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The biggest October economic news came on the first of
November, when October’s jobs report showed a mere 12k jobs
created that month. While abysmal on the surface, we
recommend interpreting the jobs report with caution for three
reasons.

The easiest to quantify is the ongoing Boeing strike. While BLS
did not name names, they noted strike activity was responsible
for a detraction of -44k from “transportation equipment
manufacturing.”

Two hurricanes in rapid succession impacted the numbers as
well, though this is harder to directly quantify; BLS notes that
employment levels were impacted, though not the
unemployment rate (which suggests the modest drop in labor
participation was also storm related). Notably, the lowest
response rate since 1991 implies this report’s accuracy has also
been affected by a smaller sample size, setting up potential for
larger revisions in the next two months.

Finally, while BLS made no mention of a close presidential race,
recent business surveys have indicated companies are deferring
hiring and capital investment until after the election, when
fiscal policy will be more certain. This undoubtedly depressed
hiring as well.

In all three cases, October weakness can reasonably be expected
to reverse in coming months. The 112k in downward prior
revisions are a more concrete sign of softness, but for the most
part revised numbers aren’t worryingly weak, and in any event, a
moderation in labor demand was the Fed'’s intended outcome.
We expect the FOMC to look through this report.

The Q3 GDP report, while strong, was even stronger than it
looked. Headline was a solid +2.8%, but with detractions from
net trade and inventory drawdown, personal consumption was a

whopping +3.7%. Final sales to domestic purchasers was +3.5%,
and +3.2% ex-government. This was after excellent October
retail sales data, and the biggest uptick in consumer confidence
since May 2021. Most of the movement in the Confidence
Survey was driven by the “current situation” sub-index, and
confidence in job availability improving. Overall, growth looks
robust at the start of Q4.

Treasury indices posted their worst return in over two years in
October as yields surged. Positive economic data may have
been to blame, and the move aligns well with an upward move
in Bloomberg’s estimation of the long run neutral interest rate to
3.6%, which we see as far more reasonable than the pre-FOMC
meeting 2.9%. However, it also came at a time when betting
markets saw an increased likelihood of a Trump win. The “Trump
trade” this summer was higher yields as the Biden campaign
faltered. In 2016, while the post-election equity pop is well-
remembered, there was also a corresponding spike in Treasury
yields; yields could rise further should Trump win; this possibility
appears to be better priced in now than it was 8 years ago
although post-election yield volatility is likely regardless.

With both candidates likely to increase US deficits, in the long
term we see the curve steepening regardless of the winner. One
factor that could depress them in the medium term is,
paradoxically, the US hitting the debt ceiling on January 2.
Unable to issue new debt, the Treasury will spend out of their
General Account, which since the beginning of QE is held at the
Fed outside of the depository system. This technically
represents an influx of fresh liquidity into the US banking
system. With estimates of the start-of-year TGA balance nearly
$700 billion, adequate to fund operations through August, this
could be a tailwind in the first half of 2025.

85
80
75
70
65
60
55
50
45
40

Source:

Employment Survey Response Rate Lowest Since 1991
in Hurricane Impacted October

I
N
>

1/1/15
7/1/15
1/1/16
7/1/16
1/1/17
7/1/17
1/1/18
7/1/18
1/1/19
7/1/19
1/1/20
7/1/20
1/1/21
7/1/21
1/1/22
7/1/22
1/1/23
7/1/23
1/1/24
7/1/24

Bureau of Labor Statistics

Repeat of 2016 10Yr Treasury Move Less Likely,
Partially Priced in for 2024 (%)

2.7

1.5

8/31/2016

11/9/2016,
2.06%

11/8/2016,
1.85%

9/30/2016 10/31/2016 11/30/2016

Source: Bloomberg

JA APPLETON
. PARTNERS, INC.




APPLETON REVIEW AND OUTLOOK
NOVEMBER 2024

PRIVATE CLIENT SERVICES

EQUITY NEWS AND NOTES

A LOOK AT THE MARKETS

* Stocks were lower in October as each of the major US equity
averages closed with modest losses. Although the S&P 500 has
been up in 10 of the prior 12 months, the index finished -1.0%
lower last month to snap a 5-month winning streak. Despite the
setback, a +19.6% YTD price return is the best election year
performance through October since 1936. The Nasdaq
outperformed but still closed lower (-0.5%), while the DJIA
(-1.3%) and Russell 2000 (-1.5%) lagged. Sector performance was
mixed with Financials, Communication Services, and Energy the
only sectors to close higher. Underperformers included a mix of
defensives and cyclicals as breadth narrowed with the equal-
weighted S&P 500 trailing the market-cap weighted index by
0.61%.

