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ECONOMIC BACKDROP

U.S. economic (GDP) growth has remained remarkably resilient and exceeded projections
despite the higher interest rate environment that began in mid-2022. Heading into 2025,
expectations have reset higher with economists projecting the economy wiill sustain its present
trajectory.
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Portfolio Perspective: ECconomists now broadly project a continued soft-landing scenario. Given
this opfimistic tone, we expect less significant upside surprises for the U.S. economy in 2025.
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ECONOMIC BACKDROP

Consumer and corporate debt levels have been improving since the Great Financial Crisis (GFC).
Government debt levels, however, are more stretched.

Debt-to-Income Ratio Household debt service ratio
Debt payments as % of disposable personal income, SA
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Portfolio Perspective: Consumer and corporate balance sheets are in good shape.
Manageable debt levels along with nearly 15-years of low rates have resulted in low levels of
household debt service. This is supportive of continued strength in consumer spending.

Refer to appendix for disclosures



Daily data for restaurant bookings
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ECONOMIC BACKDROP

Consumer spending remains resilient with restaurant bookings and retail sales remains strong.
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Porifolio Perspective: As post-pandemic economic activity has now normalized, we remain
optfimistic about continued strength in consumer consumption given manageable debt levels,

low unemployment, and positive real wage growth.

Refer to appendix for disclosures




ECONOMIC BACKDROP

Surveys of both small businesses and consumers depict much greater optimism for the economy
heading into 2025.

NFIB: Small Business Optimism Index (SA, 1986=100)
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Portfolio Perspective: Strong sentiment signals a wilingness among businesses and consumers to
spend and invest. This presents a favorable backdrop for the economy heading into 2025.

Refer to appendix for disclosures



ECONOMIC BACKDROP

An average mortgage rate that is roughly 3% below prevailing market rates has led to limited
interest among homeowners to sell their current homes. As 2024 progressed, the supply of homes
on the market did see a modest uptick.
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Portfolio Perspective: Two-and-a-half years after the Federal Reserve began hiking rates, the
residential real estate market is showing signs of slowly thawing. A late 2024 surge in mortgage
rates may, however, may limit any further near-term improvement.

Refer to appendix for disclosures
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MARKET DYNAMICS - EQUITY

Growth-oriented large cap U.S. stocks led markets with positive returns during the fourth quarter.
On the year, this segment dominated results, with more moderate results coming from small cap
and international equities. Bond returns, while positive, were generally muted.

Q4 and Calendar Year 2024 Performance

U.S. Large U.S. Large U.S. Large International International Tax-Exempt  High Yield
Cap Cap Growth  Cap Value U.S. Small Cap (Developed) (Emerging) Taxable Bonds Bonds Bonds
40%
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Source: Bloomberg. U.S. Large Cap represented by the S&P 500. U.S. Large Cap Growth and Large Cap Value represented by the Russell 1000 Growth and Russell 1000 Value
respectively. U.S. Small Cap represented by the Russell 2000. International (Developed) represented by the MSCI EAFE, while International (Emerging)represented by the MSCI
Emerging Market index. Taxable Bonds proxied by the Bloomberg U.S. Aggregate, while Tax-Exempt by the Bloomberg Municipal Bond index. High Yield Bonds represented by the
Bloomberg High Yield index. Returns as of December 31, 2024.

Portfolio Perspective: While the S&P 500's headline return for 2024 was outsized, returns were
more pedestrian aside from the largest U.S. stocks.

Refer to appendix for disclosures
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MARKET DYNAMICS - EQUITY

In the fourth quarter, results varied considerably across sectors with only four experiencing
positive returns. On the year, the same four sectors (Communication Services, Technology,
Financials, Consumer Discretionary) were the dominant contributors to the return of the broader
S&P 500.

S&P 500 Sector Returns

S&P 500

Info. Tech
Financials

Health Care

Cons. Discretionary
Industrials

Comm. Svcs

Cons. Staples
Energy

Real Estate

Materials
Utilities

-20% -10% 0% 10% 20% 30% 40% 50%
m 2024 Q4 2024

Portfolio Perspective: Three of the four sectors that drove the S&P 500 (excluding Financials) are
dominated by members of the Magnificent 7 stocks.

