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With 2024 and the fourth quarter (Q4) behind us, we decided to conduct a deep
dive into the key factors that shaped Q4 performance. We've highlighted what we
believe to be 10 of the key takeaways.

Equity Sector Q4 Asset Q4 Bond

2024 Class 2024 Sector
Consumer o Mid o
Discretionary 14.30% Growth 8.10% Bank Loans

N Foreign
Com.munlccmon 8.90% Large 210% Bonds
Services Growth
(Hedged)

. . o Russell o High-Yield
Financials 710% 3000 2.60% Corporates
Technology 4.80% S&P500  240% n;gh.' Yield

unis
S&P 500 2.40% Small 170% Munis

Growth

Q4
2024

25079

0.40¢

0.20°

-1109

-1.20¢



Small

Industrials -2.3 -1.10% EM Debt -1.50
Value
o Mid 1ane _
Energy 2.40% Value 1.80% TIPS 29C
Consumer Large Investment-
-3.30% -2.00% Grade -3.0C
Staples Value c
orporates
. o Emerging B o Bloomberg 210
Utilities 550% Markets 780% US. Agg 310
Real Estate 790% Large -810% us. 310
Foreign Treasuries
Healthcare -10.30% MBS -3.20
Materials 12.40% Preferred ~63C
Stocks
Foreign
Bonds -7.10¢
(Unhedged)

10 Takeaways From Q4

1. Dow, S&P, and Nasdaq Hit Record Highs: The Dow Jones Industrial Average
(Dow), the S&P 500, and the Nasdag Composite each hit all-time highs in Q4,
with the tech-heavy Nasdaq rising 6.4%, besting the S&P 500’s 2.4% increase
and the Dow’s modest 0.9% gain. The Nasdag’s impressive performance was
largely fueled by the continued strength of technology stocks, particularly
the Magnificent Seven and those involved in artificial intelligence (Al). The
robust performance of these indexes underscores the resilience and strength
of the broader market in 2024, powered by strong corporate earnings and
impressive economic growth.

2. Political Clarity: The 2024 U.S. presidential election provided much-needed
political clarity, as equities rallied following Donald Trump’s victory in early
November. The removal of election uncertainty, coupled with hopes for a



pro-business environment under the new administration, boosted investor
sentiment and contributed to market gains.

3. Fed Cuts Rates Twice: The Federal Reserve (Fed) implemented two 0.25% rate
cuts last quarter, aiming to support economic growth. However, a hawkish
stance in December tempered some of the enthusiasm, as concerns about
inflation and monetary policy persisted. The Fed's actions reflect its
balancing act between fostering economic growth and controlling inflation,
a dynamic that will continue to influence market movements and investor
sentiment.

4. Stellar Corporate Earnings: S&P 500 constituents reported third quarter (Q3)
earnings that came in higher than expected, with earnings growing by 5.8%
compared to the 4.3% consensus estimate. This marked the fifth consecutive
quarter of earnings growth, with 75% of companies exceeding earnings
estimates and only 61 of the 500 constituents reporting negative earnings
per share (EPS) guidance. This strong financial performance underscores the
resilience of U.S. corporations and their ability to navigate economic
challenges, providing a solid foundation for future growth.

5. Large Caps Regained Dominance: Large cap stocks regained dominance in
Q4 following a lackluster Q3, which was overshadowed by small caps’
impressive double-digit rally. In Q4, the Russell 1000 Index rose 2.8%, while the
Russell 2000 Small Cap Index edged out a modest 0.3% gain. Large cap
stocks significantly outperformed small caps over the year, reflecting their
superior earnings power, strong balance sheets, and stability. This trend
highlights the importance of company size and market position in driving
performance, particularly in uncertain economic environments.

6. Growth Continues to Shine: Growth stocks, particularly those with ties to Al,
continued to outperform their value stock peers, as the Russell 1000 Growth
Index gained 7.1%, while the Russell 1000 Value Index shed 2%. This trend was
driven by strong performances from big tech names and consumer
discretionary stocks. The preference for growth stocks reflects investor
optimism about future earnings potential and the transformative impact of
technological advancements.

7. Foreign Equities Retreated: Both developed and emerging markets equities
struggled in Q4, with the MSCI EAFE Index falling 8.1% and the MSCI Emerging
Markets Index declining 7.8%. Broadly, European and Pacific equities both
struggled in the fourth quarter, falling under pressure from tariff concerns
and political turmoil across both regions. In Europe, France faced a toppling
government and a new prime minister after a vote of no confidence for the
incumbent; while in Asia, South Korean President Yoon was impeached after
briefly declaring martial law. The struggling Chinese economy also remained



in play, as underwhelming economic data offset economic stimulus
enthusiasm.

