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Soft Market, Disappointing Debate

Financial Markets

Last week, investors lived through a lackluster market and a very disappointing presidential debate.
Anyone looking for entertainment or fireworks was sorely disappointed. The potential TV audience
must have recognized that in advance since the viewership was down significantly from previous
debates.

Completing a rousing first half of 2024, the market has taken a break for the last two weeks. The Dow
lost 0.08%, the S&P 500 lost 0.08%, while the NASDAQ gained 0.24%.

As investors consider what'’s in store for the second half of the year, they must consider whether or not
the Federal Reserve and Al enthusiasm will continue to drive the markets. The answer is that it is
unlikely. The Fed has made it clear that they would like to bring the Federal Funds Rate down, but they
are not going to risk another bout of inflation in order to do so. Concerning the other market driver, is
the infatuation with Al over? Absolutely not! We believe generative Al is still in its early stages and has
only just begun to work its way through the system. As engineers and other users start to work with it
more and more, basic industries will find productivity-enhancing uses. Investors should remember that
Al is a tool, not a product. Over time, it will facilitate many companies to become far more valuable
than they are now.

The Economy

Last week, we wrote that we would provide a review of the Congressional Budget Office’s (CBO)
Budget and Economic Outlook for the next 10 years. A few caveats—no one, including the authors,
expects any degree of accuracy. These are just starting points, and they are frequently adjusted.
These are not our projections, and any comments we provide in the future will be in hindsight. Why is
this important? These forecasts will be the reference point for legislators when drafting economic
policy.

Economic Growth: The CBO projects economic growth to slow from 3.1% in calendar year 2023 to 2%
in 2024 with higher unemployment and slightly lower inflation. The CBO expects the Fed to respond by
reducing interest rates starting in early 2025. Economic growth remains steady at 2% through 2025
then falls to 1.8 in 2026.

Inflation: The overall growth in prices is expected to slow slightly in 2024. The CBO sees the PCE
(Personal Consumption Expenditures Index) falling from 2.7% in 2024 to a level closely in line with the
Fed’s target of 2%, and then stabilizing.

Interest Rates: Short-term interest rates change little in 2024. The rate begins to fall in 2025 followed
by a fall in the ten-year in 2026.
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Thanks to the CBO for all the hard work. Readers can obtain the entire copy by writing the
Congressional Budget Office.

Readers must remember these are projections and are very fallible. It is interesting how closely the
CBO'’s forecast follows that of the International Monetary Fund (IMF). Interestingly, neither appears to
look at the micro level such as industrial changes and how Al may improve productivity. In any case,
we thought readers would enjoy seeing this.

Conclusion

We realize we may very well sound like a broken record, but our conclusion remains more or less the
same. The U.S. equity market looks expensive, particularly when investors focus on the few stocks
that are driving the market higher. So, what are investors looking for? On a very macro level, they
would like to see lower interest rates, a more accommodative Fed, and earnings growth broaden
beyond just a handful of companies. What are the odds? It certainly appears that the Fed would like to
ease at least once before the end of the year. If this should occur, it may be the tide that raises all
ships, and we could see an acceleration in earnings that drives the market higher. That could certainly
be what plays out, but there are also scenarios that could lead to a market correction. For example, if
earnings growth were to accelerate for the broader market, would this present a conflict for the Fed and
extend their higher-for-longer stance?

Yield Curve

Interest Rates for U.S. Treasury Securities by Maturity Date
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. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will
materialize.

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved.

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources
believed to be reliable, but not guaranteed.

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.
1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD
21202. ©2024, 1919 Investment Counsel, LLC. MM-00001148.

Il. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the
factors listed here as appropriate for the strategy’s objectives.

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.

lll. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio
shown here.
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