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>>The Fed issued a rate cut this past week, marking the third 25bps cut this year. The Fed continues to balance its dual mandate of maximum employment and stable prices
> ADP Employment grew at the slowest annual pace since April 2021; and consumers maintain low confidence, especially the bottom third by income
> Since end of Q3, the yield curve has steepened, with the 1-year yield down 14 bps and the 30-year up 12 bps, often implying lower recession risk
>> Services continue to carry the US economy with manufacturing lagging behind, this is the third month in a row that services PMIs have climbed and manufacturing PMIs have declined
> Yet recent New York and Dallas Fed surveys show manufacturing firms expect capex growth to accelerate while small businesses are pulling back anticipated capex
>> US equity returns have slowed down so far in December, stabilizing elevated P/Es; valuations remain historically high but are supported by strong fundamentals
> Falling short-term yields should be a good sign for small cap equities with most of the floating rate debt being issued by these firms
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Recession Probability: Treasury Spread (10Y-3M) Linear 57.1 42.0 336 | N\ | ™ 21.5 0.6 Better
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Source: ADP, FactSet, Federal Reserve Bank of Dallas, Federal Reserve Bank of New York, Google Trends, Greycourt, Institute for Supply Management (ISM), National Federation of Independent
Business (NFIB), University of Michigan



Disclosures

All statements concerning future market or economic trends are the opinions of Greycourt’s investment professionals. The information presented in this report has been
obtained from independent sources as noted; statistical calculations are performed by Greycourt. While Greycourt believes the sources of information to be

reliable, Greycourt has not independently verified this information. None of the material contained in this package should be construed as a recommendation for a specific
investment or strategy; this is not an offer to buy or sell securities. The investments or investment strategies discussed herein may not be suitable for every investor. Investing
involves risks, including the risk of loss of the principal amount invested, and there is no assurance that any investment strategy will be successful.

Any returns presented are gross USD. Investing involves risks and you may incur a profit or loss. Past performance is no guarantee of future results.
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