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“Fed rate cuts are coming. But
it's less important whether the
first cut is 25 or 50 basis points,
in our view. The more important
dynamic for investors to keep
tabs on is whether rate cuts take
the escalator or elevator down
from there.”
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Investors Shouldn’t Root for Aggressive Rate Cuts.

Well, after previously highlighting how terrible September is historically
for the stock market, the month is certainly living up to that reputation in
the early go. Stocks posted their worst week in well over a year as
growth concerns have quickly overtaken anxiety around lingering inflation
pressures. A batch of employment data last week was perceived by
investors negatively, and stocks were pressured throughout the week.
However, the government's closely watched nonfarm payrolls report did
see jobs rebound in August from June and July's unexpectedly weak
reports. Manufacturing activity remained in contraction last month, while
services activity beat estimates, though it saw its employment index tick
down. In all, investors sold off stocks last week and did so aggressively
in areas like Technology, which have experienced outsized returns this
year. Thus, increasing concerns about the pace of economic
growth, combined with a little profit-taking in areas that have seen
large year-to-date gains, appear to be the current tone across
markets.

Last Week & Month in Review:

e The S&P 500 Index dropped over 4.0%, snapping a three-week
winning streak and posting its worst week since March 2023 in
percentage terms. However, the nearly 240 points the Index shed last
week was its worst point decline since January 2022.

e The NASDAQ Composite dropped 5.8%, posting its worst week since
January 2022. Information Technology fell over 7.0% on the week,
pressured by Big Tech (e.g., NVIDIA lost nearly 14%) and
semiconductors (which dropped over 12%).

e The Dow Jones Industrials Average also fell but mitigated the
pressure better than the other two growth-biased benchmarks above,
declining 2.9%. That said, the Dow snapped a three-week winning streak
and saw its worst week of performance since March 2023.

e With growth concerns now flagging as one of the largest headwinds
for stock prices at the moment, the Russell 2000 Index currently sits at
the heart of the pressure. The small-cap, domestically biased Index fell
5.7% on the week. The Index has taken a rollercoaster ride over the last
three months, rising aggressively on prospects for growing profits and
forthcoming Federal Reserve rate cuts, to now falling on fears of
potentially unmet growth assumptions and "forthcoming fed rate cuts."
Bottom line: Small-cap stocks are now under pressure due to
concerns that the Fed's plan to normalize rate policy over time may
actually turn into quick/aggressive cuts to help combat faltering
growth conditions.



e Treasury prices rallied, and bond yields fell as investors sought safety in government bonds. Treasury
yields are now back to some of their lowest levels since early-to-mid 2023.

e Gold ended the week basically flat. West Texas Intermediate (WTI) sank 9.2%, its largest weekly sell-
off since March 2023, with the price of crude back to its lowest levels since June 2023. Bottom line: In
an environment where investors are concerned about the pace of growth and a possible
recession, the world doesn't usually use as much oil under those conditions.

e Updates on labor conditions were the focal point of the week and the main catalyst for stocks' negative
reactions. Job openings in July fell to their lowest level since January 2021, coming in weaker than
expected, with June levels revised lower. ADP private payrolls showed a sub-100,000 job number last
month for the first time since early 2021, with the small business segment of the report showing a net
loss in jobs.

¢ And while the August nonfarm payrolls report added +142,000 jobs, that was weaker than the roughly
+160,000 economists expected. Notably, revisions to June and July saw jobs decrease by a collective
86,000. The unemployment rate fell to 4.2% last month from 4.3% in July. Bottom line: Labor
conditions are certainly softening but remain on a solid foundation, in our view. It's important to
remember that "normalizing economic conditions” means activity, including hiring, needs to
slow from unsustainable high levels. These conditions must be met before the Federal Reserve
is comfortable cutting rates. Given last week's employment data, it's now just a matter of whether the
Fed decides to cut 25 or 50-basis points this month.

¢ Finally, August ISM manufacturing activity dropped to its lowest level since November 2023 and sat in
contraction for the fifth straight month. Conversely, ISM services activity (i.e., the main engine of U.S.
economic growth) expanded more than expected last month. The services index has sat in an
expansionary state (i.e., more businesses growing than contracting) for forty-eight of the previous fifty-
one months.