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

For two consecutive years, approximately 30% of the stocks making up the S&P 500 have
experienced returns inline or better than the index in aggregate. This represents a rather narrow
market led by a small cadre of stocks.

Yearly Data 1973-12-31 to 2024-12-31
Percentage of S&P 500 Stocks Outperforming the S&P 500 over the Calendar Year
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Portfolio Perspective: The last time so few S&P 500 constituents outperformed the index was
during the late 1990s technology bubble, after which the market broadened significantly.

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

Over the last few years, the top 10 stocks have gone from representing roughly 25% of the S&P
500 to accounting for 39% of the total weight of the index. Given this greater weight, the
Magnificent 7 (which represents 7 of the top 10 stocks in the S&P 500) accounted for 55% of the
S&P 500’s return in 2024.

Performance of “Magnificent 7’ stocks in S&P 500~
Indexed to 100 on 1/1/2021, price returmn

Weight of the top 10 stocks in the S&P 500 N (e — —_—
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Portfolio Perspective: Magnificent 7 stocks have had an outsized impact on overall market
returns in recent years. Not owning these stocks inline with market weights has been a challenge
for many investors.

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

As the largest stocks have experienced outsized stock price appreciation, they now trade at
valuations that are 45% above their typical premium and 80% above the S&P 500’s long-term
average. Looking ahead, the difference in the rate of earnings growth between the Magnificent 7
stocks and the rest of the market is expected to compress.

Eif{r:gi:;fht:i ;ggﬁp&::;i remaining stocks in the S&P 500 Earnings growth
4dx Pro forma EPS, estimates 4Q24 onwards, y/y
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Portfolio Perspective: A slowing differential in earnings growth rates and the elevated valuations
of the 10 largest stocks lead us to believe that markets will broaden, and these stocks will not
command the same level of investor interest as in recent years.

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

Broadly speaking, the S&P 500 is priced at a valuation that is 39% above its long-term average.
This is skewed by large technology-oriented companies that have been growing at an outsized
clip. The average stock, defined by the S&P 500 Equal Weight index, trades at a more contained
8% premium to its long-term average.

U.S. Equity Market Valuation Premium/Discount
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Portfolio Perspective: Stock valuations indicate prices may be modestly expensive, but not
worrisome. The greater risk stems from what is implied within valuations of large technology
companies and whether the pace and cadence of Al-fueled growth evolves as expected.

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

International equities trade at valuations that represent record discount to U.S. stocks. Earnings
growth rates for large cap U.S. stocks are projected to converge with other markets over the

next two years.

International: Price-to-earnings discount vs. U.S. Forecasted Earnings Growth Rates

MSCI Al Country World ex-U.S. vs. S&P 500, next 12 months
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Portfolio Perspective: Given attractive relative valuations and improving growth rates in non-U.S.
markets, we believe maintaining exposure to international stocks is prudent. The last time
international stocks were this undervalued relative to U.S. stocks, they outperformed for six
consecutive years (2002-2007).

Refer to appendix for disclosures



MARKET DYNAMICS - EQUITY

Given elevated valuation multiples on stocks, we expected more muted returns from large cap
U.S. stocks in aggregate over the next 5 years.

Forward P/E and subsequent 5-yr. annualized returns
S&P 500 Total Return Index
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Source: FactSet, Refinitiv Datastream, Standard & Poor's, Thomson Reuters, J.P. Morgan Asset Management.

Returns are 12-month and 60-menth annualized total returns, measured monthly, beginning 12/31/1999. R® represents the percent of total
variation in total returns that can be explained by forward price-to-earnings ratios. Price-to-earnings is price divided by consensus analyst
estimates of earnings per share for the next 12 months as provided by IBES since May 1999 and by FactSet since January 2022.

Guide to the Markets - U.S. Data are as of December 31, 2024.

Portfolio Perspective: Our analysis suggest large cap stocks will generate mid-single digit returns
over the next five years. Returns amongst the largest names in the index are likely to be more
muted, with the average large cap stock projected to perform better than the S&P 500 in
aggregate.

