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Key Takeaways:

U.S. equities stage impressive comeback.

Fed rate cuts almost fully priced in for December.

U.S. outperforms international equities.

Bonds rally; investors choose quality over yield.

Commodities still getting boost from gold.

W VERDENCE

Another Month With an Impressive Equity Turnaround!

The longest U.S. Government
shutdown in history came to an end
in November. Unfortunately, it did
little to stop the pullbackin U.S.
equities. The S&P 500 saw its first
pullback (drop of 5% or more) since
the near bear market decline after
Liberation Day. The tech heavy
NASDAQ and small cap U.S. equities
bore the brunt of the volatility, both
dropping almost 10% during the
month. Despite volatilty, as
measured by the VIX Index, rising to
the highest level since April, equities
saw a late month comeback to end
the month in positive territry. As
economic data resumed, it confirmed
a slowing economy and the odds of a
December rate cut surged. In this
Weekly Insights, we review the month
of November from an economic and
asset class perspective.

e Consumer on shaky ground:
Retail sales data for September
showed cautious consumers.
Super core retail sales (ex building
materials, autos, gas and food)
dropped for the first time in five
months. Consumer confidence as
measured by the Conference
Board showed that consumer
expectations are hovering near the
lowest level since 2013.
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e |nflation mixed: Core producer
prices rose at the slowest pace in
three months in September.
However, the prices paid
component in the ISM Services
Index rose to a three year high.

e Labor market soft: The U.S.
economy added 119K jobs in
September but the unemployment
rate rose to a four year high.

® Housing improving? Existing home
sales in October rose for the
second consecutive month and
homebuilder sentimentrose to a
seven month high.

Global Equities: U.S. stages a
comeback. Optimism around
earnings and another Fed rate cut
helped U.S. equities avoid the first
negative month since April.

e U.S. rally broadens: After a rocky
start, the S&P 500 posted its
seventh consecutive monthly rally.
However, value outperformed
growth at all market cap levels.

® |nternational lags: The MSCI AC
World Index (ex U.S.) posted its
first drop in four months. The S&P
500 outperformed the MSCI EAFE
for the third consecutive month.

Fixed income: Bonds rally on rate
cut hopes. The Bloomberg Aggregate
Index rose for the fourth consecutive
month as the futures market priced in
a December rate cut.

e Short term leads: The odds of a
December Fed rate cut rose to
~80%. As a result, short term bond
yields (2YR) fell near the lowest
level since 2022.

® Treasuries outperform: Credit
fears emerged and bond investors
chose Treasuries over credit.
Treasuries outperformed high yield
and emerging market bonds.

Commodities: Gold shines: The
Bloomberg Commodity Index rallied
for the fourth consecutive month.

e Gold has a choppy month:
Despite a nearly 10% drop from its
recent high, gold regained
momentum and posted its fourth
consecutive monthly gain.

® Energyrises: The Bloomberg
Energy Index rallied for the second
consecutive month as natural gas
prices surged on cold weather. Oil
prices fell for the fourth
consecutive month as supply glut
fears grew.
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Weekly Economic Recap -

Core wholesale prices, which excludes food
and energy, increased less than expected in
September (+0.1% vs. +0.2% MoM). Goods
prices contributed the most to the headline
advance, increasing at the fastest pace since
February 2024 (+0.9% MoM).

Consumer confidence, as tracked by the
Conference Board, fell to its lowest reading
since April (88.7) in November. Consumers'
expectations deteriorated, with pronounced
concerns over the state of the labor market.
Additionally, one-year ahead inflation
expectations increased to 4.8%, the highest
since August.

Home price growth slowed in September as
buyers remained on the sidelines amid
economic uncertainty. The S&P Cotality Case-
Shiller index slowed for the eighth straight
month. Tampa, Las Vegas and Charlotte home
prices fell the most.

Consumers slowed their pace of spending in
September as U.S. retail sales increased
0.2%, the lowest since April. Spending at
gasoline stations led the modest increase at
the headline level. The control group, which
excludes volatile categories, such as autos,
gasoline, and food services, decreased during
the month, the first time since April.

Pending sales of existing homes increased in
October as buyers took advantage of lower
mortgage rates, which hit a one-year low
during the month (~6.3%). Contract signings
increased the most in the Midwest, while
signings in the West declined for the second
straight month.
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Key Takeaways:

Core wholesale prices increase less than expected.
Consumer confidence falls to lowest since April.
Consumers pull back on spending.

Global equities rally as risk sentiment improves.

Bond yields fall as December rate cut expectations rise.
Precious metals lead commodities higher.

Weekly Market Recap -

Equities: The MSCI AC World Index was higher by the most since May as
dovish comments from Federal Reserve officials and weaker-than-
expected economic data reinforced calls for a December rate cut. AlLU.S.
averages were higher during the holiday-shortened trading week. Small-
caps, as tracked by the Russell 2000, were higher for the first time in five
weeks and by the most since November 2024. The tech-heavy Nasdaq was
higher by the most since May amid the risk-on sentiment.

Fixed Income: The Bloomberg Aggregate Index was higher for the second
consecutive week. Bond yields were lower as expectations for a
December Fed rate cutincreased. All sectors of fixed income were higher
with high yield corporate bonds gaining the most as risk sentiment
improved.

Commodities/FX: The Bloomberg Commodity Index was higher by the most
since June. Precious metals led performance as expectations of a
December Fed rate cut increased demand for the safe-haven asset. Silver
prices were higher by the most since July as a supply squeeze depleted
Chinese inventories to a 10-year low. Copper prices were higher by the
most since October supported by calls for a December Fed rate cut.
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Stocks Surge on Rate Cut Hopes
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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 positions. All indexes 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
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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
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