That statement might sound counterintuitive for a market that has mostly run on zero-based interest rates for
the better part of the last fifteen years or since the Financial Crisis. And with the Federal Reserve soon ready
to embark on its next rate easing cycle, consumers and businesses are, rightfully so, looking ahead to an
environment of lower rates for business and consumer loans, including across autos, home, and other popular
lending products.

However, investors shouldn't really cheer an environment where the Fed has to aggressively/quickly cut its
policy rate. As the Ameriprise table below shows, more often than not, when the Fed cuts rates swiftly and
aggressively, it's because something is wrong in the economy, and it has to shift monetary policy suddenly in
response. Historically, the S&P 500 Index has performed poorly in these types of environments over the next
three, six, and twelve months after the first Fed rate cut. In our view, investors should prefer an
environment where the Fed can take its time in cutting rates and can normalize monetary policy more
gradually in response to evolving economic conditions.

(Continued on next page)



| Fed Easing Cycles and Market Performance |

Date of

First Cut
06/01/89
07/06/95
01/03/01
09/18/07
08/01/19

Date of Starting Ending No. of Duration S&P 500 Post First Rate Cut Performance
Last Cut Rate Rate Cuts (months) im 3M eM 1y Whole Cycle
09/04/92 9.75 3.00 20 39 -1.2% 9.9% 8.9% 12.8% 29.5%
11/17/98 6.00 4.75 7 40 0.9% 5.1% 1.3% 18.7% 105.7%
06/25/03 6.50 1.00 13 30 0.1% -17.9% -8.4% -13.5% -27.6%
12/16/08 5.25 0.25 10 15 1.3% -4.3% -12.4% -20.6% -39.9%
03/16/20 2.50 0.25 9 8 -0.9% 3.8% 9.2% 10.8% -19.2%
Average 0.0% -0.7% 1.7% 1.6% 9.7%
Sources: Federal Reserve Board, FactSet
Rates are based on Target Fed Fund Rate Upper Limit; Our definition of Fed tightening cycle starts from first rate hike and ends with the last rate hike

This example is shown for illustrative purposes only and is not guaranteed.

For instance, the Fed, under former Chair Alan Greenspan, lowered the fed funds rate from 6.00% on the top
end to 4.75% between the middle of 1995 and the end of 1998 to help support economic growth and after
raising rates too aggressively in the front half of 1995. Conversely, unexpected event shocks or recessions
typically precede large/quick rate cuts, resulting in activity/profit growth slowing more rapidly than the market
anticipates, hence negative returns in the stock market through the rate-cutting cycle. The last three Fed rate-
cutting cycles are solid examples. Bottom line: Fed rate cuts are coming. But it's less important whether
the first cut is 25 or 50-basis points, in our view. The more important dynamic for investors to keep
tabs on is whether rate cuts take the escalator or elevator down from there.

Inflation updates, Apple's annual iPhone event, and a presidential debate are all on deck this week. Along the
way, major stock averages, such as the S&P 500, will look to either gather their composure after last week's
declines or see further selling pressure that could test major technical support lines. Wednesday marks the 23
anniversary of the 9/11 terrorist attacks.

On Monday, Apple is scheduled to unveil the iPhone 16, which is reported to have embedded artificial
intelligence capabilities called Apple Intelligence. New product features and advanced software will
likely be critical in driving demand for the next iPhone and helping Apple carve its place in the Al
space.

On Tuesday at 9 pm EST, Vice President Kamala Harris and former President Donald Trump will
debate on ABC at the National Constitution Center in Philadelphia, Pennsylvania. Polls in swing
states suggest a tight race with less than sixty days to go before Election Day. Thus, the stakes are
high for both candidates to exit the debate without incurring any major damage that could seriously
tilt independent voters to one side.

August updates on consumer and producer price inflation (Wednesday and Thursday) will be the last
before the Fed delivers its rate decision next week. Consumer prices are expected to hold steady on
a month-over-month basis, while producer prices are expected to tick higher.

Finally, how the S&P 500 and NASDAQ react to some of this week's events listed above could help
inform if each can recover some of last week's declines and avoid falling below key technical
thresholds.