Refer to appendix for disclosures



MARKET DYNAMICS — FIXED INCOME

During the fourth quarter of 2024, the yield curve steepened due to higher yields on intermediate
and long-term bonds. Throughout 2024, the U.S. Treasury Yield Curve went from an inverted slope
to a flat curve.

U.S. Treasury Yield Curves
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Portfolio Perspective: The Treasury curve reasonably approximates expectations for limited action
out of the Federal Reserve in the near-term. To get back toward a more traditional slope, the
vield curve has room to steepen. We expect that to largely come from lower short-term yields,
which may transpire through a gradual, multi-year evolution.

Refer to appendix for disclosures



MARKET DYNAMICS — FIXED INCOME

The yield offered by the bond market, nearing 5%, remains attractive relative to the last 15
years.

Bloomberg Aggregate Index
Yield-to-Worst
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Portfolio Perspective: We view bonds as increasingly valuable due to their reasonable yields and
strong diversification benefits.

Refer to appendix for disclosures




MARKET DYNAMICS — FIXED INCOME

Both bonds and cash offer reasonable (real) yields net of inflation. For the first time in nearly a
decade, bond investors are back to earning a 2% real yield.

Cash and Bond Real Yields
2015-2024

Long-term Average (1976-2024) Bond Market Real Yield

age (1976-2024) Cash Real Yield

-10

Cash Real Yield

Bond Market Real Yield

Portfolio Perspective: Bond yields have returned toward offering real yields that are back inline
with long-term averages. Real yields on cash are currently above their long-term average,
although we expect them to trend lower should the Fed gradually reduce short-term rates going
forward.

Refer to appendix for disclosures



MARKET DYNAMICS — FIXED INCOME

During the Fed’s rate hiking cycle, cash offered a compelling return. As the economy moves
into a rate cutting cycle, history would suggest that bonds tend to outpace cash during this
phase.

Fixed income performance across cutting cycles
12-month trailing return: BBG US Aggregate vs. T-bills'
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Portfolio Perspective: As the yield curve shifts from inversion fo a modest positive slope, we
anticipate that bonds will once again offer returns exceeding those of cash.

Refer to appendix for disclosures



MARKET DYNAMICS — FIXED INCOME

The diversification benefit of bonds tends to be greatest during years when stock prices are
negative. The table below highlights negative years for stocks, where on average, stock prices
declined by -15%, During these episodes, Treasury bonds averaged returns of +5%.

Stock and bonds returns in years equity markets decline
® Stocks @ Treasuries

30%

+5% Average Treasury Return

Calendar Year Total Return

-153% Average Equity Return
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Portfolio Perspective: The diversification benefits of bonds in negative stock markets often gets
overlooked. Periods of economic weakness often drive stock prices lower. At the same time,
expectations are that economic weakness will lead to lower interest rates, which results in higher
bond prices. Collectively we view the current yield offered by bonds, alongside their
diversification properties, to be attractive.

Refer to appendix for disclosures




MARKET DYNAMICS — PRIVATE INVESTMENTS

Private equity firms are putting more equity into deals, thereby offering more equity cushion
in a downside scenario. In addition, debt service coverage ratios have benefited from recent
rate cuts by the Federal Reserve.

Equity Contribution to Private Equity (LBO) Transactions

Private credit debt service coverage scenario analysis
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Portfolio Perspective: The credit profile of recently deployed private credit assets is attractive in
our view. Private credit portfolios appear to have the financial profile to withstand an
unexpected contraction in business conditions and adequate equity support.

Refer to appendix for disclosures



MARKET DYNAMICS — PRIVATE INVESTMENTS

Unlike public markets, private market valuations have remained in a narrow band. Higher
borrowing costs and less merger and acquisition activity have led to private equity funds
holding positions longer, despite reasonable valuations.

Private Equity Valuation Ratios US Private Equity Exits/Investments Ratio
(Enterprise Value/EBITDA) (Number of Exits to Number of Investments)

Median EV/EBITDA ratio
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Portfolio Perspective: We find private equity valuations to be more compelling relative to public.
In addition, the lack of exits in recent years should result in a surge of deal activity and lead to
more secondary fund sales as private equity investors seek liquidity.

Refer to appendix for disclosures



KEY ISSUES - 2024 ELECTION

Elections add noise to markets, but historically it’s paid to not time the market around an
election outcome.