* One of the stiffest headwinds for equities in October was a
backup in yields as the 10Yr UST had its worst month since
September 2022. The MOVE Index, the bond market’s version of
the VIX Index, ended the month at a 52-week high. The rise in
yields was attributed to the potential for a Republican victory
and the likely subsequent deficit and tariff implications. There
was also a hawkish repricing of Fed odds as the market viewed
fewer rate cuts going forward given better-than-feared
economic data. As we’ve noted in this space before, equities can
deal with the absolute level of yields, it's the speed of the
move that causes angst.

* Volatility has picked up as the election approaches, which isn’t
surprising. The VIX currently sits well above its 2024 average of
15.5 at 22.1. A reading above 22 is high even for an election
year, which have averaged pre-election day readings of 18.6
since 1990. But looking at the price movement of the S&P 500
tells a different story as the average daily range was only 0.79%
in October, well below the 1.73% election year October average.
In fact, this would be the second tightest trading range for the
index for an October of an election year since 1950. If we look at
credit spreads, they also do not show signs of stress. Taken
together, this indicates that what we are seeing with the VIX is

likely traders positioning portfolios using options rather than
fundamental fears. Looking ahead, we would expect to see
these trades unwind post-election.

The Q3 earnings season is underway with 70% of S&P 500
companies having reported. Results have been mixed, but good
enough overall to support the market. Beat rates for earnings
(75%) and sales (60%) are both slightly below recent averages, as
are the margins on those beats at 4.6% and 1.1%, respectively.
However, we have still seen the blended earnings growth rate
improve to +5.1% from a 9/30 estimate of +4.3%. Should this
growth rate stand, it would mark the 5t straight quarter of YoY
growth. A notable topic on recent earnings calls has been the
election, specifically a slowdown or pause in activity given the
uncertainty of the outcome. It stands to reason that we could
see an acceleration in activity once the winner is known,
regardless of party. The 2025 earnings growth rate currently
stands at +15.1%, but history shows that initial estimates are
often cut as the calendar turns. Given the market is trading at
an elevated 21.3x forward P/E, 2025 estimates bear close
scrutiny.

November has historically begun a strong 6-month period for the
S&P 500 and gains over the remainder of the year have also
tended to be above average. Since 1990, the median gain over
the final 2 months has been +3.3% with positive returns 25 out
of 34 times. In election years, performance has tended to be
even stronger with a median gain of +3.9% and gains six out of
eight times.

The bull case continues to lean on the consumer holding up well,
no recession, sustained corporate earnings growth, easier
monetary policy, Al optimism, ample liquidity, and benign credit
conditions. Valuations are full so we’ll have to see how much of
this is priced in, but we could see a resumption of the upward
trend once the political overhang is removed.

One of the Least Volatile Election Year Octobers:
S&P 500 Intraday Range in October of Election Years (1970 -
Present)
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The Best Six Months of the Year Are Here:
Various S&P 500 Index 6 Month Returns

Nov-Apr 7.1% 77%
Oct-Mar 6.7% 70.30%
Dec-May 5.4% 71.60%
July-Dec 4.8% 71.60%
Sep-Feb 4.7% 68.90%
Aug-lan 4.5% 70.30%
Mar-Aug 4.4% 72.00%
Feb-July 4.4% 72.00%
Jan-June 4.3% 68.90%
June-Nov 3.4% 67.60%
Apr-Sept 2.7% 65.30%
May-Oct 1% 6490%

Source: Carson Group, FactSet, 10/27/2024 (1950-present)
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FROM THE TRADING DESK

MUNICIPAL MARKETS

* The first week of November could be a roller coaster for near-term low of just $3.7 billion given that very limited new
municipal investors. All eyes will be on the Presidential election supply is forthcoming this week and next. Once the market
followed by the November Fed meeting on Wednesday and digests the election results, as well as a likely Fed Funds rate
Thursday. The Fed meeting was adjusted from the typical cut, we expect issuance to return.