8. Real Estate Stocks Reversed Course: After an impressive Q3, where the real
estate sector outpaced all other sectors, rising 17%, real estate stocks
dropped nearly 8%, aroughly 25% swing. The decline in real estate stocks
can be attributed to the potential higher-for-longer path of interest rates
following the Fed’s hawkish rhetoric at the December meeting.

9. Bonds Fell as Yields Marched Higher: Core bonds, as measured by the
Bloomberg U.S. Aggregate Bond Index, declined 3.1% in Q4, as Treasury yields
broadly rose. Despite the Fed's rate cuts, concerns about inflation and
monetary policy uncertainty drove yields higher, leading to a steepening of
the Treasury yield curve. This environment presents challenges for bond
investors, who must navigate the complexities of rising yields and potential
inflationary pressures while seeking stable returns.

10Commodities Edged Lower: The Bloomberg Commodities Index slid a
marginal 0.5% in Q4, following lackluster global demand for oil and a
marginal decline in gold prices. China's persistent economic slowdown,
characterized by sluggish construction, manufacturing, and consumer
activity, dampened oil consumption. Additionally, gold fell as a stronger
dollar pushed the price per bullion lower.

As 2025 begins, LPLs Strategic and Tactical Asset Allocation Committee (STAAC)
maintains its tactical neutral stance on equities, with a preference for the U.S. over
international and emerging markets, a slight tilt toward growth, and benchmark-
like exposure across the market capitalization spectrum. The Committee
recommends benchmark-level fixed income exposure, with an emphasis on
intermediate maturities, and an allocation to preferred securities. The STAAC also
recommends an underweight to cash and, for appropriate investors, an allocation
to diversifying liquid alternatives, specifically global macro and multi-strategy
funds.

As discussed in our Outlook 2025: Pragmatic Optimism, we expect stocks to move
modestly higher in 2025, while acknowledging reasonable upside and downside
scenarios. We cannot rule out the possibility of short-term weakness as sentiment
remains stretched and a lot of good news is priced into markets. Upside support
could come from economic growth, a supportive Fed, strong corporate profits,
and supportive policies from the Trump administration. The most likely downside
scenarios involve re-accelerating inflation, higher interest rates, and geopolitical
threats that do economic harm. If inflation re-accelerates, equities may need to
readjust to what could be a slower and shallower Fed rate-cutting cycle than
markets are currently pricing in.




IMPORTANT DISCLOSURES

This material is for general information only and is not intended to
provide specific advice or recommendations for any individual.
There is no assurance that the views or strategies discussed are
suitable for all investors. To determine which investment(s) may be
appropriate for you, please consult your financial professional prior
to investing.

Investing involves risks including possible loss of principal. No
investment strategy or risk management technique can guarantee
return or eliminate risk.

Indexes are unmanaged and cannot be invested into directly. Index
performance is not indicative of the performance of any investment
and does not reflect fees, expenses, or sales charges. All
performance referenced is historical and is no guarantee of future
results.

This material was prepared by LPL Financial, LLC. All information is
believed to be from reliable sources; however LPL Financial makes no
representation as to its completeness or accuracy.

Unless otherwise stated LPL Financial and the third party persons
and firms mentioned are not affiliates of each other and make no
representation with respect to each other. Any company names
noted herein are for educational purposes only and not an indication
of trading intent or a solicitation of their products or services.

Asset Class Disclosures —

International investing involves special risks such as currency
fluctuation and political instability and may not be suitable for all
investors. These risks are often heightened for investments in
emerging markets.

Bonds are subject to market and interest rate risk if sold prior to
maturity.

Municipal bonds are subject and market and interest rate risk and
potentially capital gains tax if sold prior to maturity. Interestincome
may be subject to the alternative minimum tax. Municipal bonds are
federally tax-free but other state and local taxes may apply.

Preferred stock dividends are paid at the discretion of the issuing
company. Preferred stocks are subject to interest rate and credit risk.
They may be subject to a call features.



Alternative investments may not be suitable for all investors and
involve special risks such as leveraging the investment, potential
adverse market forces, regulatory changes and potentially illiquidity.
The strategies employed in the management of alternative
investments may accelerate the velocity of potential losses.

Mortgage backed securities are subject to credit, default,
prepayment, extension, market and interest rate risk.

High yield/junk bonds (grade BB or below) are below investment
grade securities, and are subject to higher interest rate, credit, and
liquidity risks than those graded BBB and above. They generally
should be part of a diversified portfolio for sophisticated investors.

Precious metal investing involves greater fluctuation and potential
for losses.

The fast price swings of commodities will result in significant volatility
in an investor's holdings.

This research material has been prepared by LPL Financial LLC.
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