Annual S&P 500 Performance (1933-2023) Growth of $10,000 Invested in the S&P 500 Since 1953
Low/High Range - Average
$2,168,792
Democratic President Republican President
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) 38%
ki} 32% 399%
’ [ 11% I 11% |
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9% -4%
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_28% $260,184
-35% $83,356 -
I
Democratic  Divided Republican  Democratic  Divided Republican Invested Only During Invested Only During  Buy and Hold Regardless
Republican Presidency Democratic Presidency of Presidency
Years Years
Congress Congress

Portfolio Perspective: Elections can influence markets in the short-term. Long-term, regardless of
which party is in control, results are predominantly impacted by economic and business
conditions not polifics.

Refer to appendix for disclosures



KEY ISSUES - IMMIGRATION

The rate of immigration is up considerably since 2020. However, the number of unemployed
person per job opening remains below where it stood heading into 2020.

o U'S‘ BUIdEI Mi T :ll'lt EHCUH]‘[tE‘IS . Number of unemployed persons per job opening, seasonally adjusted
Millions . g Annualized, Click and drag within the chart to zoom in on time periods
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Portfolio Perspective: We see limited slack in the labor market. More stringent immigration
policies could lead to a tighter labor market that may franslate to higher wages and potentially
an added inflationary pressure.

Refer to appendix for disclosures



KEY ISSUES — U.S. DEFICIT

The U.S. Federal deficit is forecasted to accelerate over the next decade. A key contributor is the
impact that rising interest rates have had on interest costs on U.S. government debt. This level of
interest expense on Treasury debt has more than doubled since 2022.

Federal net debt (accumulated deficits) TOTAL INTEREST EXPENSE ON PUBLIC ISSUES
% of GDP, 1940-2034, CBO Baseline Forecast, end of fiscal year § i, 12 sum
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Portfolio Perspective: Rising interest expense is going to make it harder to constrain the level of
the federal budget deficit. A risk we are monitoring is whether Treasury bond investors become
more concerned and require higher yields on U.S. government debt.
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KEY ISSUES — TARIFFS

Tariffs have the potential to slow economic growth and induce inflation on those goods where
tariffs have been applied. The experience of the tariffs imposed in 2018 and 2019 suggests that
tariffs led to modestly higher prices.

Index, Effect of 2018-19 Tariffs on Core Goods PCE Prices Index,
100 = Feb 2018 100 = Feb 2018
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*Includes laundry equipment and other appliances, furniture, bedding, and floor coverings, auto parts,
motorcycies, and sport vehicles, housekeeping supplies, and sewing equipment and matenals. ltems
are weighted by relative importance to headline index

Source: Haver Analytics, Goldman Sachs Global Investment Research

Portfolio Perspective: Near term, tariff policies have the potential to add to inflation and impact
the rate of U.S. economic growth. The long-term impact will be influenced by the level of
response from other countries, and whether demand for comparable U.S. manufactured goods
benefit from the tariffs.
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SUMMARY POSITIONING

SUMMARY

Economic conditions are favorable with
markets pricing in a continuation of recent
trends.

U.S. economic growth is poised to outpace
most developed countries. A favorable
backdrop around consumer and corporate
spending supports sustained growth.

Bonds offer competitive yields both on an
absolute and inflation-adjusted basis. The

diversification properties of bonds are also
attractive given policy uncertainty.

There are limited number of price dislocations
within public markets. We see opportunities
within specific thematic trends along with
select opportunities within private markets.

POSITIONING

Stock prices, in aggregate, reflect favorable
economic conditions. We see more attractive
relative valuations outside of the largest
technology companies that have driven returns
in recent years.

We favor exposure to domestic equities over
international in the near-term. Given record
discounts on international stocks versus U.S., we
believe maintaining some on-U.S. exposure in
advance of an eventual recovery is prudent.

Bond yields properly reflect expectations of
future adjustments from Federal Reserve and
offer compelling real yields. Uncertainty around
inflation and investor reaction to fiscal deficits
result in our positioning portfolios with less rate
sensitivity (duration).

