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“The earnings season is always a
critical time for financial markets,
as corporate updates offer the
latest window into an "on-the-
ground" assessment of the key
fundamentals driving stock
prices. Thus, the next few weeks
of earnings reports could help
calm or intensify current market
action.”
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Investors Closely Watch Corporate Earnings and
Policy Changes Under a New Administration

The S&P 500 Index and NASDAQ Composite rose last week, following back-to-back
weekly declines to start the year. Lighter-than-feared readings on core consumer
and producer inflation for December rolled back some investor anxiety, while a batch
of strong financial earnings to start the fourth quarter earnings season helped lift
sentiment.

U.S. markets were closed on Monday in observance of the Martin Luther King Jr.
Holiday. This week, the fourth quarter earnings season kicks into full swing.
Preliminary looks at January services and manufacturing activity late in the week
should provide early looks at how key segments of the economy are holding up at
the start of the year. And notably, market reactions to President Trump’s executive
orders and policy agenda could produce bouts of stock and bond volatility should
they deviate from expectations.

Last Week in Review:

e The S&P 500 rose +2.9% — its largest one-week point and percentage gain since
the week ending November 8, 2024. Notably, gains last week were broad-based,
with the S&P 500 Equal Weight Index rising +3.9%. Energy (+6.1%) and Financials
(+6.1%) led S&P 500 sectors higher.

e The NASDAQ Composite and Dow Jones Industrials Average rose +2.5% and
+3.7%, respectively.

e The Russell 2000 Index gained +4.0%.

e U.S. Treasury yields fell on the week after inflation updates showed flat-to-lower
than forecast levels. However, the 30-year yield touched 5.0% on the week before
pulling back.

e The U.S. Dollar Index ended slightly lower, Gold edged higher, and West Texas
Intermediate (WTI) crude posted a gain of roughly +1.0%.

e December core CPI increased +0.2% month-over-month, below forecasts and
cooler than November’'s +0.3% reading. On an annualized basis, core CPI rose
+3.2% in December versus +3.3% in November. Notably, core services inflation and
shelter costs last month remained largely static versus November levels. Bottom
line: While overall progress on inflation has stalled in certain areas over recent
months, some of investors’ worst fears about rising consumer inflation were calmed
by December’s update.

e Earnings from a few key financial companies last week showed that the profit
picture for Q4 was likely strong for corporate America, and the outlook for profits in
2025 appears to be on solid footing as well. Key banks and financial institutions
reported earnings results that topped profit estimates while providing upbeat
assessments of the outlook for 2025. In our view, strong net interest income trends,
solid investment banking/trading activity, and benign consumer/business credit
trends at the end of last year all point to a healthy backdrop for the U.S. economy at
the start of this year.

e Although retail sales slightly missed forecasts in December on a month-over-
month basis, the headline figure grew +3.9% year-over-year — the highest level
since December 2023. Spending across categories was broad-based, with auto
sales providing strong support.

e Finally, small business optimism jumped to a six-year high in December, as the
report showed those expecting the economy to improve (partly based on
expectations for Trump 2.0 tailwinds) rose to its highest level since the fourth quarter



of 1983. Interestingly, the Russell 2000 Index is back near pre-election levels and has recently flirted with correction
territory based on its outsized sensitivity to higher interest rates since early December.

On Monday, Donald J. Trump was sworn in as the 47 President of the United States. President Trump is just the second
president to serve two non-consecutive terms following Grover Cleveland and the oldest to take the oath of office. In addition
to all the pomp and circumstance surrounding the first day a president takes office, Trump signed a series of executive
orders that overhaul border and energy policies and rescinded 78 executive actions taken by former President Biden. Some
of Trump’s day-one executive actions included withdrawing the U.S. from the Paris Climate Accord, eliminating climate
regulations tied to electric-vehicle production, immigration orders, and renaming landmarks. Executive actions also included
freezing new regulations (a standard move to help facilitate a smooth transfer of power) and creating the Department of
Government Efficiency. Notably absent were specific directives on new tariffs. However, Trump has directed federal
agencies to evaluate trade policies and economic relationships with China, Canada, and Mexico and provide appropriate
measures by April 1. Throughout the week, investors should see further details regarding the fiscal priorities of the new
Trump administration.

On the profit front, early reports from key financial companies at the beginning of each earnings season tend to act as a
barometer for the rest of the reporting season. Based on what investors heard last week from the group, the Q4 earnings
season is starting on the right foot. With 9% of S&P 500 fourth quarter reports complete, blended earnings per share (EPS)
growth is higher by +12.5% year-over-year on revenue growth of +4.7. Notably, S&P 500 profits are currently on pace for
their strongest quarter of growth in three years and should help the Index close out its fourth straight year of earnings growth.
In our view, favorable profit conditions in the U.S. over a number of quarters have offered a strong support beam for stock
prices.

