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Summary:
Equities advanced last week (S&P 500 +1.89%) for the third week in a row. The S&P 500 is less than 1% away from its all-time high.
Earnings season is almost complete, with another week of mostly good news. Best sectors were utilities (+4.13%), financials (+3.12%), and
materials (+2.60%); underperformers included consumer discretionary (+0.18%), energy (+1.42%), and technology (+1.46%).

Key takeaways:
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10.

The Q1 Fed'’s Senior Loan Officer Opinion Survey (SLOOS) indicated a_
continued tightening of lending standards for C&l loans.

Economic activity is very bifurcated. Middle/high-income consumers

are sanguine, but low-income confidence is recessionary. Small-business
confidence is recessionary. These observations are probably not consistent
with a soft landing.

Looking into details of the monthly employment report: Temporary jobs
are falling, manufacturing jobs have been flat for roughly a year, and even

information jobs are moving lower.

Initial unemployment claims rose from 209,000 to 231,000. Following last
week’s somewhat soft monthly payroll report, some questions about economic
slowdown need to be asked.

We continue to see 10-year vields trending sideways in a broad trading range
bound by the inflation data on the upside (5.0% yield high of October 2023)

and the employment data on the downside (3.8% yield low of December 2023).

With over 80% of S&P 500 companies reporting earnings, 59% of companies
are exceeding revenue estimates, and 77% are exceeding EPS estimates.

In Q1. first quarter net income growth for the Magnificent 7 was 49% and -9%
for the S&P 500 ex the Mag 7. Similar results are expected for Q2 (+26% vs.
-1%). Beyond that, estimates are similar for both sets.

Double-digit earnings growth for both this year and next certainly suggests
expectations are high. We are dubious. (We note that U.S. earnings growth has
not achieved two years of double-digit growth except when climbing out of a
recession.)

The S&P GSCI commodity index has returned 8% year-to-date. Despite weak
Chinese demand, accelerating global growth and improving investor sentiment
are the contributing factors.

Some hoped the so-called great generational wealth transfer would be a
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panacea for millennials, and the economy more broadly. The reality is that inheritances are very highly concentrated, and for many

people, primarily residential real estate.



Is the U.S. weakening as the rest of the world improves?
The global economic expansion is slowly improving, led by the resilience of the
still-strong U.S. economy, an improving trade backdrop, and the ongoing positive
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Conclusion:

The global economy is slowly improving, led by the still-strong U.S. Periods of a calm bond market will continue to promote risk-on phases
as the global corporate earnings backdrop remains supportive. The glacial rotation from the U.S. to select non-U.S. equity markets is
expected to persist, as positive absolute corporate earnings trends will progress into positive relative earnings performance.

Data from Bloomberg, as of 5/10/2024.
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