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“We believe the Al secular trend
remains well-intact, profit growth
for Big Tech should remain
strong in 2025, and some
volatility should be expected in
these stocks, though it shouldn't
detract from their longer-term
opportunities to profit from the
early stages of Al expansion.”
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Investors Are Currently Navigating in Unsettled
Waters

Stocks took a rollercoaster ride last week as tariff drama, earnings and economic
releases, and falling consumer sentiment weighed on markets.

This week, investors will dial in on inflation updates to help add color to forward
Federal Reserve policy expectations.

Last week in review:

e The S&P 500 Index fell 0.2%. The Dow Jones Industrials Average and
NASDAQ Composite fell roughly 0.5%. However, the rather sanguine weekly
declines mask larger moves to the downside and upside during the week.
The Russell 2000 Index lost 0.4%.

e The 10-year U.S. Treasury yield ended near 4.5%, and Gold hit a record high
on Friday, gaining +2.3% for the week.

e The U.S. Dollar Index fell for the third straight week, and West Texas
Intermediate (WTI) crude lost 2.6%.

e On the employment front, the U.S. economy added +143,000 jobs in
January, while November and December job gains were revised higher by a
cumulative +100,000. The unemployment rate stood at 4.0% last month.

e January ISM Manufacturing hit its highest level since September 2022,
expanding for the first time in 26 months. And while ISM services missed
estimates for January, the critical read on the state of economic activity in the
U.S. remained firmly in expansion mode last month.

e A preliminary look at February Consumer Sentiment unexpectedly declined,
moving lower for the second straight month and hitting its lowest level since
July.

¢ Finally, on the earnings front, Alphabet, Amazon, and AMD results/outlooks
weighed on stock benchmarks. Though results for the previous quarter were
solid, investor concerns about capex spending and data center/cloud
demand pressured the stocks post-reports.

What has investors unsettled at the moment?

Big Tech earnings for the previous quarter were solid, but Al spending
plans have investors more cautious. Profit growth for the Magnificent Seven in
the final quarter of 2024 generally came in as expected and, in several cases,
surpassed analyst estimates. However, China's DeepSeek artificial intelligence
model, which allegedly was created for far less money to train and build than
American Al, has recently sent shockwaves across Big Tech. This has caused
mixed reactions to Big Tech's profit results and outlooks during the latest earnings
season. As a result, investors are starting to call into question Big Tech’s
spending spree to spur the development of Al in the U.S. In fact, Meta Platforms,
Amazon, Alphabet, and Microsoft intend to spend a staggering $320 billion
combined on Al infrastructure in 2025, according to company filings and CEO
comments.

Although markets have somewhat discounted DeepSeek developments, and
companies like Meta Platforms and Alphabet have reiterated the need to spend
aggressively on Al to compete, investors have begun to more closely scrutinize



the near-term profit outlook, given high expectations, elevated valuations and massive spending on Al. That said, we
believe a little reset in expectations would be healthy longer-term and likely warranted, given how far this select group of
stocks has run since the end of 2022.

Bottom line: We believe the Al secular trend remains well-intact, profit growth for Big Tech should remain strong in 2025,
and some volatility should be expected in these stocks, though it shouldn't detract from their longer-term opportunities to
profit from the early stages of Al expansion.

Tariffs — are they on or off? Unfortunately, it's a question that investors may be grappling with for some time, adding an
element of uncertainty in the market that makes forecasting growth, profits, and global trade dynamics very difficult to
predict. Starting last week, the White House announced it would impose a 25% levy on all Canadian and Mexican imports,
a 10% tariff on Canadian oil, and a 10% tariff on all imports from China. In response, Canada announced retaliatory tariffs
of 25% on $105 billion in U.S. imports to Canada — targeting beer, bourbon, fruits, clothing and household appliances.
Most of these tariffs were scheduled to go into effect on February 4. However, before the tariffs went into effect, Mexico
said it would hold off on retaliatory tariffs for one month as it works with the U.S. on border security and drug trafficking.
As a result, President Trump delayed U.S. tariffs on Mexico by one month. The U.S. and Canada also announced they
would delay their tariff actions against each other by one month as they worked to find solutions to border and trade
issues. That said, the tariff rate on China increased by 10% on all imports this month, with Beijing providing measured
retaliatory tariffs against U.S. energy exports and farm machinery, while Chinese regulators revived antitrust
investigations into some U.S. tech companies. Finally, President Trump continues to threaten additional tariffs that could
further threaten global trade stability.

For now, we believe investors and the market as a whole continue to view President Trump's use of tariffs predominantly
as a tool to drive American interests (e.g., border security/drug trafficking and better trade deals). And while market
volatility has risen since December, stocks have weathered temporary downdrafts reasonably well due to investors' ability
to look past the tariff uncertainty and focus on still solid U.S. growth trends, which remain supportive of asset prices, in our
view.

