Equity
Indices

Dow Jones
S&P500
NASDAQ

MSCI - Europe
MSCI-Emerging
Bonds

2yr Treasury
10yr Treasury
10yr Municipal
U.S. Corporate
Commodities
Gold

Silver

Crude Oil (WTI)
Natural Gas
Currencies
CAD/USD
GBP/USD
USD/JPY
EUR/USD

INVESTMENT MANAGEMENT

i TRADITION

Economic and Market Review January 2024

January 31, 2024

YTD

Return
1.2%
1.6%
1.0%
2.6%

-3.1%

4.31%
3.95%
2.46%
5.11%

$2041.48/0z
$22.89/0z
$76.36/bbl

$2.26/MMBtu

$0.74

$1.27
¥146.74

$1.08

Overview

The S&P500 topped 4,900, with gains continuing to
be dominated by the top 7 mega-cap stocks. With
indices at all-time highs, earnings upsets could
introduce volatility into the market. A survey by
Deutsche Bank shows that analysts are cutting
earnings targets by as much as 1.9%. This is
indicative of a more pessimistic view as 2024 goes
on.

Many investors are currently pricing in an
aggressive Fed rate cut by March, implying a
better-than-soft-landing scenario. However, the US
Economy still struggles with sticky inflation and
persistently hot consumer spending.

The IEA expects global natural gas demand to
increase by 2.5% in 2024, compared to just 0.5%
in 2023. This will be driven by expected colder
normalized weather for 2024 compared to 2023
and the stabilization of the European economy.

Despite the latest OPEC+ price cuts, oil has

remained depressed in the first month of 2024. Falling inventories and geopolitical
uncertainties in the Middle East over the quarter ending March could provide upward

pressure on prices.
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The US Dollar is expected to remain strong for 2024. Despite slowing economic conditions
and consumer uncertainty domestically, the rest of the world is faring equally or worse.
As a result, the Dollar will remain heightened against its peers, which may have
geopolitical knock-on effects which we discuss in our article here.

Shipping Prices See Spike as Traffic Avoids Red Sea

Attacks by Houthi Rebels in Yemen on vessels in the Red Sea have forced many to take
longer routes or take on increased insurance premiums. The Freightos Baltic Index
(FBX), which measures the cost of shipping a 40-foot container, has increased 153%

since the last week of December. The number of transits through the Suez Canal has
decreased by 42% since early December.
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Freightos Baltic Index (FBX): Global Container Freight Index
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This will likely have trickle effects on the consumer, with 12% of oil and 30% of global
container traffic moving through the Suez area. Several European retailers have warned
that supply disruptions could cause a reduction in availability and an increase in prices.
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GDP Comes in Hot, but So Does Inflation
Real GDP increased at an annual rate of 3.3% in the quarter ending December 2023,
above the 2.0% estimate, with the biggest contributor to growth being Government
spending which is being financed by massive deficits. Future forecasts have a more
pessimistic view of real economic growth as consumer spending begins to take a hit.
Inflation remained sticky, with full CPI increasing 20 basis points to 3.3% and core CPI
decreasing to 3.9%.

GDP, change from previous quarter
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VELOCITY OF MONEY AND THE MONEY SUPPLY (M2)
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The M2 money supply - including savings, deposits of all types, and savings vehicles like
CDs with under 1 year to maturity — has declined by around $700 billion since the Fed
raised interest rates and began quantitative tightening. There still seems to be a long
way to go, given how sticky inflation has been.

Additionally, the velocity of money - the number of times a single dollar cycle
throughout the economy in a quarter — has been on the rise again. The velocity of
money has not recovered to its pre-COVID level despite high inflation levels. This low
velocity possibly indicates consumers' and businesses' reluctance to spend money or
money is still in excess compared to economic activity.
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Given how sticky inflation is, it is unlikely that the Fed will cut as dramatically as the
market is pricing in. The Fed ended 2023 with interest rates steady at 5.5%. The FOMC's
own members, the committee that decides monetary policy, expect interest rates to end
the year at a median rate of 5.1%. This signals only a minor rate cut by the end of the
year.

The Deficit Dilemma Continues

The Treasury Department released the first quarter borrowing plan, expecting to issue
$760 billion in debt during the March quarter. This is a down revision from the initial
$816 billion figure, which caused the S&P500 to jump and yields to fall.
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As we discussed in our video, this $760 billion for just the first quarter is mind-boggling,

with the deficit expected to end the September 2024 fiscal year at $2 Trillion. This will
bring the full federal debt to $35 Trillion by the end of the September 2024 fiscal year.
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Economists Split on 2024 Outlook

Economists remain largely split on the global economic outlook. Of surveyed economists,
56% expect a weakening global economy during the year, with 43% seeing the US
weaken and 77% seeing Europe weaken. More telling is that 87% of surveyed
economists see volatility in the global economy in 2024.

