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Executive Summary “The U.S. economy

. o enters 2025 in a
The US. economy enters 2025 in a strong position, with real

GDP expected to grow 2.0%-2.5%, following a better-than- strong position, with
expected 2.7% increase in 2024. The labor market is close to real GDP expected
full employment,. produp‘gwty has surpassed pre—parjdem|c to grow 2.0%_2.5%’
trends, and credit conditions remain favorable. Despite a i i

positive outlook, uncertainty around President Trump’s policies following a better-
remains a key risk. than-expected 2.7%
We're maintaining a bullish outlook on US. stocks to start increase in 2024.”

2025, with our research supported by the pillars of disinflation,
earnings growth, and broad market participation. Investors
thrived in 2024, with most asset classes exceeding long-term
averages. Large-cap US. growth stocks, led as the S&P 500
hit 57 record highs, making consecutive 20% gains for the fifth
time.

Looking ahead in the new year, global GDP is expected to grow
31%, sustained by easier monetary policy, rising real incomes,
and fiscal stimulus, especially in the US. and China. Risks to
this outlook include potential US. tariffs, geopolitical instability,
and structural challenges in Europe.

Policy takes center stage in our sector outlook, with Trump’s
initiatives likely to drive market leadership trends. Monetary
policy also plays a critical role in shaping sector trends for
2025. Historically, slower Fed easing cycles have supported
cyclical sector leadership. Risks include unanchored inflation
expectations, which could disrupt rate cuts and push long-
term yields higher, favoring defensive sectors. To get aligned,
we downgraded Energy to marketweight and slightly raised our
allocations in Technology and Communication Services.

Our fair value model for the 10-year U.S. Treasury suggests a Owen Haffey
theoretical range of 4.00%-5.25%, with a midpoint of 4.625%. Technical Writer
With yields currently near the lower end of this range, we see
limited value in US. Treasuries below 4.00%, but find them
attractive around 5.00%.

We upgraded our commodity outlook to bullish, driven by
strong momentum indicators, breadth, and energy sector
resilience. While risks like slower global growth persist,
improving fundamentals and potential US. dollar weakness Amy Lubas, CFA
support a positive outlook. I lntes et Seluieis
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U.S. economy: Economy flexing its muscles

The U.S. economy enters 2025 in a strong position, with real GDP expected to grow 2.0%-2.5%, following a bet-
ter-than-expected 2.7% increase in 2024. The labor market is close to full employment, productivity has sur-
passed pre-pandemic trends, and credit conditions remain favorable (chart below). Consumer and business
confidence have risen, and with the election uncertainty behind, pro-growth policies are expected to stimulate
the economy. The Federal Reserve’s rate cuts have further supported credit conditions, ensuring that the
expansion continues. None of the indicators on the Recession Watch Report signal an imminent downturn,
indicating low near-term recession risk. However, growth is expected to moderate in 2025 due to a more
challenging economic environment compared to 2016-2017, marked by higher inflation, higher inter-
est rates, a larger budget deficit, and significantly higher government debt.

Despite a positive outlook, uncertainty around President Trump’s policies remains a key risk. While tax cuts and
deregulation could boost investment, tariffs could harm trade and inflation. Although the U.S. is less dependent
on international trade, higher tariffs would still have adverse effects on supply chains and prices. Additionally,
mass deportations and labor force reductions could exacerbate wage pressures and inflation. While these poli-
cies may not be fully implemented in early 2025, they could weigh on the economy in the second half of the year.
The impact of proposed government efficiency reforms, led by Elon Musk, may also be felt later.

Favorable credit conditions support the growth outlook

The Economy vs. NDR Credit Conditions Index Monthly Data 1990-08-31 to 2024-10-31
——U.S. Coincident Index (2024-10-31 = 145.35)
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. . . . Index Annum | Time
Shading indicates NBER-defined recessions. Above 661 333 3024
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Below 51.8 0.08 | 20.25
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U.S. equities: Staying the course for 2025

We're maintaining a bullish outlook on U.S. stocks to start 2025, with our research supported by the
pillars of disinflation, earnings growth, and broad market participation. Investors thrived in 2024, with
most asset classes exceeding long-term averages. Large-cap U.S. growth stocks led as the S&P 500
hit 57 record highs, achieving consecutive 20% gains for only the fifth time. Despite uncertainties about
inflation and Fed policy, these factors have driven strong market performance over the past two years.
Our year-end S&P 500 target is 6600, reflecting a 9% gain, in line with historical averages (table below).
Earnings per share (EPS) are projected to grow by 8.4%, supported by 2.0%-2.5% GDP growth and 5.9%
sales growth. While this marks a slight deceleration from 2024's 9.5% EPS growth, it aligns with the
typical earnings trajectory in the later stages of bull markets.

