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“Should economic and profit
growth continue to stay positive
in the second half, we see a
path higher for U.S. major stock
averages, possibly including
broader participation, which was
lacking in the first half of the
year.”
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A Look At What Drove Markets In the First Half of
the Year

The S&P 500 Index (+3.6%) and NASDAQ Composite (+6.0%) closed June
higher for the second straight month, notching their fifth monthly gain for 2024.
Solid June gains in NVIDIA (+12.6%) and Apple (+9.6%) helped drive both
indexes higher in the final month of the first half of the year. In the middle of
June, NVIDIA surpassed Microsoft as the most valuable company on the planet.
However, shares of the artificial intelligence chip maker quickly slumped by over
15% amid concerns its valuation had become stretched and the trade had
become too crowded. Yet, by the end of the month, shares had recovered some
of the lost ground as investors used the opportunity to buy shares.

Importantly, the general momentum for stocks was higher in June and through
much of the second quarter. As a result, by the end of the month, stock volatility
had reached some of its lowest levels going back to January 2020. From a
quarterly perspective, the S&P 500 closed out its third consecutive quarter of
gains, finishing higher by +4.3% in Q2. Over the last three quarters, the Index is
higher by over +27%, seeing its strongest three-quarter run since the second
quarter of 2021. Notably, the S&P 500 is higher in six of the last seven quarters.

As the second half of the year begins, concentrated stock returns, low volatility,
and minimal trading volume leave the door open to increasing risk for stock
prices should the soft-landing narrative see some unexpected turbulence
through year-end. That said, fundamental conditions remain on firm footing, in
our view. Should economic and profit growth continue to stay positive in the
second half, we see a path higher for U.S. major stock averages, possibly
including broader participation, which was lacking in the first half of the year.

Last week in review

e The S&P 500 ended at 5,460 after briefly touching 5,523 on Friday and
hitting a new all-time intraday high.

e The core Personal Consumption Expenditures Price Index (the Federal
Reserve’s preferred inflation measure) fell in May to its lowest level since
March 2021. Several more months of cooling PCE prints will likely be needed
to keep a September Federal Reserve rate cut on the table.

e May personal spending growth came in a bit weaker than expected, while
personal income was a tad higher than forecast.

e June Consumer Confidence came in largely as expected, with one-year
ahead inflation expectations ticking down slightly.

¢ President Biden’s poor debate performance on Thursday increased
uncertainty about his ability to perform the rigorous duties of the U.S.
Presidency over the next four years.

The first half in review

Despite a narrowing rally in the second quarter, major U.S. stock averages
finished the first half of the year broadly higher. Equity returns, at least for the
S&P 500 Index and NASDAQ Composite, rivaled first half returns seen in the
late 1990s. Yet nearly 60% of the S&P 500’s return in the first six months of the
year can be attributed to just five mega-cap stocks (i.e., NVIDIA, Microsoft, Meta
Platforms, Amazon, and Apple). In fact, that concentration of leading stocks has



narrowed over recent months, with NVIDIA, Apple, and Microsoft driving 90% of the S&P 500’s return in the second
quarter.

Outside of clear, visible, and secular profit trends across a handful of companies, elevated interest rates, lingering
services inflation, slowing growth concerns, and a Federal Reserve on pause have kept a lid on how high the rest of the
market has been able to rise given current valuation levels. For instance, the S&P 500’s trailing price-to-earnings ratio
ended the second quarter 44% above its 20-year average, mostly driven by mega-cap Technology stocks.

Below is a bulleted view of the key market and economic factors that have driven markets so far this year:

o The S&P 500 Index rose +15.3% in the first six months of the year, and the NASDAQ Composite rose +18.6%. An
artificial intelligence boom helped drive a select group of Technology stocks higher in the first half, leading to +25%
plus gains across Information Technology and Communication Services. Nevertheless, ten of eleven S&P 500 sectors
finished the first half with gains. Real Estate was the sole S&P 500 sector to finish lower.

e The Dow Jones Industrials Average (+4.8%) and Russell 2000 Index (+1.7%) trailed significantly, as mixed economic
and consumer trends and elevated interest rates weighed on sentiment.

e The 10-year U.S. Treasury yield increased 48 basis points in the first half to finish at 4.37%. Performance across
major bond indexes was mixed. Falling expectations for the number of Federal Reserve rate cuts this year, and
growing concerns about U.S. debt and deficit spending kept fixed income volatility elevated.

