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Key Takeaways:

Reviewing some of the biggest market themes from 2024.

Fed delivers cuts later than anticipated.

Inflationary pressures remain stubborn.
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U.S. equity markets outperform global counterparts by most since 2021.

Gold hits a record high.

2024 Market Recap

Despite a mixed economic picture,
geopolitical tensions, stubborn
inflation and heightened equity
valuations, 2024 was another steller
year for global equities. The MSCI AC
World Index was higher by double-
digits for the second straight year,
and fifth time in the last six. However,
long-dated U.S. Treasury yields
climbed as the progress against
inflation stalled. Commodities were
supported by precious metals for the
second year in a row. In this weekly
insights, we provide a few market
themes we witnessed from an asset
class and economic perspective.

® Theme #1 - Fed delivers but not
as soon as expected: At the
beginning of 2024, the market
priced in 6-7 rate cuts in 2024
starting as early as 1Q24. The Fed
cut by a total of 100bps but they
did not cut until September 2024.

Theme #2 - Stubborn inflationary
pressures: Inflation remained
persistent throughout the year led
by services costs. Inflation as
tracked by the headline Consumer
Price Index even showed signs of
heating up as the year ended,
running at a ~2.7% annual pace up
from 2.4% in September 2024.
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Theme #3 - Consumer resiliency:

Despite stubborn inflation, rising
unemployment and higher interest
rates, consumers continued to
drive U.S. economic growth.

Theme #4 - Deficit worsens: The
outlook for the U.S. fiscal health
worsened in 2024. The U.S. fiscal
deficit is now ~7% of GDP and
according to the Congressional
Budget Office, it should stay near
that level for the next decade.

Theme #5 - Year of records; the
good and bad: The S&P 500, the
Dow Jones Industrial Average, the
Nasdagq, the MSCI AC World Index
and gold prices hit a record high.
However, credit card debt and
credit card rates hit a record high.

Theme #6 - U.S. dominance: U.S.
equity markets, as tracked by the
S&P 500 Index, outperformed the
MSCI AC World ex U.S. Index by
over 20% for the year.

Theme #7 - Mega-cap leads U.S.
equities: Mega-cap (especially
growth) carried U.S. equities in
2024. The “Magnificent 7” (i.e.,
Alphabet, Amazon, Apple, Meta,
Microsoft, Nvidia, and Tesla) all

posted at least double-digit
returns. Nvidia alone (~+170%) was
responsible for ~10% of the S&P
500’s return. This concentration
was seen with the S&P 500 Market
Cap Weighted Index outperforming
the S&P 500 Equal Weighted Index
by 1,200 bps. Lastly, the
“Magnificent 7” made up 95% of
the S&P 500 total return.

Theme #7 - Fixed income
displays weakness: The
Bloomberg Aggregate Index was
modestly higher in 2024. However,
duration made a difference as
long-term bonds declined due to
stubborn inflation. However, risk
appetite remained strong as seen
by the rally in high yield and
emerging market debt.

Theme #8 - Precious metals and
soft commodities lead
performance: The Bloomberg
Commodity Index rallied in 2024.
Drought conditions sent coffee
prices to a record high. Cocoa
prices hit a record on production
disruptions and adverse weather
conditions. Gold prices also hit a
record high on inflation
uncertainty, geopolitical tensions,
and fears of rising global debt.
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Weekly Economic Recap -

Pending home sales increased for the fourth
straight month to the highest level since
February 2023 despite higher borrowing costs.
The monthly advance was carried by sales in
the South, which contributed the most to the
headline advance.

Home prices as tracked by the S&P Case-
Shiller Index were higher in October, but the
pace of annual gains moderated from the
previous month (4.2% YoY vs. 4.6% YoY).
Home prices in New York, Chicago, and
Washington DC increased by the most.

Mortgage demand, as measured by mortgage
applications, ended the year falling sharply.
Total applications fell 13% from two weeks
ago, and were 17% lower than a year ago.
Applications to refinance a home, which are
the most sensitive to changes in interest rates,
fell 36% from two weeks ago.

US banking system reserves fell by the largest
weekly amount in more then two-and-a-half
years to less than $3 trillion. The decline was
attributed to banks paring balance sheet
intensive items, in order to prepare for the
potential for increased regulatory
requirements.

Manufacturing activity in the U.S. increased to
its highest level since March (49.3) according
to the ISM Manufacturing Index. The New
Orders Index posted its strongest reading
since May 2022 (52.4). The employment index
fell by the most since July as producers
reduced staffing levels at a faster pace.
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Key Takeaways:

Home sales increase despite higher borrowing costs.

Fed cash reserves fall by most in over two-and-a-half years.
Manufacturing activity increases, but still in contraction.
Global equities fall to start the new year.

Safest areas of fixed income outperform as yields remain flat.

Commodities higher led by oil and gold prices.

Weekly Market Recap -

Equities: The MSCI AC World Index was lower for the third time in the last
four weeks in a volatile start to the new year. In the U.S., large-cap growth
stocks led the weakness as technology and consumer discretionary
sectors underperformed. However, small cap stocks, as measured by the
Russell 2000 gained for the week as investors rotated out of sectors with
stretched multiples (e.g. large cap growth, technology).

Fixed Income: The Bloomberg Aggregate Index was relatively flat to start
the new year as Treasury yields were relatively unchanged given a muted
economic data week. Municipal bonds were the best sector of fixed
income, followed closely by high yield bonds.

Commodities/FX: The Bloomberg Commodity Index was higher for the
second straight week. Crude oil prices were higher for the second straight
week as investors expect more economic stimulus in China. Crude oil rose
to a three month high.

Manufacturing Activity Moving Higher
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Global Equities Weak to Start 2025
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Current 1IWK imMO0 3MO 1YR YTD
847 -0.5% -2.3% 0.8% 20.4% 0.7%
2,255 -0.9% -3.9% -6.6% 5.8% -0.3%
2,449 -1.2% -3.6% -8.6% 2.0% -0.6%
3,925 -0.6% -4.0% -2.8% 10.2% -0.2%
1,213 -0.4% -3.5% -5.6% 8.9% -0.3%
1,073 -0.8% -2.0% -8.3% 9.6% -0.1%
701 -1.0% -2.1% -8.6% 14.0% -0.3%

Current

238 0.4% 1.4% -2.6% 5.4% -0.2%
$74.2 5.1% 7.0% -0.2% 0.4% 2.5%
$2,640.2 0.8% 0.3% -0.5% 29.1% 0.6%
$407.4 0.4% -1.5% -10.9% 7.1% 1.3%
$529.3 -2.2% -3.3% -15.5% -19.7% -4.0%
109 0.9% 2.7% 6.3% 6.4% 0.4%
16.1 1.1% 21.3% -21.3% 14.9% -7.0%
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© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or p ositions. Allindexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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