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ClO believes the Fed remains on track to reduce rates further as it looks to sustain growth amid falling inflation. (UBS)

Corporate earnings are solid
amid a resilient US economy

24 October 2024, 2:29 pm CEST, written by UBS Editorial Team

Investor risk sentiment has come under pressure this week amid rising Treasury yields. The S&P 500 fell for
a third consecutive day on Wednesday, the longest losing streak since the start of September. The yield on
the benchmark 10-year US Treasury has climbed 14 basis points over the past three sessions, bringing the rise
this month to 46 basis points.

The combination of higher yields, expectations for a more modest pace of Federal Reserve interest rate cuts, geopolitical
concerns, and US election uncertainty has kept markets on edge. The MOVE index for bond market volatility rose to the
highest level this year, while the VIX index of implied US stock volatility remains above 2024 lows and close to its long-
run average of around 20.

We have signaled that investors should expect market volatility in the lead-up to the US presidential election, and the
S&P 500 was sitting at a record high before the declines in recent days. As 5 November inches closer, market sentiment
is likely to stay vulnerable.

But we maintain a positive outlook on US equities, and expect the S&P 500 to reach 6,600 by the end of next year.

Corporate earnings are solid amid a resilient US economy. The third quarter results so far have suggested continued
solid earnings momentum, with guidance for the fourth quarter slightly better than normal seasonal patterns. We continue
to expect corporate profits to grow 5-7% in the third quarter, contributing to the 11% earnings growth we expect for full
year 2024 as the US economy proves to be resilient amid higher-than-expected income growth and household spending.

The Fed remains committed to bringing policy closer to a neutral level. While recent economic data has been
stronger than expected, the Fed’s Beige Book released this week showed that economic activity was flat in most parts of
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the US since early September, with mixed consumer spending trends. We believe the Fed remains on track to reduce rates
further as it looks to sustain growth amid falling inflation. With the fed funds rate still well above the US central bank'’s
estimate of neutral, we expect another 150 basis points of rate cuts by the end of next year.

So we see room for US stocks to move higher. We hold an Attractive view on the IT sector, as well as the utilities, financials,
consumer discretionary, and communication services sectors.
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Original report: US equities could move higher despite weaker sentiment, 24 October 2024.

Important information

As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.

© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.

There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.
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