Key risks to stocks in 2025 include rising inflation, which could force the Fed to end its easing
cycle, and challenges in fiscal policy. Historically, markets gain momentum early in post-election
years, driven by economic relief and easing monetary policy, but gains often slow in the second half due
to tightening fiscal and monetary conditions. Overall, while we anticipate a favorable environment in the
first half, caution is warranted as the bull market matures and economic risks increase.

2025 SPX price target of 6600, or +9%

NDR S&P 500 Index Target for 2025

S&P 500
Cycle Metric Comment Target
Earnings & P/E EPS slows, P/Es contract slightly 84% EPS Growth & -06%pt P/E 6422
Stock Market Cycle Months 27-39 of cyclical bull Post-war median of 55% 6386
Monetary Cycle Months 3-15 of easing cycle Post-war median of 15.0% 6961
Presidential Cycle Post-election year Post-war median of 91% 6604
Target Round to 6600 <« 6593
Target % (from current level of 6053) 8.9
Ned Davis Research T_SP202312101
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U.S. sectors: Trump policy clouds outlook

For 2025, policy takes center stage in our sector outlook, with Trump's initiatives likely to drive market leadership
trends. While tax cuts dominated in 2077, tariffs and immigration may be prioritized in 2025, alongside a potential

extension of the Tax Cuts and Jobs Act (TCJA). Historical trends show that policy shifts often bring volatility

and influence sector performance. For instance, the TCJA boosted cyclical sectors in 2017, with Technology

leading gains, while trade tensions in 2018 saw defensive sectors outperform as markets turned negative.
The initial response to Trump's 2024 election victory mirrors 2016, with cyclical sectors and Value stocks

outperforming (chart below). However, structural changes since 2017, including Technology’s increased weight
in the S&P 500 and the deceleration of Mag 7 earnings growth, suggest more balanced leadership between
cyclical and defensive sectors in 2025. To get better aligned, we downgraded Energy to marketweight and

slightly raised our allocations in Technology and Communication Services last month.

Monetary policy also plays a critical role in shaping sector trends for 2025. Historically, slower Fed easing cycles
have supported cyclical sector leadership. However, risks include unanchored inflation expectations,
which could disrupt rate cuts and push long-term yields higher, favoring defensive sectors. \\hile the
interest rate environment is expected to remain supportive of cyclical leadership, narrowing earnings growth
between the Mag 7 and the broader market may limit Growth sector dominance. Overall, we expect balanced
sector performance, with volatility likely increasing mid-year as monetary and fiscal risks evolve.

Policy uncertainty could lead to more balanced leadership

Broad Cyclical Sector Index / Defensive SHUT Index - 2017 vs. 2018
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Themes: Regulation & Al to impact 2025

As we analyzed our top 10 themes in 2024, there were really three broad themes that stood out in 2024 — Con-
sumer, Tech Titans, and Crypto. Before the year concluded, we also moved Video Games to overweight, as we
believe the post-pandemic bottom is in for sales growth and profit margins. Coming in at number three among our
broad themes was Consumer Spending. Number two among our broad themes was Tech Titans. Nvidia, Apple,
Amazon, Meta, Microsoft, and Alphabet alone accounted for nearly two-thirds of the S&P 500's 24% return. The
launch of Bitcoin ETFs, bullish comments by Trump at a crypto conference, and Trump looking to appoint a cryp-
to-friendly SEC chair all helped Bitcoin soar over 100% and make Crypto-related the top broad theme for 2024.

In 2025, thematic investing will focus on key trends driven by political shifts, technology, and demo-
graphics. Crypto and FinTech are poised for growth, fueled by a pro-innovation stance and leadership changes
in regulatory bodies (chart below). Al spending is transitioning from hardware to software, with datacenter build-
out paving the way for application development and implementation. Big Tech remains a key beneficiary, but
software-oriented Al investments could gain traction. Consumer trends are shifting as durable goods spending
stabilizes, with Millennials entering prime home and auto-buying years. Services, boosted by strong consumer
confidence, continue to thrive, while sectors like housing and home improvement show signs of recovery. ETFs in
Blockchain, FinTech, Al, and consumer themes offer compelling opportunities as momentum builds across these
areas.

