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While the last week has been eventful (Fed suggesting a delay in the first expected rate cut, credit challenges at regional banks,

volatility around earnings season, and a strong US jobs report), it did very little to disrupt the long-term narrative for

equities, which is: market momentum remains strong, the U.S. economy remains resilient, inflation is expected to continue to

moderate, and rate cuts are still expected to happen even if it's delayed. In the near-term, this continued tug-of-war between

the market

message and the economic/earnings message may cause brief periods of volatility. However, over the next 12-18 months, we

maintain a positive bias towards equities as the economy and earnings shift to be the dominate focus for investors.

We continue to see strong support for the recent momentum for equities including:

January Barometer: We hope the old adage “so goes January, so goes the year” holds true as it paints an optimistic picture
for equity returns for 2024. With the S&P 500 gaining 1.6% in January (and could have been stronger barring the sharp sell-
off during the final trading day), historically, odds have increased that full-year market returns are positive when January is
positive (since 1929, 79% of the time the market has been higher following a positive January). Moreover, this is also an
election year. Historically, election years, on their own, have been favorable for equity markets, but combined with the fact
that January was positive, this has occurred 11 times historically, with all eleven years seeing positive full-year returns.

Still Opportunity for Breadth to Broaden in 2024: Despite the past week seeing rotation back to the winners of 2023 (large
caps were strong while small-caps were weaker), we still see opportunities for breadth to broaden out as we go through
2024, which should be positive for active managers.

Earnings and the Economy Remain Resilient: For equities to see a durable move higher, the economy and earnings will
need to continue to improve long-term, and recent data suggests that the economy remains resilient. The strong non-farm
payrolls suggest that the labor market remains robust and ISM Services continue to point to expansion. Moreover, earnings
season remains strong with 75% of companies beating expectations by an average of 3.2%, albeit a deceleration from recent
trends, it is still suggestive that corporate profits can grow in 2024. And finally, the tax package has momentum as it was
easily able to pass the House (and now moves to the Senate). If approved, the potential impact to GDP growth, could help
stave off economic slowdown.

From a technical picture, momentum remains strong as the S&P 500 continues to glide through logical resistance levels. We see
the next potential level of resistance at 5014 and then 5085 with logical support at 4809 and 4710. However, with the S&P 500 up
over 20% from the October lows and RSI near overbought levels, we believe the market may be due for a breather in the near-

Equity Market
Indices

February 12th, 2024

Price Return
Year to Date 12 Months

Dow Jones Industrial Avg -4.4% -2.3%
S&P 500 3.9% 20.5%
S&P 500 (Equal-Weighted) -0.1% 3.7%
NASDAQ Composite 4.0% 31.3%
Russell 2000 -3.6% -0.2%
MSCI All-Cap World 1.9% 14.1%
MSCI Developed Markets -0.6% 6.7%
MSCI Emerging Markets -2.3% -1.4%
NYSE Alerian MLP 1.6% 13.4%
MSCI U.S. REIT -4.2% -6.0%
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term to digest some of the recent gains as it moves into a seasonally slower February timeframe. In the near-term, it may be
prudent to exercise some patience as some bearish divergences are beginning to emerge (such as: lower high in RSI for S&P 500
and NASDAQ 100, % of members trading above moving averages decelerating for the S&P 500 and NASDAQ 100, and narrowness
inthe leadership). For long-term investors, we would use any period of consolidation as a buying opportunity as we would expect
the draw down to be brief given the momentum we continue to see for equities.



Macro: US

Following the FOMC’s meeting, in which the expectation for a March rate cut was

repriced, the Fed, which has been data dependent, implied that it needs more
evidence that inflation is moving towards its 2% inflation target. This week, the
macro data appears to continues to give the Fed cover to hold rates steady for

now.