Tuesday and Wednesday schedule due to the election. The Fed

will release its Fed Funds rate decision on Thursday and CME MMD AAA Municipal Yields
FedWatch futures currently point to a near certainty of a 0.25%

decrease. 3.2

* Over the course of the month, municipal yields moved higher
in close to a parallel shift. The 2-year AAA bond was up by 39 3
bps and 10-year yields increased by 42 bps. This felt like a buying
opportunity for many investors looking for yield and demand has
remained robust. Given that Treasury yields also moved higher in

2.6
October, the 10-year AAA Muni/UST ratio remained stable on a
month-to-month basis at about 69%. We expect ratios to remain  , 4 \
in this range for the foreseeable future, despite it being below

long-term averages. 2.2

2.8

* Supply continues to be robust, as it has been throughout the

year. According to BofA Securities, YTD issuance is 38% above 2

last year. Bloomberg data reports that October issuance was the 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

highest of the year by a significant margin at $66.2 billion, a e 0/30/2024 e 11/1/20241

function in part of issuers getting ahead of potential election

volatility. The Bond Buyer 30-Day Visible Supply indicator is at a

Source: MMD

* US Treasury yields moved significantly higher in October and consensus for November is roughly $70 billion, which doesn't

the shape of the curve flattened, erasing what had been a come close to filling the gap of an estimated $100 billion in

sizeable trough between very short maturities and the monthly redemptions, a technical factor that should be

intermediate part of the yield curve. As the month began, the supportive of I1G credit. We expect sluggish new supply to

inversion between 1Yr and 10Yr USTs was -24bps, yet that same continue over the balance of 2024.

range closed October with a positive 1bp differential as short

yields fell slightly, and intermediate yields moved higher on

stronger economic data. The lowest yielding points along the US Corporate Bond Issuance: W 2023

curve this year have continuously been the 3Yr to 5Yr range and Investment Grade (Sbillions) W 2024

last month’s sell off drove up 5Yr UST yields 60bps to the highest

level since July 2024. 250
* While UST yields rose, putting pressure on fixed income
performance, Investment Grade credit spreads remained 200
incredibly resilient. The 80bps OAS recorded on October 17th
was the lowest so far this year and since August 2021. The lowest 150
point in the last 10 years was a 53bps print back in March 1997.
While we do not expect credit spreads to fall to those very tight 100
levels anytime soon, we feel they will be range-bound over the
near term with demand remaining exceptionally strong. 50
* The primary market continues to be supported by eager I
investors looking to lock in higher yields for longer. This month’s 0 I
$97.5 billion of issuance beat the market consensus of $97 & Qe D o ° S & EE

billion, although this was the first time this year that monthly PRI
issuance failed to exceed $100 billion. November issuance is also Y@

projected to be slower than usual due to the Presidential

election and the Fed Funds rate announcement. Market Source: Bloomberg
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FINANCIAL PLANNING PERSPECTIVES

YEAR-END TAX PLANNING CHECKLIST

As the end of 2024 draws closer, we encourage clients to consider several tax planning strategies. Here are a few items that you may wish
to discuss with your Portfolio Manager.

GIFTING » The annual gift tax limit is $18,000 for 2024. For a married couple, each of whom can give $18,000, the total is

$36,000. This is the maximum amount you can give to an individual without having to report it to the IRS. Direct
payments towards educational or medical expenses on behalf of an individual are not subject to this limit.

* Create and fund 529 educational savings plans for your children and/or grandchildren.

* Consider the value of what is still a relatively high lifetime gift tax exemption. With the Tax Cuts & Jobs Act
coming to an end in 2025, the federal estate and gift tax exemption will decrease by 50% in the absence of
further legislation. Consider whether implementing additional gifting strategies would be beneficial.

CHARITABLE * If you are interested in making charitable contributions before year-end, be mindful of the timing. To qualify for
GIVING a deduction, gifts must be received by a 501(c)(3) organization by December 31st. Please reach out to your
Portfolio Manager if you would like help coordinating such gifts.
* If you have a donor advised fund (DAF), consider whether you would like to transfer highly appreciated stock
before year-end. Doing so offers current year tax benefits and allows you to add to charitable funding assets.