e In the first quarter, the U.S. economy grew by +1.4%. The Atlanta Federal Reserve GDPNOW forecast suggests the
domestic economy grew by +2.2% in the second quarter. The longer-term U.S. growth average is around +2.0%.

e Consumer spending (roughly 70% of the U.S. economy) was resilient throughout the first half. However, lower-income
consumers continue to struggle under inflation pressures, while mid-to-higher-end consumers have become more
discerning about how and where they spend.

e The U.S. unemployment rate stood at 4.0% at the end of May, up from 3.7% at the end of December.

e The headline Consumer Price Index (CPI) flatlined on an annualized basis over the first five months of the year,
ending May at +3.3%. Nevertheless, core CPI (ex-food and energy) dropped from an annualized level of +3.9% at the
end of December to +3.4% by the end of May. Notably, May core CPI stood at its lowest level since August 2021. And
when shelter is excluded, CPI stood at +1.9% in May, its lowest level since May 2021. Bottom line: Inflation across
a host of measures showed slow but steady progress lower in the first half.

e S&P 500 earnings per share (EPS) grew by nearly +6.0% year-over-year in the first quarter, almost double what
analysts projected at the end of March. In the second quarter, S&P 500 EPS is expected to grow by over +8.0% year-
over-year. While earnings growth in the first quarter was largely concentrated across a handful of mega-cap
technology companies, an increasing number of companies and industries are expected to see positive profit growth
in the second quarter.

Gold rose nearly +13.0% in the first half, while West Texas Intermediate (WTI) crude jumped almost +14%.
The U.S. Dollar Index remained strong, with the dollar advancing +4.5% against a basket of developed world
currencies.

The week ahead

The second half of the year opens with key looks at manufacturing and services activity as well as an always important

nonfarm payrolls report for June. Trading volume should be rather light this week as markets will be closed on Thursday

for the Independence Day holiday.

e June ISM manufacturing activity is expected to improve over May’s level but remain in contraction. In addition, ISM
services activity likely remained in expansion last month but slowed versus May.

e Friday’s June nonfarm payrolls report is expected to show job gains of +180,000 and an unemployment rate of 4.0%.

e Updates on June construction spending, final reads on June PMI, a May JOLTS report, and FOMC minutes from the
last Federal Reserve meeting line the shortened holiday calendar.



Stock Market Recap

Total Returns LTM PE Yield %

Benchmark 5-Year 5-Year

Weekly MTD YTD Current Median Current Median
S&P 500 Index: 5,460 -0.1% 3.6% 15.3% 26.2 221 1.3 1.6
Dow Jones Industrial Average: 39,119 -0.1% 1.2% 4.8% 23.3 19.9 1.8 2.0
Russell 2000 Index: 5,089 1.3% -0.9% 1.7% 50.7 37.5 1.3 1.3
NASDAQ Composite: 17,733 0.3% 6.0% 18.6% 40.4 35.8 0.7 0.8
Best Performing Sector (weekly): Energy 2.7% -1.3% 10.9% 13.4 11.0 3.1 3.9
Worst Performing Sector (weekly): Materials -1.1% -3.0% 4.0% 25.6 18.5 1.9 1.9

Source: Factset. Data as of 06/28/2024

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

Total Returns Utilities I 9.4%
Benchmark
Weekly MTD YTD Health Care . 7.8%
Bloomberg U.S. Universal -0.6% 0.9% -0.3% _ Staples ~~ NEEM00%  Defensive
) . 0 Real Estate -2.4% 0 cyclical
H il clical
West Texas Intermediate (WTI) Oil: $81.52 1.0% 5.9% 13.4% Materials W 4.0% 4
Spot Gold: $2,326.72 0.2% 0.0% 12.8% Info Tech I 25.2%
U.S. Dollar Index: 105.87 0.1% 1.1% 4.5% Industrials - 7.8%
. © Bond Yiela Yield Chg Flnznclals I 10.2%
overnment Bond Yields I 10.9%
Weekly MTD YTD o nen
Discretionary Il 5.7%
2-year U.S. Treasury Yield: 4.71% -2bpschg | -16bpschg | 45bpschg  comm services I 26.7%
10-year U.S. Treasury Yield: 4.37% 12 bps chg | -12 bps chg | 48 bps chg -15% 5% 25% 45%
Source: Factset. Data as of 06/28/2024. bps = basis points Source: S&P Global, Factset. Data as of 06/28/2024

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 precious metals market is subject to substantial fluctuations including significant and rapid increases and decreases in value from

time to time. Investors must be able to assume the risk of such price fluctuations.

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.

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.

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.

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.

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