We will look to extend exposure to attractive
thematic frends, and where appropriate, add
exposure to high conviction private investment
opportunities.
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TACTICAL OPPORTUNITIES — MID-CAP STOCKS

Medium sized corporations (mid-cap stocks) trade at a notable discount to large cap stocks;
the lowest level since the late 1990’s. Stocks aside from the largest technology companies
(including mid cap stocks) are less exposed to foreign sales and geopolitical uncertainty.
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Portfolio Perspective: Our decision to emphasize mid-cap stocks stems from the segment’s
attractive relative valuation, improving earnings growth, less exposure to softer economic activity
outside of the U.S., and the impact from potential tariffs.
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TACTICAL OPPORTUNITIES — INDIA

Since the pandemic, earnings of Indian corporations have accelerated, while earnings of
Chinese companies have declined.
Corporate earnings: The divergence between China and India 1s remarkable

EPS, Dec 2019 =100 EPS, Dec 2019 =100

250 —MSCI India Index ——MSCI China Index 250
200 200
India
150 150
100 100
50 TChima T 50

Portfolio Perspective: We believe China has structural challenges it must deal with. India’s policies
have been positive for both the economy and corporation. We expect this favorable trend to
continue over a multi-year period and have elected to be overweight India as a result.
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THEMATIC TRENDS (HIGHER FOR LONGER)

After a 40-year period of declining interest rates, we don’t expect bond yields to return to pre-
2022 levels. We project rates will remain higher for longer. For assets influenced by interest rates,
returns going forward may diverge from what investors have experience over the past 10-15

years.
10-Year Treasury Yield (Nov 1984 — October 2024)
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Investment Impact

* Higher rates suggest stronger long-term expected returns for bonds.

+ Assets and companies with higher levels of debt will be pressured by the sustained uptrend in financing
costs. In this environment, we favor high-quality companies that are less reliant on leverage.

* Financial companies, notably insurance and financial advisory firms, should benefit from higher rates.

* Higher rates support a stronger U.S. dollar. In the near-term, this may favor domestic stocks over
international.
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THEMATIC TRENDS (CAPITAL REALLOCATION)

Evolution in regulations has led to companies choosing to stay private longer as well as an
increase in nonbank private lending. In addition, there is growing adoption of private investments
among individual investors. Collectively, these trends are leading toward a reallocation away
from traditional public markets toward a variety of private market solutions.

Less reliance on bank loans

Global alternatives AUM U.5. non-financial business debt by source of finance
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Investment Impact

* Improvements in the structure of private investments are leading to strong adoption among individual
investors. This will provide a tailwind for private asset management firms.

* Merger and acquisitions (M&A) and initial public offerings are poised for an uptrend as a lack of private
equity activity in recent years appears to have created a growing backlog of deal flow.
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THEMATIC TRENDS (EVOLVING SUPPLY CHAINS)

Shifting geopolitical alliances and a desire for greater onshore/nearshore manufacturing are
resulting in a meaningful configuration of global supply chains.

Real Total U.S. Manufacturing Construction Spending (Billions)’
JanIuary 31, 2002 to August 31, 2024

U.S. Imports by Country
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Investment Impact

+ Trade lanes and supply chains will evolve. China’s relationship with the west may decrease, with India and
other east Asian nations benefiting.

+ Deglobalization supports the need for continued domestic infrastructure development around bridges,
roads, manufacturing facilities, and distribution centers.
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THEMATIC TRENDS (DIGITAL INFRASTRUCTURE)

Advancements in artificial intelligence (Al) require significant investment in data centers,
network clusters, and software tools. The beneficiaries of the long-term Al trend will evolve in a
non-linear fashion, over time, as we migrate from development to usage of the technology .
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Investment Impact
+ Sizable near-term investments are being made in network infrastructure as Al models are developed and

trained.

* As Alusage increases, we expect broader semiconductor demand as needs for memory and efficiency
grow.

+ Overtime, the benefits of Al will accrue to those businesses that can leverage Al technology for scale and
efficiency.

+ Performance in the technology sector is likely to evolve from the broad sector benefiting toward a market
where stock selection among specific companies will disproportionately benefit.
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THEMATIC TRENDS (PHYSICAL INFRASTRUCTURE)

Demand for power is driving a cycle of significant investment in both power generation capacity
as well as investment in the electrical transmission grid.

