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Ending With Concern, But Opening With A Smile

Financial Markets
United States equity markets ended 2024 on a down note but rebounded to close out the first week of the year,
closing only slightly in the red.

Total Return (%)
Index Prior Week Year-to-Date 1-Year 2023 2024
S&P 500 -0.45 1.05 28.06 26.29 25.02
S&P 500 Equal Weighted -0.18 0.65 15.44 13.87 13.01
Dow Jones Industrial Average -0.60 0.46 14.16 16.18 14.99
NASDAQ Composite -0.49 1.62 35.44 44,64 29.57

As of market close Friday, 1/3/2025, Factset

Looking back on 2024, it was quite a remarkable year. In fact, it has been a remarkable two years for equity markets.
Investors have faced many obstacles over the course of the last couple of years, particularly in the world of politics.
However, a strong economy can cure a multitude of sins!

For much of the year, the most significant questions revolved around inflation, interest rates, and the Federal Reserve.
Chairman Powell and the Fed deserve a lot of credit for maintaining their calm and professional control.

Markets were helped by the election of a Speaker of the House on the first round of ballots. Speaker Mike Johnson is

not universally liked, but it was encouraging to see the vote conducted in a civil manner. We are hopeful that last
week’s vote signals a civil path for the year.

Yield Curve

Interest Rates for U.S. Treasury Securities by Maturity Date
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Economics

At the risk of sounding like a broken record, the economically developed Western economies are mostly doing fine.
As we have written recently, Germany is mired in an industrial malaise. This is a real problem because it is the
industrial hub of the European Union. So, as long as Germany is struggling, all of the E.U. will be held back. England
is also suffering from an economic slowdown, which is being compounded by political divisions. The United States
continues to be the leader of the global economy.

Tomorrow, the Bureau of Labor Statistics releases its Job Openings and Labor Turnover Survey (JOLTS), and on
Friday, they report on payrolls and the unemployment rate. Economists expect openings to decline slightly, payroll
growth to slow, and the unemployment rate to hold steady at 4.2%.

China is the poster child for a mismanaged economy. Interestingly, not too long ago, it was being hailed by some as
the poster child for the economy of the future! China has modernized by spending significant energy and resources to
develop a substantial industrial export base. Unfortunately, it largely ignored its domestic economy. China now
stands with a weak and indebted domestic population and a powerful export-oriented industrial base that must sell
below cost to clear the books, violating all of the trade rules it agreed to follow. Time will not heal all wounds for China
because of the rapid rise of other Asian competitors. The most obvious example is India, but there are also several
highly sophisticated small countries such as Vietnam and Malaysia.

We will have more to say about the potential for the United States as the incoming administration moves in.

Conclusion

While there will be many open questions until the new administration settles in, there are certain things we do feel
confident about. The United States remains the strongest economy in the economically developed world. We believe
there is a 0% probability that the U.S. dollar will lose its place as the world’s dominant currency. Both points argue that
the United States remains the place to be for investors.

China’s fate is not so sanguine. It will likely be a long and slow process before China recovers. China is complicated
to analyze because accurate information is not at the ready, and one questions motives.

Early indicators point to another positive year. While the year is unlikely to be as strong as 2023 or 2024,
expectations are for another positive year.

Credit Spreads

Investment Grade and High Yield Bond Yields Compared to Treasury Yields
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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. ©2025, 1919 Investment Counsel, LLC. MM-00001516

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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