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“Stocks rallied higher on the
final day of the month following
data showing personal income
remaining largely static versus
month-ago levels, the Fed'’s
preferred inflation gauge coming
in line with expectations, and
spending trends cooling.”
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The Stock Market Sits At An Inflection Point

Stocks finished the shortened holiday week lower. The S&P 500 Index and
NASDAQ Composite snapped five-week winning streaks, while the Dow Jones
Industrials Average recorded its second straight week of losses. Much of
investors’ attention last week centered on the recent loss of stock momentum
despite the S&P 500 closing out May with its second-best month of the year and
rebounding from April’s losses.

Warmer-than-expected economic data, Fed speeches pointing to a higher-for-
longer policy stance, and still elevated services inflation have led to bond yields
creeping higher since the middle of last month. With the S&P 500 Index touching
new highs in May and recently tracing the psychologically significant 5,300 level,
stocks began to back off the level as the month wound down. By the end of the
month, only 36% of S&P 500 stocks were trading above their 50-day moving
average, not far off the same level seen at the end of April.

In our view, some of the recent weakness across equities late last month came
from the unexpected upward momentum across government bond yields. For
instance, while the 10-year U.S. Treasury yield finished May lower than where it
entered the month, it spent the back half of the month mostly moving higher.
Thus, major U.S. stock averages struggled to meaningfully move higher, given
the rate headwinds. While it's not the majority opinion across the market, some
continue to see a risk of persistent inflation, growing caution about the amount of
new Treasury auctions to fund debt and deficit spending, and the Federal
Reserve leaving its policy rate unchanged through 2024 as reasons government
bond yields should remain elevated.

These are certainly valid concerns, and investors shouldn’t dismiss their
influence on equity prices as we move through June. However, the stock
market’s reaction to a recent uptrend in rates should be taken in stride and
considered against the S&P 500 sitting less than 1.5% below an all-time high.
We believe firm economic conditions (e.g., Atlanta Fed Q2 GDPNOW is tracking
at +2.7%), Q2 S&P 500 profit growth expected to come in at above +9.0% year-
over-year, and an unemployment rate below 4.0% are notable reasons to remain
constructive on equities, despite the rate environment. And if rates remain
elevated this year and inflation takes longer than expected to move to the Fed’s
target, it’s likely because economic and profit growth is holding up better than
expected. All else equal, that’s not a bad environment for stocks.

Last week’s inflation measures

Speaking of inflation, last week’s April Personal Consumption Expenditures
(PCE) Price Index helped close out May on a high note. It showed that the
Federal Reserve’s preferred inflation measure remained mostly in line with the
market’s expectations. For example, core PCE (which excludes food and
energy) rose +2.8% year-over-year, coming in as expected and matching
March’s level. Notably, core PCE remained at its lowest level since March 2021.
And in the bad news is good news department, April personal spending
increased +0.2% month-over-month, below the +0.3% expected and well below
the +0.7% level seen in March.

Bottom line: Stocks rallied higher on the final day of the month following
data showing personal income remaining largely static versus month-ago



levels, the Fed’s preferred inflation gauge coming in line with expectations, and spending trends cooling.
Although we certainly wouldn’t make too much of last week’s data points on the economy, they did help reframe a
potential soft-landing scenario that needed a little data support. Consequently, stocks reacted positively.

What shaped markets in May?

In other key items that helped shape markets last month, Big Tech was a big driver of stock momentum, with NVIDIA
(+26.8%), Apple (+12.9%), Microsoft (+6.8%), and Alphabet (+6.0%) doing a lot of the heavy lifting in terms of returns.
NVIDIA’s strong profit update and outlook helped fuel excitement around the Al theme, which extended into areas outside
of Tech, including Utilities and Copper. Notably, when stripping out the Magnificent Seven from first quarter S&P 500
earnings per share (EPS) growth, Q1 S&P 500 EPS falls to a decline of 1.8% year-over-year from +6.0%. In our view, Big
Tech’s influence on earnings growth and, subsequently, return performance cannot be understated at the moment.
However, as the year moves forward, more S&P 500 companies, industries, and sectors are expected to contribute to
earnings growth.

In addition, Fed commentary and speeches leaned more hawkish in May, helping reduce the odds of a September fed
funds rate cut. ISM manufacturing and services activity weakened in April, while the most recent looks at consumer and
producer price inflation measures came in mostly in line with expectations but pointed to still elevated services inflation.
The labor market remained healthy, and consumers continued to spend (with some growing dispersion by income level).
Also, further evidence of disinflation traction in the economy and weakening confidence helped color the edges of the
macroeconomic narrative last month.