A new SEC chair could lift FinTech

Global X FinTech ETF (FINX) Relative Strength Trend

Global X FinTech ETF/S&P 500 Index (2024-12-09 = 77.90)
—— 50-Day Simple Moving Average of Global X FinTech ETF/S&P 500 Index(2024-12-09 = 73.72)
- - -200-Day Simple Moving Average of Global X FinTech ETF/S&P 500 Index(2024-12-09 = 70.14)
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U.S. Fixed Income: A year of uncertainty

Policy and market uncertainty are expected to rise in 2025, driven by proposals from the incoming Trump
administration. Our fair value model for the 10-year U.S. Treasury suggests a theoretical range of 4.00%-
5.25%, with a midpoint of 4.625% (chart below). With yields currently near the lower end of this range, we see
limited value in U.S. Treasuries below 4.00% but find them attractive around 5.00%. Sustained yields above
5.25% would likely signal inflationary concerns exceeding 3.25%. Historical trends tying Treasury yields
to nominal GDP support our midpoint target, given projected nominal growth of 5.00%. Fed rate
cuts are expected to total 75 basis points in 2025, with a modest steepening of the yield curve likely in the
second half of the year.

Credit markets remain favorable compared to the U.S. Aggregate Index, though valuations appear stretched.
We prefer loans over fixed-rate debt due to strong economic growth, limited Fed rate cuts, and higher

carry. The yield curve steepened in 2024 post-election, achieving our 50-basis-point target, and could
steepen further if the Fed continues its gradual policy normalization. If the curve inverts, a reimplementation
of steepener trades may be considered. Overall, while the fixed-income outlook remains supportive, rich
valuations and policy uncertainties could weigh on market dynamics as the year progresses.

A 5% 10-year Treasury?

U.S. 10-Year Treasury Fair Value Model Using r* and Term Premium Monthly Data 2004-08-31 to 2024-11-30
——10-Year Treasury Yield (2024-11-30 = 4.35%)
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International economy: Maintaining a strong pace

In 2024, the global economy showed resilience, with real GDP growth projected at over 3%, although momentum
slowed in the year's second half. While the U.S. economy remained strong, Europe and China experienced soft-
er growth. However, signs of recovery emerged late in the year, including back-to-back increases in the global
composite PMI and a declining Global Recession Probability Model. Inflation subsided significantly compared to
post-pandemic peaks, supported by normalized supply chains and subdued goods inflation. Despite these posi-
tive fundamentals, uncertainties linger, particularly regarding USS. trade policies. Proposed broad-based tariffs by
President-elect Trump could disrupt global supply chains, stoke inflation, and slow economic growth, particularly
for trade-dependent nations like Mexico, Canada, and Vietnam. However, stimulus measures from China and an
easing monetary stance across three-quarters of central banks have bolstered near-term stability (chart below).

Looking ahead to 2025, global GDP is expected to grow 3.1%, sustained by easier monetary policy, ris-
ing real incomes, and fiscal stimulus, especially in the U.S. and China. Risks to this outlook include poten-
tial USS. tariffs, geopolitical instability, and structural challenges in Europe. The US. is expected to remain a global
growth leader, while China's growth may moderate to 4.5% amid demographic and productivity headwinds, and
Europe is forecast to expand at a modest 11%, constrained by political turmoil and external risks. Inflation risks
persist, particularly in services and from potential trade disruptions.

Most of the world’s central banks are easing

MSCI All Countries World Index vs. Breadth of Central Bank Rate Changes Daily Data 1989-07-06 to 2024-12-02
—— MSCI ACWI (Local Currency) (2024-12-02 = 1,050.79)
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Global equities: Less predictability, more risk

Entering 2025, global stocks face a more uncertain environment compared to the start of 2023 and 2024, which
were marked by strong bullish expectations. Instead, parallels with the lead-up to 2022 are emerging, with rising
volatility and concerning breadth, sentiment, valuations, earnings trends, and macro risks. Developments in 2024
were reminiscent of 2021, where concentrated leadership by a handful of mega-cap stocks masked underlying
market fragility. As in 2021, equity allocation within our Global Balanced Account Model peaked mid-year and has
since trended downward (chart below). If this pattern persists, a reduction in equity exposure may be warranted,
similar to early 2022 when mega-cap declines signaled the start of a bear market. Historical norms also suggest
caution, as the current bull market has already surpassed the median duration of cyclical bulls within secular trends.