Non-farm payrolls surprised to the upside with 353K jobs added vs. the
consensus expectation of only 175K and ISM Services rebounded in January to
53.4, continuing to point towards resiliency of the economy. On the other hand,
we will continue to monitor inflation ahead of next week’s CPI (2/13) and PPI

(2/15) announcements. This week saw m/m hourly earnings for January increase
0.6% well ahead of the 0.3% expectation and ISM Services Prices paid of 64 vs.

the prior reading of 56.7.

Given the Fed’s desire for more evidence of moderating inflation (which we

believe is prudent to avoid the stop-and-go policy of the 1960’s) before a rate cut,

the delay does very little (other than near-term noise) to disrupt the long-term
outlook given the resiliency of the U.S. economy.

Event

Continuing Jobless Claims SA

Initial Claims SA

Unit Labor Costs SAAR Q/Q (Preliminary)
Productivity SAAR Q/Q (Preliminary)
Markit PMI Manufacturing SA (Final)
Construction Spending SA M/M

ISM Manufacturing SA

Hourly Earnings SA M/M (Preliminary)
Hourly Earnings Y/Y (Preliminary)
Average Workweek SA (Preliminary)
Nonfarm Payrolls SA

Private Nonfarm Payrolls
Unemployment Rate

Durable Orders SA M/M (Final)
Factory Orders SA M/M

Michigan Sentiment NSA (Final)
PMI Composite SA (Final)

Markit PMI Services SA (Final)

ISM Senvices Price SA

ISM Senices PMI SA

Source: FactSet
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Q4 Earnings Season Q4 2023 EPS Surprise

Q4 earnings season continues to provide upside to estimates, albeit a
deceleration from the strong EPS surprises over the last few quarters.
Overall, 75% of companies are beating expectations by an average of 83 70 64

3.2% (vs. the 5-year average of 77% and 8.4%, respectively). The sectors 32 739 59,y
seeing the strongest earnings surprises this quarter are Energy +13.7% [ | . . . . . B = =
and Consumer Discretionary +12.9%, while the challenges at the regional o S
banks are weighing on the Financials, which have seen a -14.5% negative

surprise to earnings for 4Q.

Since year-end, 2024 earnings have been revised lower by 0.5% while
2025 consensus estimates have stayed flat. While we maintain that
earnings are likely to be revised lower through the year (our base case is
$220-$230 in earnings vs. current consensus of $242.16), we still expect
earnings to see growth in 2024, which should be a nice tailwind for
equities.
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Technical: S&P 500
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Since the October low, momentum has
been strong for the S&P 500. Now with
the index up over 20%, we see it prudent
to exercise some patience in the short-
term as we move into a seasonally
weaker February time period and some
bearish divergences begin to form.
However, we would expect any short-
term pullbacks to remain brief as
momentum remains robust (logical
resistance levels have done very little to
slow down the rate of ascent as markets
moved higher over the last few months as
it was able to bounce off support and
break through the 200-DMA, 50-DMA and
prior high with relative ease).

We will be monitoring 5014 and 5085 as
the next potential level of resistance with
logical support at 4809 followed by 4710.

For long-term investors, we would use
any period of consolidation as a buying
opportunity as we would expect the
drawdown to be brief.



Fed Expectations

While a lot has been made of Chairman Powell's comments that effectively took a rate cut in March off the table following the latest FOMC meeting, we
believe the delay does little to shift the long-term narrative for equities. Despite the odds of a March cut being repriced, we still view rate cuts as a
“when, not if’ scenario, and the market implied expectations are still for nearly 5 rate cuts by the end of the year, which is consistent with the odds
before the FOMC meeting, and still ahead of the FOMC'’s official projection for rate cuts. Overall, we see the market taking the delay in rate cuts in
stride as volatility was spark initially by the comments, but the S&P 500 was able to quickly recover as momentum continued.
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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 opinions 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 for 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 fo a wide range of
investment products, including mutual funds, stocks, fixed income products, various altemative 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 Canadian Investment Regulatory Organization (CIRO) 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 securties.
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