Finally, U.S. Treasury prices were firmer on the month as yields slipped, but as stated above, the back half of the month
saw yields climb, which created some headwinds for stocks. The U.S. Dollar Index declined for the fourth straight month,
Gold edged higher for the third consecutive month, and West Texas Intermediate (WTI) crude fell in May.

The week ahead

As the final month of the second quarter begins, the stock market sits at an inflection point, in our view. Investors will likely
need to balance themes that point to solid economic conditions with themes that point to slowing growth, narrow market
leadership, and a Federal Reserve that is highly likely to keep policy rates at elevated levels throughout the summer.

And with the second quarter earnings season weeks away, economic updates may play a more significant role in shaping
stock traffic versus the last month or so. Notably, updated looks at employment trends, inflation, and activity levels across
the economy over the next few months could help determine if the Fed even cuts rates in 2024.

Yet, as we move deeper into the year, we would argue that corporate profit growth and trends across consumer demand

are the key factors that will likely play large roles in driving stock momentum versus the current state of rates and inflation
being the main levers. Bottom line: Investors should remain cautiously optimistic about a Fed that is still hesitant

to cut rates throughout the summer months. As long as the economy is performing well, profit growth is on an upward
path, and consumers are working, stocks may look past a Fed willing to sit on the sidelines longer than most assumed at
the start of the year. In fact, we would suggest such a backdrop could help stocks grind higher, all else being equal.

This week, there will be a host of data points that should provide greater clarity on where the economy stands at the
moment. Notably, this week’s updates could provide crucial information to help shape the Fed’s Summary of Economic
Projections, which will be updated at next week’s policy meeting. May ISM manufacturing and services updates this week
should provide more color on economic activity. ISM manufacturing activity is expected to remain in contraction. In
contrast, services activity is expected to rebound back into expansion after unexpectedly falling into contraction in April
(the first monthly contraction since December 2022).

However, most of the economic focus this week will be on key employment updates, with the Job Openings and Labor
Turnover Survey (JOLTS) report released on Tuesday. Job openings are expected to fall to 8.36 million in April from 8.48
million in March. Notably, job openings in the U.S. are down nearly 30% from their March 2022 high of over 12 million. On
Wednesday, May ADP private payrolls are expected to also trend lower to +170,000 from +192,000 in April.



But all eyes will be on Friday’s May nonfarm payrolls report, with FactSet estimates showing jobs slightly increasing to
+180,000 last month from +175,000 in April. The unemployment rate is expected to hold steady at 3.9%. Job growth has
slowed from +315,000 in March and +236,000 in February. Notably, the unemployment rate has held below 4.0% since
February 2022. In the background, this week, construction spending, auto sales, durable orders, and looks at consumer
credit will be other items that help update the macroeconomic environment.

Stock Market Recap

Total Returns LTM PE Yield %
Benchmark Weekly MTD YTD Current I\?I-e\;ei:; Current I\?I-e\;?::m
S&P 500 Index: 5,278 -0.5% 5.0% 11.3% 25.4 21.9 1.3 1.6
Dow Jones Industrial Average: 38,686 -0.9% 2.6% 3.5% 23.1 19.8 1.9 2.0
Russell 2000 Index: 5,145 0.0% 5.0% 2.7% 50.7 36.9 1.3 1.3
NASDAQ Composite: 16,735 -1.1% 7.0% 11.8% 38.7 34.8 0.7 0.8
Best Performing Sector (weekly): Energy 2.0% -0.4% 12.4% 13.5 11.0 3.1 3.9
Worst Performing Sector (weekly): Info Tech -1.5% 10.1% 17.3% 37.9 30.0 0.7 0.9

Source: Factset. Data as of 05/31/2024

Bond/Commodity/Currency Recap YTD Total Returns by S&P 500 Sector
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Source: Factset. Data as of 05/31/2024. bps = basis points Source: S&P Global, Factset. Data as of 05/31/2024

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 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.

Personal consumption expenditures (PCE) are a measure of the outlays or how much consumers are spending. The PCE reading is
released monthly by the Bureau of Economic Analysis.

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.

JOLTS report is a monthly survey of U.S. job vacancies, hiring, and job separations released by the Bureau of Labor Statistics of the
U.S. Department of Labor.

The ADP National Employment Report is a monthly report of economic data that tracks nonfarm private employment in the U.S.

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. WTl is a light grade with low
density and sulfur content.

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.