Underneath the surface, Big Tech drivers could again significantly shape investor reactions around the Q4 earnings season.
For instance, Information Technology (which is roughly 32% of the S&P 500 by market capitalization) is expected to report
the highest revenue growth (+11% year-over-year) of all eleven S&P 500 sectors. Inside of Consumer Discretionary,
Amazon.com is forecast to be the largest contributor to earnings per share growth, while Communication Services (which
houses Alphabet and Meta Platforms) is expected to post the second highest year-over-year EPS growth rate among S&P
500 sectors.

Along with Big Tech, consumer resiliency has played an important role in lifting stock prices and supporting profits for a
number of quarters. However, mixed results/commentary/outlooks from companies over the last few quarters should keep
the consumer squarely in focus over the next several weeks. Investors will be looking for more information on the dispersion
in spending patterns among low and high-income consumers, as well as ongoing impacts from inflation/higher prices/rising
interest rates.

Importantly, we expect companies across industries and sectors that could see impacts from increased tariffs under the
new Trump administration to be vocal about what they anticipate from changing policies on their earnings calls. While the
rules of the road remain uncertain, analysts and corporate leaders will likely be searching for added clarity over the coming
weeks, which could impact corporate profit outlooks and forecasts for the coming quarters.

The earnings season is always a critical time for financial markets, as corporate updates offer the latest window into an "on-
the-ground" assessment of the key fundamentals driving stock prices. Thus, the next few weeks of earnings reports could
help calm or intensify current market action. Nevertheless, given that we see overall economic and profit conditions
remaining positive in 2025, increased volatility across broader stock averages (should it occur) could continue to be greeted
as a buying opportunity and/or a chance to rebalance portfolios that have drifted away from targets.

As touched on above, much of the market’s attention this week will likely fall on new executive orders from the Trump

administration and forthcoming policy announcements, as well as a host of earnings updates from corporate America.

e President Trump told reports on Monday that he is thinking about imposing 25% tariffs on Canada and Mexico beginning
on February 1. Trump also instructed the Attorney General to delay the TikTok ban or sale deadline by 75 days.



43 S&P 500 companies, including 6 Dow 30 components, are scheduled to report fourth quarter profit results.
Companies on the docket this week include Netflix, Johnson & Johnson, Procter & Gamble, Union Pacific, American
Express, United Airlines, and Verizon.

December existing home sales, preliminary looks at January S&P Global manufacturing and services PMIs, and
December Leading Indicators should all help color the economic backdrop ahead of next week’s highly anticipated
Federal Reserve meeting. Market odds suggest there is a near 100% chance the Fed holds rate policy steady this
month.

Stock Market Recap

Total Returns LTM PE Yield %
Benchmark Weekly MTD YTD Current S-vear Current S-vear
Median Median
S&P 500 Index: 5,997 2.9% 2.0% 2.0% 28.0 23.7 1.2 1.5
Dow Jones Industrial Average: 43,488 3.7% 2.3% 2.3% 25.5 20.6 1.6 2.0
Russell 2000 Index: 5,656 4.0% 2.1% 2.1% 76.3 38.4 1.2 1.3
NASDAQ Composite: 19,630 2.4% 1.7% 1.7% 41.8 38.4 0.6 0.8
Best Performing Sector (weekly): Energy 6.2% 9.2% 9.2% 15.4 11.0 3.2 3.8
Worst Performing Sector (weekly): Health Care 0.4% 1.9% 1.9% 27.4 22.6 1.7 1.6
Source: Factset. Data as of 01/17/2025
Bond/Commodity/Currency Recap YTD Total Returns by S&P 500 Sector
Total Returns Utilities I /2%
Benchmark
Weekly MTD YTD Health Care I 1.9%
Bloomberg U.S. Universal 0.9% 0.0% 0.0% Staples -1.0% M Defensive
i i Real Estate M 1.0% Cyclical
. 0, 0, 0, yclical
West Texas Intermediate (WTI) Oil: $77.85 0.8% 7.5% 7.5% Materials . 0
Spot Gold: $2,703.15 0.5% 3.0% 3.0% Info Tech -0.2% |
U.S. Dollar Index: 109.35 -0.3% 0.8% 0.8% Industrials I 5%
‘ vield Chg Financials I 3.0%
Government Bond Yields Weekl MTD vTD Energy I o0
eexly Discretionary . 2.7%
2-year U.S. Treasury Yield: 4.28% -10 bps chg | 3 bps chg 3bpschy  comm services . 22
10-year U.S. Treasury Yield: 4.61% -16 bps chg 3 bps chg 3 bps chg -5% 0% 5% 10%

Source: Factset. Data as of 01/17/2025. bps = basis points Source: S&P Global, Factset. Data as of 01/17/2025
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.

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.



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

The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks.

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 Consumer Price Index (CPI) is an inflation indicator that measures the change in the total cost of a fixed basket of products and
services, including housing, electricity, food, and transportation. The CPI is published monthly by the Commerce Department and is
also commonly referred to as the cost-of-living index.

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.