For 2025, the outlook hinges on several factors, including the risk of a global trade war disrupting
supply chains, reigniting inflation, and necessitating tighter central bank policies. This could replicate
the dynamics of 2022, where unexpected monetary tightening pressured stocks. Rising bond yields, a strength-
ening dollar, and geopolitical tensions could further challenge markets, particularly for emerging markets. How-
ever, if inflation remains controlled and easing policies persist, the bull market could extend with another year of
double-digit gains. While maintaining a maximum overweight stocks position for now, we remain prepared to shift
defensively if indicators decisively weaken.

Peak in model’s equity allocation

MSCI ACWI vs. NDR Equity Recommendation and GBAM Equity Percentage Daily Data 2020-01-03 to 2025-01-03
—— All Country World Index (2025-01-03 = 1,037.08)
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Commodities: Upgraded to bullish

The S&P Goldman Sachs Commodity Index (GSCD ended 2024 with a 2.61% gain, largely due to a strong 2.6%
rally in December that prevented the index from finishing flat for the year. Notably, 2024 exhibited the highest
annual return dispersion among the 19 commodities tracked, with cocoa surging 173%, soybeans falling 22%, and
a standard deviation of returns exceeding 44%. This wide divergence reflects dynamic market conditions across
commodities. Key bullish indicators, including the GSCI Trend indicator and improved breadth (over 50% of com-
modities now trade above their 126-day average), signal strengthening momentum. Energy commodities such

as crude oil, natural gas, and heating oil ranked among December’s top performers, marking the first time since
June that all three posted positive monthly returns. This resurgence is supported by factors such as capital disci-
pline in the energy sector, geopolitical tensions, reduced Russian gas flows to Europe, and OPEC+ supply cuts.

Given these developments, we've upgraded our commodity outlook to bullish. The model composite moved to its
most bullish monthly reading since May 31 (chart below). All but two of the model’s technical indicators are
bullish and there are no bearish sentiment, fundamental, or macro indicators. \While risks such as lower
global growth and a stronger U.S. dollar (USD) remain, recent data suggest improving fundamentals. Historically,
commodities and the USD are inversely correlated, and any weakness in the greenback would further bolster the
case for commodities heading into 2025.

Model’s most bullish monthly reading since May

S&P GSCIl vs NDR Commodlty Model Daily Data 2024-01-02 to 2025-01-02
——S&P GSCI Total Return (2025-01-02 = 3,696.66)
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2024 was a year of investor optimism & risk

« The NDR Crowd Sentiment Poll, an intermediate-term measure, reflected sustained investor
optimism, spending record time at extremely optimistic levels and avoiding extreme pessimism
altogether. This marked the seventh-longest streak of optimism, comparable to bullish
cycles in 2017 and 2021 before corrections.

The NDR Daily Trading Sentiment Composite highlighted shorter-term sentiment fluctuations, with
periods of pessimism during market pullbacks in spring and summer 2024. Currently, it indicates a
neutral stance despite near-record stock allocations relative to bonds and cash.

Elevated optimism, coupled with high stock allocations and bubbly valuations, poses risks for the
coming year. Technical deterioration and recent weak performance in a typically strong seasonal

period raise caution.

Investor sentiment was extremely optimistic for most of 2024

Daily Data 2023-12-29 to 2024-12-31
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December Returns

—
S&P 500 Monthly Sector Returns Asset Class Benchmark Performance
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All data in local currency and price only unless specified as total return (TR). Sources: MSCI,Bar-
a 51125202410 1231204, clays, Commodity Systems, Inc. (CSI) www.csidata.com, IDC, Ned Davis Research, Inc,, S&P Dow
Source: &P Capital IQ and MSC), Inc. (6ICS) » " . . -, Jones Indices.
EDU_ MULTI ASSET BETARPT : ©Copyight 2025 NOR Inc Futher distibuton profiiedwithoutprior perision.
j;ﬂ; i/ NDR Fodtvender i Ned Davis Research BENCH_5_R_ACRPT

S&P 500 Sector Benchmark Returns

2024 Q4 2024 October 2024 November 2024 December Year 2024
Cons. Disc. Financials Cons. Disc. Communications Communications
14.06 25 1324 349 38389

Communications Communications Financials Cons. Disc.
860 180 1016 233
Financials Energy Industrials Cons. Disc.
667 071 733 2913

Financials
2843

Industrials Utilities Utilities
274 -107 . 19.58
Energy Industrials Cons. Stpls. Health Care Industrials
-320 -1.39 455 -6.36 1564
Cons. Stpls. Cons. Disc. Real Estate Utilities Cons. Stpls.