Looking at the year ahead, what are your expectations for the future condition of the
global economy?

B Much weaker Somewhat weaker M Unchanged M Somewhat stronger B Much stronger

5 |

Share of respondents (%)

Note: The numbers in the graphs may not add up to 100% because figures have been rounded up/down.

Source: Chief Economists Survey, November-December 2023

The Leading Economic Index remains depressed, indicating persistent weakness in many

sectors of the economy. Prolonged negative periods are historically an indicator of
recession.
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While consumer confidence is recovering and equity markets remain strong, non-
financial indicators paint a grim picture. Persistent weakness in private housing, a glut of
retail inventories, and a decrease in manufacturing hours have significantly depressed

the index.
The Conference Board Leading Economic Index® and Component Contributions (Percent)

LEI Change EX) = - -
. . 0.6 | —

Financial Components | : =
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Average Weekly Initial Claims, Unemp. Insurance* g 0.28
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Source: The Conference Board
* Inverted series; a negative change in this component makes a positive contribution.

** Statistical Imputation
LEl change might not equal sum of its contributions due to application of trend adjustment factor

Consumer Confidence Claws Back COVID-19 Losses

The Consumer Confidence Index has hit a two-year high, indicating a reduction in
consumer pessimism. The index measures the attitudes of consumers toward businesses
and the broader economy and strongly correlates to consumer expenditure.
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Present Situation and Expectations Index
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© 2024 The Conference Board. All rights reserved.

As an extension, the current financial situation survey indicates that consumer's
assessment of their family's financial situation was far more positive in January.

Family's Current Financial Situation
(Percent)
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While the number of expectations of being worse off has moderated, so too has the view
that things will improve in 6 months. This disparity indicates significant uncertainty on
behalf of consumers.

Family's Expected Financial Situation, Six Months Hence
(Percent)
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High consumer credit rates on everything from mortgages to credit cards have put
significant pressure on consumers.
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Disclaimer and Related Information

This article or video features Benjamin C. Halliburton, CFA or an investment idea(s) that
Mr. Halliburton or Tradition Investment Management, LLC (Tradition) may invest in. Mr.
Halliburton is the founder and owner of Tradition Investment Management, LLC, a
registered investment adviser. Tradition is doing business as (DBA) Building Benjamins
in the publishing, email, and website space. All material on the website should be
considered paid advertising by Tradition. This article is a financial publication and is
provided for educational purposes only. It is not an investment recommendation nor
investment advice. It does not take into account your personal circumstances and
whether this investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins or Tradition Investment Management LLC
responsible for any actions that you may take after reading this educational information.
Nothing from Building Benjamins should be considered personal investment advice.
Building Benjamins and Tradition Investment Management LLC, the website, emails,
interviews, social media pages, and other materials are published by Building Benjamins
and do not necessarily match the opinions of the individuals or companies published or
quoted herein. Investing, particularly stock or ETF investing, is risky and may result in
losses and sometimes loss of your entire investment. Stock investing has company-
specific operational risks like demand, competition, legal and regulatory, and broader
financial market risks like liquidity, economic cycle, and government policy. You may
lose money in any stock investment or other investments and are solely responsible for
those decisions.

Mr. Halliburton, Tradition Investment Management LLC, and/or the authors on this site
may or may not have positions in the securities discussed in this educational report.
Neither the author(s) nor Tradition Investment Management, LLC will knowingly trade
ahead of any customer buy or sell resulting from this information. The information
herein is shared as an educational endeavor. Mr. Halliburton, Tradition Investment
Management LLC, and/or the authors on this site may transact in the security discussed
at a later date, prior to, or without notification in this format. This is not investment
advice but only a discussion of select investments for educational purposes. Building
Benjamins is an investment website, blog, or newsletter, and the information contained
cannot be reproduced, copied, or redistributed without the prior written authorization of
Building Benjamins or Tradition Investment Management LLC. US copyright laws apply.
We rely on information from sources we believe reliable, including the companies
themselves, but cannot guarantee the accuracy of the information we provide. You rely
on this information at your own risk and are responsible for the verification of the data.
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