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Weekly Market Guide
The S&P 500 has surged higher since late October, in conjunction with supportive economic data and lower bond yields.
Equities are overbought, and have stayed overbought, which bodes well for longer-term trends. But in the short-term, given " "
the degree of the market move and 10-year yield at support, the odds are high we have some give-back soon. We would look to Equ.lty [Rarkit FOCRIRS )
put money to work on weakness, and see opportunity in many areas of the market (particularly the lagging areas). Indices FEs ol sl R L2 boths
Dow Jones Industrial Avg 5.8% 2.1%
The market narrative has flip-flopped since late October- shifting from Fed expectations of “tighter for longer” to sgp 500 20.9% 16.4%
“potential cuts by March.” This has been a result of lower inflation and soft, but positive employment (with moderating wage 5 p 500 (Equal-Weighted) 7.3% 4.0%
growth). While the data and market mood are rosy at the moment, we still believe the lagged effects of high interest rates will  yaAspAQ Composite 38.9% 30.4%
weigh on the economy ahead. Leading economic indicators (such as tight bank lending, inverted yield curve, etc.) still suggest Ry ssell 2000 6.8% 3.4%
volatility may rear its head. MSCI All-Cap World 16.1% 12.8%
While economic weakness (and/or lower inflation) may allow the Fed to ease its stance on monetary policy over the next MSCI Developed Markets 10.3% 9.2%
year, we wonder if the market is shifting too far toward a dovish narrative at the moment. The market is currently pricing _MSCI Emerging Markets 2.1% 1.3%
in the possibility of a March rate cut (3 months away!?) and 5 cuts in 2024. As a result, bond yields have moved lower (i.e. the ~NYSE Alerian MLP 12.7% 13.8%
10-year yield is down to 4% and at long-term support). In order to push back on easing financial conditions (which have the  MSCI U.S. REIT 3.1% -1.1%
potential to unwind some of the progress being made on inflation), the Fed may ultimately talk or act tougher than the market S&P 500 Price Return  Sector
expects. Sectors Year to Date Weighting
In sum: We expect the road to be higher, but also bumpy for equities over the next 12 months. Sentiment has shown an inie rmati-on Technology 54 0% = .10
ability to swing rapidly- a consequence of high economic uncertainty, monthly government data (that comes with revisions), Cormnrivationsves. el 8%. 3%
and volatile Fed messaging. We wonder if sentiment is getting too rosy in the market’s straight-line upside of late, and expect Consumer Discretionary 36.9% 10.9%
some give-back soon. We would use weakness as opportunity, and are encouraged by signs of broader participation- a 5&P 500 20.9% -
welcome development in what has been the widest annual underperformance for the “average stock” vs. the S&P 500 index in  Industrials :: _1.-2' 0% 8.4%
15 years. Financials | 6.6% 13.0%
Materials | 6.3% 2.4%
Real Estate | 2.1% 2.3%
Health Care [ 21% 12.7%
Consumer Staples -4.1% 6.2%
Energy -8.4% 3.9%
Utilities -10.6% 2.4%

Source: FactSet



Inflation — Heading In The Right Direction

Inflation is heading in the right direction- to a degree that it can support stocks. Core CPI rose 0.28% m/m, and the 6-month average is a favorable
0.24%. This keeps the trajectory on a good path, as a 0.2% monthly pace would bring core CPI down to 2.7% y/y by next May. Additionally,
November core PPl was below expectations at 0.0% (vs. 0.2% estimate)- indicating that inflationary pressures should continue to abate. The Fed
wants to make sure that inflation comes down (and stays down), but the recent data provides encouragement that inflation is normalizing toward a
healthy, sustainable level. Over the next 12 months, we believe the market focus will shift from inflation to the macro.
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Technical: S&P 500

The S&P 500 has surged higher since late October, in conjunction with supportive economic data and lower bond yields. Equities are overbought, and
have stayed overbought, which bodes well for longer-term trends. But in the short-term, given the degree of the market move and 10-year yield at
support, the odds are high we have some give-back soon. Additionally, the straight-line higher has the equal-weighted S&P 500 index approaching the
upper end of its year-long sideways range, which may act as resistance. We would look to put money to work on weakness, and see opportunity in

many areas of the market (particularly the lagging areas).
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Fed Expectations Driving The Market

The market narrative has flip-flopped since late October- shifting from Fed
expectations of “tighter for longer” to “potential cuts by March.” This has
been a result of lower inflation and soft, but positive employment (with
moderating wage growth). While the data and market mood are rosy at the
moment, we still believe the lagged effects of high interest rates will weigh
on the economy and employment ahead. Leading economic indicators
(such as tight bank lending, inverted yield curve, etc.) still suggest some
economic weakness. And though that deterioration may allow the Fed to
ease its stance on monetary policy over the next year, we wonder if the
market is shifting too far toward a dovish narrative at the moment. The
market is currently pricing in the possibility of a March rate cut (3 months
away!?) and 5 cuts in 2024. As a result, bond yields have moved lower (i.e.
the 10-year yield is down to 4% and at long-term support). In order to push
back on easing financial conditions (which have the potential to unwind
some of the progress being made on inflation), the Fed may ultimately talk
or act tougher than the market expects.

US Financial Conditions

Financial conditions are
easing- will the Fed talk or
act tougher than the market

expects?
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Market Rotation

We note improved performance from many of the lagging areas lately. The banks are approaching a break-out in both absolute and relative price terms.

Additionally, real estate relative strength has changed shape recently- attempting to turn up from its consistent downtrend all year. For now it's a start,
and we need to see broader participation build sustainable strength over time. Nonetheless, signals like these are encouraging for a market that has
been so one-sided all year- and we believe rotation will provide opportunity over the next year.
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Disclaimer
1. The particulars contained herein were obtained from Raymond James we believe to be reliable but are not guaranteed by us and may be incomplete. The apinions expressed are based upon our analysis and interpretation of these
particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein.

2. The securities or sectors mentioned herein are not suitable for all investors and should not be considered advice. Please consult your investment advisor to verify whether this security or sector is suitable to you and to obtain the

information, including the risk factor completely.

3. Vered Wealth Management (Canada) Company Limited provides comprehensive investment services, including managed accounts and advisory services. We have access to a wide range of investment products, including mutual funds,
stocks, fixed income products, various alterative investment products and more. We offer registered and non-registered investment accounts, such as cash and margin accounts, corporate accounts, RRSPs & RRIFs, LIRAs & LIFs, RESPs

and TFSAs.

4. Vered Wealth Management (Canada) Company Limited is a member of the Investment Industry Regulatory Organization of Canada (IROC) and is registered in BC and ON. Vered is a member of the Canadian Investor Protection Fund
(CIPF).

5. The contents herein are not intended and shall not be constructed as a solicitation of customers or business in any jurisdiction in which Vered is not registered as a dealer in securities.
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