Monday, July 29, 2024

SUMMARY-

l. Tech stocks correct as value and small-caps continue to
benefit from rotation trade.

Il. Upside earnings surprises continue to favor cyclicals.

[l. Historical political developments have tightened race.

V. Political uncertainty and broadening market participation is
prompting heightened volatility for investors.

Good morning:

The S&P 500 and the NASDAQ retreated for the second week in a row amid
choppy trading while the Dow again moved in the opposite direction, recording its
fourth consecutive weekly gain. For the S&P 500 and the NASDAQ, modest rallies on
Monday and Friday weren’t enough to offset a sell-off on Wednesday. By week’s
end, the NASDAQ posted a -2.1% loss, the S&P 500 declined -0.8%, while the Dow
gained 0.8%. However, it was the small-cap Russell 2000 index that continued its
comeback adding 3.2% to lead equity averages. This marks the third straight week of
the relatively sudden sector rotation into value and small-cap stocks following the July

11% cooler than expected CPI report and the impending rate cuts that it portends.



S&P 500 Sector Returns, Month-to-date, July 2024
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The clear disparity in sector returns this month illustrated in the above
chart has been seen as overdue by many market historians. It has been
understandably frustrating to watch the stellar recent returns in much of the tech
and communications services sectors while so many other sectors lagged. The
outsized weighting the mega-cap tech stocks like the Magnificent Seven represent
in the S&P 500 have skewed the index’s return to closely align with that sector,
causing more properly diversified portfolios to appear as underperforming. This
month’s volatility and start of a correction in many Mag 7 names illustrates how
the S&P 500 index is not only far from fully diversified, but perhaps riskier than

perceived. Our SMART Portfolio strategies have fairly equal exposure to growth



and value styles, as well as large, mid, and small-cap equity categories. As such,
this month’s market results have enabled this allocation strategy, in addition to
our Dividend Growth and Equity Income strategies, to outperform the tech-heavy

market-cap-weighted averages.

As we near the midpoint of second-quarter earnings season with about
41% of S&P 500 companies having reported thus far, earnings are on track to
grow 9.7% year-over-year, above expectations for 9% growth at the end of the
first quarter. The largest upside earnings surprises are coming from sectors like
financials, energy, and health care, more so than technology and growth sectors.
In addition, looking ahead toward fourth-quarter earnings, not only is earnings
growth expected to be above 16%, but also the value and cyclical sectors are
expected to contribute more to this growth than the artificial intelligence (Al) and
technology sectors. This broadening of earnings growth is supportive of the
market rotation and the broadening of market leadership, a healthy component

to any bull market.

Increased market volatility has also accompanied several weeks of political
volatility in the wake of an attempted assassination of one candidate and the
forced removal of the other. After President Biden ended his reelection bid and
endorsed Vice President Harris last week, markets and political strategists alike
have had to reassess the current election season and its potential outcome. With
Kamala Harris appearing to now have the support from the majority of Democrat
party delegates to receive the nomination, she will soon name her running mate.
Although many of these developments have just occurred, current polling and

betting odds have already indicated a far closer race. Markets will be watching to



see if former President Trump’s lead narrows further as we approach next
month’s Democratic National Convention. Of course, any major legislative
changes may require the presidency in addition to both houses of Congress. For
this reason, markets generally favor divided government where significant and

potentially disruptive policy changes are less likely.

Predictit Odds: Who will win the 2024 U.S. Presidential Election?
The gap has narrowed between former Pres. Trump and VP Harris
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As we continue to point out, markets do not like uncertainty in general.
With a new injection of political uncertainty now having been administered with
only 100 or so days left until election day, investors should prepare for increased

levels of volatility. However, election year volatility is not uncommon. In fact,



history shows us that market volatility (as measured by the CBOE’s VIX index)
tends to increase ahead of election day, and then subside afterwards, regardless
of who is in power. This could be in part because some uncertainty is lifted after

the election is over, and markets can again focus on opportunities ahead.

Volatility index (VIX) tends to normalize after U.S. Election Day
(1992, 1996, 2000, 2004, 2008, 2012, 2016 elections)
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In addition to more quarterly earnings reports, this week will bring a U.S.
Federal Reserve policy meeting that concludes on Wednesday and a jobs report on

Friday. The Fed is widely expected to keep interest rates unchanged at this meeting



but may hint at future cuts. The jobs report will show how July’s jobs growth
compared with June’s bigger-than-expected gain of 206,000 jobs. It’s these key
positive economic fundamentals on the eve of a Fed easing cycle that should serve to
steady and propel our current bull market despite all the other noise and increasing

volatility.

Have a great week!

Mark and Jeff

Mark S. Loftus, CFP®
Managing Partner & Founder, LPWP
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Loftus & Preusser Wealth Partners is not a registered broker/dealer and is independent of Raymond
James Financial Services. Securities offered through Raymond James Financial Services, Inc., Member
FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors,
Inc.

DISCLAIMER:

If you no longer want to receive this Monday Outlook email, simply reply to this email with “REMOVE” or
“OPT OUT” in the subject line and we will remove you from our email list.

Opinions expressed in this email are those of the author and are not necessarily those of Raymond
James. The information contained in this report does not purport to be a complete description of the
securities, markets, or developments referred to in this material nor is it a recommendation.

The information has been obtained from sources considered to be reliable, but we do not guarantee that the
foregoing material is accurate or complete.

All investments are subject to risk regardless of strategy selected. Individual investor's results will

vary. Past performance does not guarantee future results. Forward looking data is subject to change at any
time and there is no assurance that projections will be realized. Diversification and strategic asset allocation
do not ensure a profit or protect against a loss.

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30
stocks of companies maintained and reviewed by the editors of the Wall Street Journal.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the
broad stock market.

The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system.

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000
Index, which represent approximately 8% of the total market capitalization of the Russell 3000 Index.

Investing in small cap stocks generally involves greater risks, and therefore, may not be appropriate for
every investor.

Investing in the energy sector involves special risks, including the potential adverse effects of state and
federal regulation and may not be suitable for all investors.

Raymond James makes a market in AAPL, AMZN, GOOGL, META, MSFT, NVDA, AND TSLA. This is not a
recommendation to purchase or sell the stocks of the companies mentioned.
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Keep in mind that individuals cannot invest directly in any index, and index performance does not include
transaction costs or other fees, which will affect actual investment performance. Individual investor's results
will vary.

Every investor's situation is unique, and you should consider your investment goals, risk tolerance and time
horizon before making any investment. Prior to making an investment decision, please consult with your
financial advisor about your individual situation. The foregoing information has been obtained from sources
considered to be reliable, but we do not guarantee that it is accurate or complete, it is not a statement of all
available data necessary for making an investment decision, and it does not constitute a recommendation.

This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.

Sector investments are companies engaged in business related to a specific sector. They are subject to
fierce competition and their products and services may be subject to rapid obsolescence. There are
additional risks associated with investing in an individual sector, including limited diversification.

Certified Financial Planner Board of Standards, Inc. (CFP Board) owns the certification marks CFP®,
CERTIFIED FINANCIAL PLANNER®, and CFP® (with plaque design) in the United States, which it
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