Data Center Energy Demand (2022 to 2030) Transmission grid investment outlook, 2024-2050, ETS and NZS
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Investment Impact

« Collectively the growth in Al data centers and electric vehicles is leading to an inflection in power
demand. The sizable upswing in power requirements comes after a decade of flat power generation.

« The lack of investment in the electrical grid, alongside needed upgrades to support the energy fransition,
will lead to sizable spending on structure and components of the grid.

«  We see opportunities to invest in both structures, picks, and shovels that will be consumed as infrastructure
is built out.
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2010-2024

Ann.
Large
Cap
13.9%
Small
Cap
10.3%

Asset
Alloc.

7.2%
High
Yield
59%

Vol.
Small

Cap
20.6%

DM
Equity
16.5%

Comdty.

16.8%

Fixed
Income
7.8%
High
Yield
31%

Cap
21%

DM
Equity
17.9%

Large
Cap
13.7%

Large
Cap
1.4%

Comdty.
16.1%

Large
Cap
15.1%

Large
Cap
15.1%

Asset
Alloc
10.4%

High
Yield
9.4%

High
Yield

14.8%
Asse
AlMc.
13.3%
DM
Equity
8.2%

Cash
0.1%

Asset
A .
-0.7%

Small
Cap
16.3%
Large
Cap

“eoft

A,
12.2%
Fixed
Income
A4.2%

Fixed
Income

Fixed
Income

6.5%

Cash
0.1%

Fixed
Income
6.0%

Fixed
Income
0.5%

Cash
0.0%

Refer to appendix for disclosures

Fixed
Income
0.0%
Large
Cap
18.4%

Asset

10.6%

DM
Equity
8.3%

Fixed
Income

7.5%

36

2022
Comdty.
16.1%

Cash
1.5%

High
Yield
12.T%

Fixed
Income
-13.0%

Asse

High
Yield
T.0%

DM
Equity
43%

Fixed
Income

1.3%

J.P Morgan
ASSET MANAGEMENT




IMPORTANT DISCLOSURES

Miracle Mile Advisors LLC (“MMA") is a registered investment advisor. Advisory services are only offered to clients or prospective clients where MMA and its representatives are
properly licensed or exempt from licensure. The views expressed in this commentary are subject to change based on market and other conditions. These documents may
contain certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance and actual
results or developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be
constfrued as indicative of actual events that will occur.

These materials are solely informational, based upon publicly available information believed to be reliable, and may change without notice. Our views may change
depending on market conditions, the assets presented to us, and your objectives. This is based on market conditions as of the printing date. Miracle Mile Advisors, LLC shall not
in any way be liable for claimsrelating to them and makes no express or implied representations or warranties as to their accuracy or completeness or for statements or errors
containedin, or omissions from, them. All information has been obtained from sources believed fo be reliable, but its accuracy is not guaranteed. There is no representation or
warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be relied on as such. Legal,
accounting and tax restrictions, fransaction costs and changes to any assumptions may significantly affect the economics of any transaction.

The information provided is for educational and informational purposes only and does not constitute investment advice and it should not be relied on as such. It should not be
considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particularinvestment objectives, strategies, tax status or investment
horizon. You should consult your attorney or tax advisor. The information and analyses contained herein are not infended as tax, legal or investment advice and may not be
suitable for your specific circumstances; accordingly, you should consult your own tax, legal, investment or other advisors, at both the outset of any transaction and on an
ongoing basis, to determine such suitability. Miracle Mile Advisors, LLC does not render advice on tax and tax accounting matters to clients. This material was not intended or
written fo be used, and it cannot be used by any taxpayer, for the purpose of avoiding penalties that may be imposed on the taxpayer under U.S. federal tax laws. These
materials do not constitute an offer to buy or sell any financial instrument or participate in any trading strategy. No investment strategy or risk management technique can
guarantee returns or eliminate risk in any market environment. All investmentsinclude arisk of loss that clients should be prepared to bear. The principalrisks of MMA's strategies
are disclosed in the publicly available Form ADV Part 2A. Past performance shown is not indicative of future results, which could differ substantially.
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