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U.S. AND EMERGING EQUITIES OUTPERFORMED
QUARTERLY TOTAL RETURNS
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NE Sources: MSCI, S&P, Russell, Bloomberg, JP Morgan, FactSet



THE S&P 500 HIT NEW ALL-TIME HIGHS
NUMBER OF RECORD HIGHS HIT IN FIRST 6 MONTHS OF YEAR
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FED PAUSES TEND TO BE FAVORABLE FOR STOCKS
THE S&P 500 DURING FED PAUSES
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Note: *2023 reflects data through 06/30/2024. Fed “pauses” reflect the length of time between the last Fed hike and the first Fed rate cut
Sources : Federal Reserve, S&P, FactSet
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U.S. EQUITIES HAVE A BREADTH PROBLEM
S&P 500 INDEX: % OF STOCKS OUTPERFORMING THE INDEX
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6



CAN EARNINGS SUPPORT EQUITY MOMENTUM?
S&P 500 RETURN DECOMPOSITION
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EARNINGS GROWTH IS MORE THAN THE MAG-6
S&P 500 NET INCOME GROWTH EXPECTATIONS
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SOME EM STOCKS HAVE BENEFITED FROM NVIDIA
YEAR-TO-DATE RETURNS
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INFLATION PRESSURES ARE SOFTENING
ANNUAL CHANGE IN THE U.S. CONSUMER PRICE INDEX
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RECENT DATA POINTS TO BROAD DISINFLATION
MONTHLY CORE SERVICES CONSUMER PRICE INDEX
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GOODS DEFLATION IS AN OUTLIER VERSUS HISTORY
ANNUAL CHANGE IN CPI GOODS LESS FOOD & ENERGY
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LABOR MARKET DATA IS SENDING MIXED SIGNALS
U.S. UNEMPLOYMENT: THE SAHM RULE
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LABOR SUPPLY-DEMAND IS IN BETTER BALANCE
U.S. LABOR MARKET SUPPLY VERSUS DEMAND
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IMMIGRATION HAS SUPPORTED LABOR SUPPLY
FOREIGN-BORN WORKERS ADDED TO THE LABOR FORCE
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RATE CUT EXPECTATIONS HAVE BEEN PUSHED OUT
FED FUNDS FUTURES EXPECTATIONS
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REAL YIELDS DROVE THE CURVE HIGHER IN Q2
QUARTERLY CHANGE IN THE U.S. YIELD CURVE
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TIPS REAL YIELDS REMAIN ATTRACTIVE
5-YEAR AND 10-YEAR U.S. TIPS REAL YIELDS

5%
4%
3%

2%

1% W'/\B M
0% - e -
1% V\\"J \\\NI/

-2%
2003 2006 2009 2012 2015 2018 2021 2024

5-Yr Real Rate —10-Yr Real Rate




MARKETS LIKE RATE CUTS FOLLOWING A “PAUSE"
MARKET RETURNS 1-YEAR FOLLOWING A FED RATE CUT
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Note: Chart reflects instances where the Federal Reserve cut interest rates following a Fed “pause”.
NE Sources: S&P, Russell, FactSet




A DIVIDED GOVERNMENT IS GOOD FOR MARKETS
AVERAGE ANNUAL S&P 500 RETURNS DURING ELECTION YEARS
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U.S. ELECTION SEASON KICKED OFF EARLY
2024 U.S. PRESIDENTIAL BETTING ODDS
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REPUBLICAN SWEEP INCREASINGLY LIKELY
FORECASTS FOR SENATE AND HOUSE PARTY CONTROL

U.S. Senate Control U.S. House of Representatives Control

100% 100%

80% —_— N M 80%
60% —_ M

40% 0% W

20% 20%

May 25, 2024 Jun 2 Jun 10 Jun 18 Jun 26 Jul 4 Jul 12 May 25, 2024 Jun 2 Jun 10 Jun 18 Jun 26 Jul 4 Jul 12

Democrat

Republican

NE Note: The Hill Decision Desk Forecast Model. Sources: The Hill, https://elections2024.thehill.com/forecast/2024/senate/

22


https://elections2024.thehill.com/forecast/2024/senate/

GOP CONTROL BRINGS BIGGER POLICY SHIFTS
KEY POLICY ITEMS THAT MAY IMPACT MARKET PRICING
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MARKETS ARE REACTING TO POLITICAL NEWS
COUNTRY EQUITY MARKET RETURNS
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CONCLUDING THOUGHTS

The health of the labor market will drive the speed the Fed moves to lower
rates in coming years

Mag-6 names are “priced for perfection” with future earnings growth
expectations set at a high hurdle

nllll

The 2024 global election “Supercycle” increases the likelihood of
geopolitical surprise for the market

We recommend adding a dedicated strategic policy target to U.S. TIPS to
capitalize on attractive real interest rates
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INFORMATION DISCLAIMER

Past performance is no guarantee of future results.

This report should not be considered customized investment advice. Please contact NEPC for advice specific to your
investment program.

The goal of this report is to provide a basis for monitoring financial markets. The opinions presented herein represent the
good faith views of NEPC as of the date of this report and are subject to change at any time.

Information on market indices was provided by sources external to NEPC. While NEPC has exercised reasonable professional
care in preparing this report, we cannot guarantee the accuracy of all source information contained within.

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit or protect
against losses.

This report is provided as a management aid for the client’s internal use only. This report may contain confidential or
proprietary information and may not be copied or redistributed to any party not legally entitled to receive it.

27






	Slide Number 1
	Today’s presenters
	U.S. and Emerging Equities outperformed
	The S&P 500 hit New All-time Highs
	Fed Pauses tend to be favorable for Stocks
	U.S. Equities Have a Breadth Problem
	Can earnings support equity momentum?
	Earnings Growth is more than the Mag-6
	Some EM Stocks Have benefited from NVIDIA
	Inflation Pressures are softening
	Recent data Points to broad disinflation
	Goods deflation Is an outlier versus history
	labor market Data is sending mixed signals
	Labor Supply-Demand is in better balance
	Immigration Has Supported Labor supply
	Rate cut expectations have been pushed out
	Real Yields Drove The Curve higher in Q2
	TIPS Real Yields remain attractive
	Markets like Rate Cuts following a “Pause”
	A Divided Government is Good For Markets
	U.S. Election Season Kicked Off Early
	Republican Sweep Increasingly Likely
	GOP Control Brings Bigger Policy Shifts
	Markets are reacting to Political News
	Concluding thoughts
	Slide Number 26
	Information Disclaimer
	Slide Number 28