RETIREMENT * Remember to take Required Minimum Distributions (RMDs) from retirement accounts, if applicable.
ACCOUNTS * For Inherited IRA account holders, remember to take an RMD if required and assess whether to take a
distribution larger than the RMD after considering the 10-year rule.

* Be sure to maximize contributions to retirement accounts such as a Roth IRA, Traditional IRA, or 401(k) if you are
able. Maximum contributions for 2024 are $23,000 for a 401(k) and $7,000 for an IRA ($30,500 and $8,000
respectively for those age 50 or older).

* Consider the benefits of a Roth conversion. Despite introducing a potentially sizeable current taxable event, a
Roth conversion may make sense given its ability to eliminate taxes upon distribution.

* Review your beneficiary designations to ensure they match with your estate planning goals.

GENERAL .
FINANCIAL
PLANNING

Review wills, trusts and other estate documents to make sure your planning process addresses your wishes.

* Remember that credit reporting companies are required to provide a free credit report annually. Periodically
reviewing your credit report can prevent mistakes from negatively impacting your credit score, while also
helping to reduce the risk of identity theft.

* Reviewing your budget at year-end is a great way to prepare 2024 spending plans, especially if major expenses

are on the horizon. Please communicate any major anticipated expenses and their timing to your Portfolio

Manager.

* With short term interest rates falling, this may be a good time to assess refinancing opportunities on outstanding
debt.

INCOME .

- Consider adjusting your tax withholding or estimated tax payments if you have had or anticipate a significant
AXES

2024 taxable event such as a bonus, Roth conversion, or large withdrawal from an IRA or other retirement
account.
* Please communicate tax loss harvesting needs to your Portfolio Manager.

At Appleton, we take great pride in the wealth management and financial planning services provided to our clients.
Is there someone you care about who might benefit from working with us, but you’re unsure how to make the introduction?
If so, please let us know. We are happy to help.

Please contact your Portfolio Manager or reach out to:

Jim O’Neil, Managing Director
617-338-0700 x775 | joneil@appletonpartners.com | www.appletonpartners.com
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APPLETON PARTNERS, INC.

® Founded in 1986 and located in Boston, MA
® 100% employee owned and operated
® Collaborative, team-oriented culture marked by personnel continuity

® Professional staff of 61 dedicated to supporting all aspects of our clients’
financial lives

® Personalized, high-touch service backed by recognized asset
OUR HERITAGE management expertise

® Entrusted with $13.3 billion of client assets (as of 11/1/24)

® Private client services should be customized and objective-based
OUR DEFINING ® Transparency and accessibility are core Appleton commitments

BELIEFS ® Goal-oriented and risk sensitive growth, income and tax efficiency are
integral to our portfolio management approach

® OQur active investment strategies emphasize liquidity and flexibility

® Separate accounts are best suited to meeting specific
investment objectives

® Qualitative insight and deep proprietary research can uncover attractive
investment opportunities

" APPLETON
. PARTNERS, INC.
ONE POST OFFICE SQ. BOSTON, MA 02109 TEL. 617.338.0700 WWW.APPLETONPARTNERS.COM

This commentary reflects the opinions of Appleton Partners based on information that we believe to be reliable. It is intended for informational purposes only,
and not to suggest any specific performance or results, nor should it be considered investment, financial, tax or other professional advice. It is not an offer or
solicitation. Views regarding the economy, securities markets or other specialized areas, like all predictors of future events, cannot be guaranteed to be
accurate and may result in economic loss to the investor. While the Adviser believes the outside data sources cited to be credible, it has not independently
verified the correctness of any of their inputs or calculations and, therefore, does not warranty the accuracy of any third-party sources or information. Specific
securities identified and described may or may not be held in portfolios managed by the Adviser and do not represent all of the securities purchased, sold, or
recommended for advisory clients. The reader should not assume that investments in the securities identified and discussed are, were or will be
profitable. Any securities identified were selected for illustrative purposes only, as a vehicle for demonstrating investment analysis and decision making.
Investment process, strategies, philosophies, allocations, performance composition, target characteristics and other parameters are current as of the date
indicated and are subject to change without prior notice. Registration with the SEC should not be construed as an endorsement or an indicator of investment
skill acumen or experience. Investments in securities are not insured, protected or guaranteed and may result in loss of income and/or principal.
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