Nevertheless, we believe the overall market could see steeper declines if the proposed tariffs are enacted in full and if
they are levied over a prolonged period. Markets assume today that even if U.S. tariffs and retaliatory responses from
other countries were put in place, they would be in place for just weeks or months until U.S. demands are met.

Yet, tariff actions that escalate due to deteriorating global relationships, become entrenched, create dislocations in supply
chains, reduce global efficiencies, increase cost and inflation pressures, or stall growth and corporate profitability are
factors not fully priced into the overall market today. If such an environment were to develop, we would expect to see
more severe selling pressure across consumer, industrial, material, and technology companies, for example. For a period,
this would likely pressure the overall stock market as well and sap investor sentiment.

Will higher interest rates and/or delayed Federal Reserve policy rate cuts start taking a bigger bite out of U.S.
growth? Admittedly, the stock market seems to be doing just fine, with a 10-year U.S. Treasury yield hovering around
4.5%, and investors predominantly expecting the next Fed rate cut not to happen until the June or July meeting.

Tack on an Atlanta Fed GDPNOW forecast currently calling for outsized U.S. growth of +2.9% in the first quarter, and
S&P 500 earnings estimates pointing to +13% annualized growth in 2025, and the elevated rate environment has
currently taken a backseat to Big Tech and tariff concerns. But with core inflation hovering well above the Fed's +2.0%
target, U.S. unemployment sitting at just 4.0% in January, and growing investor concerns about the trajectory for U.S.
government spending and debt levels, it stands to reason that rates could be stuck in a higher-for-longer environment this
year.

Though this is an under-the-surface issue at the moment, a higher rate environment could eventually start stressing
smaller companies looking to refinance debt, further slow consumer and business borrowing, and make future corporate
profits look less attractive when discounted back to the present (which often uses risk-free rates like the 10-year U.S.
Treasury yield).

Bottom line: Rising government bond yields and less room for Fed rate cuts this year added to the stock volatility seen in
December and early January. For now, investors appear to be looking past this risk from a day-to-day perspective as



yields and Fed expectations have settled into their current state. Nevertheless, macroeconomic developments that send
rates higher (e.g., tariffs, sticky inflation, stronger growth, increased fiscal deficits) or further delay Fed easing could
quickly see stock volatility rise.

Our guidance: Investors may be better served by not reacting to the news cycle. Stand still and let tariff, Big Tech, and
interest rate developments play out over the near term. There's a pause, for now, on major tariffs in North America.
Recent updates confirm Big Tech's profitability remains strong. And the U.S. economy appears to be absorbing the
current rate environment fairly well. However, investors should expect headlines to stay fluid on these subjects and, in
some cases, undetermined. Making investment decisions on still unknown outcomes increases the risk of being wrong or
offside if developments shift in the opposite direction.

The week ahead:

Along with key inflation reports, updates on retail sales and Fed Chair Powell’'s semiannual update to Congress should
grab headlines this week.

e On Wednesday, the core Consumer Price Index (CPI) is expected to tick lower to +3.1% year-over-year in
January from +3.2% in December. The headline figure is expected to hold steady at +2.9% on an annualized
basis. Such readings could increase already elevated odds that the Federal Reserve will keep its policy rate
steady at its March meeting.

o Powell will provide monetary policy updates/testimony to Congress on Tuesday and Wednesday.

e Weather impacts could weigh on January retail sales (Friday).

o During the week, 78 S&P 500 companies are scheduled to report profit results for the previous quarter.
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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.
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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.

This market commentary is intended to provide perspective on how potential election outcomes may impact financial markets and
investments. These insights are not political statements from Ameriprise Financial, nor an endorsement of a particular candidate or
political party.

There are risks associated with fixed-income investments, including credit (issuer default) 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.

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 S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector.

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 (WT]I) is a grade of crude oil commonly used as a benchmark for oil prices. WTl is a light grade with low
density and sulfur content.

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.

The ADP National Employment Report is a monthly report of economic data that tracks the level of nonfarm private employment in
the U.S. Automatic Data Processing Inc., the company that issues the report, handles payroll for about one -fifth of all privately-
employed individuals in the U.S.


https://www.investopedia.com/terms/n/nonfarmpayroll.asp

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.

The GDPNow forecasting model provides a "nowcast" of the official GDP estimate prior to its release by estimating GDP growth using
a methodology similar to the one used by the U.S. Bureau of Economic Analysis. GDPNow is not an official forecast of the Atlanta Fed.
It is best viewed as a running estimate of real GDP growth based on available economic data for the current measured quarter. There
are no subjective adjustments made to GDPNow—the estimate is based solely on the mathematical results of the model.

University of Michigan Consumer Sentiment Survey is a rotating panel survey based on a nationally representative sample of
households in the U.S. that measures how consumers feel about the economy, personal finances, business conditions, and buying
conditions.

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.


https://www.investopedia.com/terms/i/institute-for-supply-management.asp

