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The Outlook for the US Economy Has Improved Substantially
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Is Economic Activity Slowing?

ISM Indices
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Federal Reserve Has Hiked Aggressively

Federal Reserve Historical Tightening Paths
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Higher — and Flatter — For Longer?
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Financial Conditions Remain Very Loose

Bloomberg Financial Conditions Index
Negative Value Indicates Tighter Financial Conditions
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Inflation Is Slowing...Albeit Slowly
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Normalizing: Labor Market Is Coming Closer Into Balance

Wage Growth and Voluntary Quits Rate

Wage Growth (year-over-year, left axis)
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Consumer Expenditures Remain Strong

Personal Consumption Expenditures
(SAAR, S) % Change - Year to Year
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Normalizing: Household Savings Have Come Back to Earth

Cumulative "Excess Savings"
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The Misery Index Is Below Historical Averages

Misery Index

(CPI Inflation Rate + Unemployment Rate)

Average, last 40 years
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Limited Supply Has Supported Housing Starts, Depressed Resales

US Housing Starts US Existing Home Sales
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Global Markets Year-to-Date

Total Return by Asset Class
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Source: Bloomberg. Note: Left chart data represents Russell 3000, MSCI EAFE, MSCI EM, Bloomberg Aggregate Bond, Bloomberg Municipal Bond. Right chart data represents Russell Top 200, Russell Midcap, and Russell 2000.



Stocks Have Rallied Sharply; Rally Broadening Recently

S&P 500: Year-to-Date

S&P 500 Index Through 5/20/24
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Largest Stocks Are Driving the Stock Market
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Source: Strategas

Contribution of Top 10 Largest Stocks to Total S&P 500 Performance*
Top 10 Share of S&P 500 Performance (left axis)
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Market Valuation Below Extremes but Above Average

S&P 500 Next Twelve Months Price-to-Earnings Ratio
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P/E Ratios Suggest There is Room For Broadening

Cap. Weight Price-to-Forward Earnings
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Partisan Strategies Require Staying Uninvested For Long Periods

Growth of $10,000 Invested in the S&P 500 Since 1953
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Corporate Earnings

= 2024 estimated growthis 11.1% or
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S&P 500 Price Target

Next Twelve-Month S&P 500 Price Target
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US Treasury Yield Curve Remains Inverted

US Treasury Yield Curve
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Bond Yields Remain Elevated Versus Recent History
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The US Fiscal Situation Has Deteriorated Materially

US Federal Budget Deficit
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Treasury Auction Sizes Have Been Growing

Monthly Treasury Issuance by Security Term
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Geopolitical Events: S&P 500 Returns

Stock Market Performance around Geopolitical Events

Time to Time to 12-

bottom recoverprior Sizeof 1-week 1-month 3-months 6-months months

(trading level (trading selloff from from from from from
Event Event date days) Days) (%) bottom bottom bottom bottom bottom
WW-II Germany annexes Czechoslovakia 3/15/1939 22 108 -20.5 2.3 8.3 8.5 23.2 18.9
WW-II Germany attacks France 5/9/1940 22 745 -25.8 11 10.9 17.1 18 9.2
WW:-II Pearl Harbor 12/7/1941 17 201 -10.8 11 6.5 -3.8 -1.1 15.3
N. Korea invades S. Korea 6/24/1950 17 43 -12.9 4.8 11.2 19.2 29.2 31.4
Suez Crisis 10/29/1956 17 131 -6.8 5.5 4.9 -1.4 6.2 -6
Berlin Wall Built 8/13/1961 25 18 -3.9 14 4.1 8 6.2 -14.6
Cuban missile crisis 10/14/1962 7 9 -6.6 5.7 15 22.7 30 36.5
Assassination of President Kennedy 11/22/1963 2 1 -2.8 5.2 6.7 11.5 16 23.9
Authorization of military in Vietnam 8/7/1964 15 36 -3.2 1.3 1.7 4.8 7.3 5.8
Six Day Israel Arab war 6/5/1967 20 40 -6.5 4.1 3.3 6.5 7.7 13
Assassination of Martin Luther King Jr 4/4/1968 2 2 -0.6 3.5 5.8 8.2 11.2 7.9
Israel Arab war/oil embargo 10/16/1973 27 1475 -17.1 1.5 7.3 5.6 -2 -28.2
President Nixon impeachment proceedings  2/6/1974 9 16 -6.6 1.8 9.1 0.9 -10.8 -13.3
Shah of Iran exiled 1/16/1979 9 34 -4.6 1.8 1.3 1.9 8.7 19.7
Iranian hostage crisis 11/4/1979 24 51 -10.2 3.5 7.7 16.4 7.3 29.3
Soviet invasion of Afghanistan 12/24/1979 12 6 -3.8 4.4 9.4 -2.9 11.6 29.6
Invasion of Grenada 10/25/1983 22 304 -6.3 2.2 2.1 -3.7 -0.8 4.3
Bombing of Libya 4/15/1986 20 7 -4.9 3.7 5.7 6.2 5 23.5
First Gulf War 10/2/1990 50 87 -15.9 3.5 6.2 6.7 27.8 29.1
President Clinton impeachment proceedings 12/19/1998 6 5 -3.9 5.4 6.2 13.4 13.4 23
Kosovo bombing 3/24/1999 4 9 -4.1 3.1 7.5 5.6 1.4 21
9/11 Attacks 9/11/2001 6 15 -11.6 7.8 11.1 18.5 19.4 -12.5
Iraq war 3/20/2003 7 16 -5.3 3.7 8 15.8 20 32.8
Arab spring (Egypt) 1/25/2011 2 3 -1.8 2.7 4 6.6 1.9 3.1
Intervention in Libya 3/19/2011 18 29 -6.4 3.2 5 0.9 -3.3 11.7
Ukraine conflict 3/1/2014 6 13 -2 14 -0.6 5.2 7.8 11.5
Intervention in Syria 9/22/2014 21 12 -7.4 4.7 9.5 8.4 13 9.1
Brexit Vote 6/23/2016 14 9 -5.6 5.1 8.3 8 13.4 20.9
Airstrike on Syrian Airbase 4/7/2017 32 16 -2.8 1.2 2.7 5.1 9.6 14.1
Russia-Ukraine War 2/24/2022 9 14 -1.3 2.3 7.8 -0.9 -3.2 -2.7
Israel-Hamas War 10/7/2023 - - - 0.5 1.4 9.4 20.3 -

)8 Median 16.0 16.0 -6.0 3.5 6.5 6.6 8.7 13.6

Average 15.5 115.2 -7.4 3.8 6.4 7.4 10.1 12.2

Source: Bloomberg, Deutsche Bank. Shaded events occurred around recessions
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