quilt Chart
Returns for Various Sectors (2008-2024)

Return Risk
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