(Continued on next page)



Stock Market Recap

Total Returns LTM PE Yield %
Benchmark Weekly MTD YTD Current I\E/)I;?ZL Current ’3;?:;
S&P 500 Index: 5,408 -4.2% -4.2% 14.5% 25.2 22.7 1.3 1.5
Dow Jones Industrial Average: 40,345 -2.9% -2.9% 8.5% 23.0 20.3 1.8 2.0
Russell 2000 Index: 5,198 -5.7% -5.7% 4.1% 56.2 38.5 14 1.3
NASDAQ Composite: 16,691 -5.8% -5.8% 11.7% 37.0 37.1 0.7 0.8
gf;;IePserforming Sector (weekly): Consumer 0.6% 0.6% 18.4% 229 226 23 25
Worst Performing Sector (weekly): Info Tech -7.1% -7.1% 18.2% 36.5 32.2 0.7 0.9

Source: Factset. Data as of 09/06/2024

Bond/Commodity/Currency Recap YTD Total Returns by S&P 500 Sector

Total Returns Utilities I 2 1. 9%
Benchmark
Weekly MTD YTD Health Care I 13.5%
Bloomberg U.S. Universal 1.2% 1.2% 4.7% Staples I Ocfensive
. . Real Estate I 10.9v Cyclical
. R 0, - 0, - 0, yclical
West Texas Intermediate (WTI) Oil: $67.63 9.2% 9.2% 5.9% Materials [
Spot Gold: $2,497.57 -0.2% -0.2% 21.1% Info Tech I 15.2%
U.S. Dollar Index: 101.18 -0.5% -0.5% -0.2% Industrials I 113%
‘ vield Chg Financials I 15.7%
Government Bond Yields Energy I 5.1%
Weekly MTD YTD ) )
_ Discretionary Il 3.4%
2-year U.S. Treasury Yield: 3.67% -26 bps chg | -26 bps chg | -58 bps chg -, services I 6.0%
10-year U.S. Treasury Yield: 3.72% -20 bps chg | -20 bps chg | -17 bps chg -15% -5% 5% 15% 25%
Source: Factset. Data as of 09/06/2024. bps = basis points Source: S&P Global, Factset. Data as of 09/06/2024

These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or expenses, which would reduce the figures shown here.
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. Past performance is not a guarantee of future results.

Important Disclosures

Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated
with Ameriprise Financial, Inc.

The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not
intended to provide investment advice and does not account for individual investor circumstances.

Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities
mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice
designed to meet the specific needs of an individual investor.

There are risks associated with fixed-income investments, including credit risk, interest rate risk, and prepayment and extension risk.
In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer term securities.

The fund’s investments may not keep pace with inflation, which may result in losses.

Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies.
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value.

The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject
to greater price fluctuations.

Past performance is not a guarantee of future results.

An index is a statistical composite that is not managed. It is not possible to invest directly in an index.



Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in
the Additional Ameriprise research disclosures section.

The Standard & Poor’s 500 Index (S&P 500° Index), an unmanaged index of common stocks, is frequently used as a general
measure of market performance. The index reflects reinvestment of all distributions and changes in market prices but excludes
brokerage commissions or other fees.

The S&P 500 Information Technology Index comprises those companies included in the S&P 500 that are classified as members of
the Global Industry Classification Standard (GICS) information technology sector.

The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq
Stock Market.

The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index
is owned and maintained by Dow Jones & Company.

The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the smallest
2000 securities in the Russell 3000.

West Texas Intermediate (WTI) is a grade of crude oil commonly used as a benchmark for oil prices. WTI is a light grade with low
density and sulfur content.

The Institute for Supply Management (ISM) manufacturing index is a national manufacturing index based on a survey of purchasing
executives at roughly 300 industrial companies. It is an index of the prevailing direction of economic trends in the manufacturing and
service sectors.

The ISM Services PMI (formerly the Non-Manufacturing NMI) is compiled and issued by the Institute of Supply Management (ISM)
based on survey data. The ISM services report contains the economic activity of more than 15 industries, measuring employment,
prices, and inventory levels; above 50 indicating growth, while below 50 indicating contraction.

Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in
the Additional Ameriprise research disclosures section.

Third party companies mentioned are not affiliated with Ameriprise Financial, Inc.
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in

value.

Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC.
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