-384 =157 398 -807 1198

Utilities Cons. Stpls. Utilities Industrials Energy
-6.17 294 316 -810 2.31
Real Estate Real Estate Communications Real Estate Real Estate
-875 -341 309 -915 173
Health Care Materials Materials Energy Health Care
-1067 -355 145 -956 090
Materials Health Care Health Care Materials Materials
-12.82 -473 013 -1091 -1.83
Source: S&P Capital 1Q and MSCI, Inc. (GICS).
Ned Davis Research BENCH_5_R_SECRPT
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See the Signals.™

Founded in 1980, NDR (Ned Davis Research) is a leading independent
research firm with clients around the globe. With a range of products

and services, we deliver award-winning solutions to the world's leading
investment management companies. Our clients include professionals
from global investment firms, banks, insurance companies, mutual
funds, hedge funds, pension and endowment funds, and registered
investment advisors. NDR uses the weight of the evidence, a 6ok
360-degree approach, to frame our market insights. Evidence, data
that has been continually amassed over decades, shapes historical SENTIMENT
perspective and allows us to build proprietary indicators and models. We use
this methodology to help our clients make objective investment decisions.

Important Information and Disclaimers

The data and analysis contained in NDR’s publications are provided “as is” and without warranty of any kind, either
expressed or implied. The information is based on data believed to be reliable, but it is not guaranteed. NDR
DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.

NDR's reports reflect opinions of our analysts as of the date of each report, and they will not necessarily be updated
as views or information change. All opinions expressed therein are subject to change without notice, and you should
always obtain current information and perform due diligence before trading. NDR or its affiliated companies or their
respective shareholders, directors, officers and/or employees, may have long or short positions in the securities
discussed in NDR'’s publications and may purchase or sell such securities without notice.

NDR uses and has historically used various methods to evaluate investments which may, at times, produce
contradictory recommendations with respect to the same securities. When evaluating the results of prior NDR
recommendations or NDR performance rankings, one should also consider that NDR may modify the methods
it uses to evaluate investment opportunities from time to time, that model results do not impute or show
the compounded adverse effect of transaction costs or management fees or reflect actual investment
results, that other less successful recommendations made by NDR are not included with these model
performance reports, that some model results do not reflect actual historical recommendations, and that
investment m are ily const d with the benefit of hindsight. Unless specifically noted on
a chart, report, or other device, all performance measures are purely hypothetical, and are the results of
back-tested methodologies using data and analysis over time periods that pre-dated the creation of the
analysis and do not reflect tax consequences, execution, commissions, and other trading costs. For these
and for many other reasons, the performance of NDR’s past recommendations and model results are not a
guarantee of future results.

dal

Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to
trade them presents many difficulties and their effectiveness has significant limitations, including that prior patterns
may not repeat themselves continuously or on any particular occasion. In addition, market participants using such
devices can impact the market in a way that changes the effectiveness of such devices. NDR believes no individual
graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and
suggests that all market participants consider differing viewpoints and use a weight of the evidence approach that
fits their investment needs. Any particular piece of content or commentary may or may not be representative of the
NDR House View, and may not align with any of the other content or commentary that is provided in the service.
Performance measures on any chart or report are not intended to represent the performance of an investment
account or portfolio, as some formulas or models may have superior or inferior results over differing time periods
based upon macro-economic or investment market regimes. NDR generally provides a full history of a formula
or model's hypothetical performance, which often reflects an “all in” investment of the represented market or
security during “buy”, “bullish”, or similar recommendations. This approach is not indicative of the intended usage
of the recommendation in a client’s portfolio, and for this reason NDR does not typically display returns as would
be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a
simulated portfolio back-test should contact their account representative to discuss testing that NDR can perform
using the client’s specific risk tolerances, fees, and other constraints.

NDR'’s reports are not intended to be the primary basis for investment decisions and are not designed to meet
the particular investment needs of any investor. The reports do not address the suitability of any particular
investment for any particular investor. The reports do not address the tax consequences of securities, investments,
or strategies, and investors should consult their tax advisors before making investment decisions. Investors should
seek professional advice before making investment decisions. The reports are not an offer or the solicitation of an
offer to buy or to sell a security.

Further distribution prohibited without prior permission. Full terms of service, including copyrights, terms of use, and
disclaimers are available at https://www.ndr.com/web/ndr/terms-of-service.
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