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Last Week Review
Sluggish start to 2024 after a strong finish to 2023. The 60/40 portfolio declined

1.4% last week. There were losses across both equities and fixed income as interest FINANCIAL MARKET SNAPSHOT
rates increased. The sluggish start comes on the heels of a strong finish to what was a
remarkable year for financial markets in 2023. Last December, interest rates continued m AYTD
to move lower amid easing price pressures and expectations of a Fed pivot to lower MSCI ACWI 715 -1.6% -1.6%
rates in early 2024. Meanwhile, the U.S. economy continued to show resilience. The S&P 500 4,697 1.5% 1.5%
60/40 portfolio registered a 4.7% monthly gain with abnormally strong returns from both MSCI Europe ($) 1,998 1% 1%
equities and fixed income. Global equities increased 5.3% with all three major regions U.S. Dollar (DXY) 102.41 11% 11%
up and an improvement in breadth within the U.S. markets. On the fixed income side, Gold (§/07) 2,050 1% 1%
investment grade gained 3.8% and 2- and 10-year Treasury yields ended roughly 45 WTI Crude Ol (8/bbl) 7381 3.0% 3.0%
basis points lower each. Global real estate was also a standout performer — up 9.2% — 10-year Treasury (%) 105 047 017
with support from lower interest rates and expectations for non-recessionary activity.

10-year German Bund (%) 2.16 0.13 0.13
Working toward more normal inflation levels. The December Fed minutes contained U.S. Investment Grade OAS (%) 097 0.04 0.04
no major surprises. Fed officials recognized inflation progress and the potential for rate U.S. High Yield OAS (%) 353 0.30 0.30

cuts this year, but overall, the minutes leaned against dovish market pricing regarding
the timing of cuts. In the leadup to last week’s U.S. jobs report (see below), U.S.
economic data was broadly supportive of continued disinflation. The ISM manufacturing
Purchasing Managers’ Index (PMI) ticked up, but at 47.4 it remains below 50
(contractionary). Also, JOLTS data suggested continued normalization in the U.S. labor LAST WEEK’S DATA
market. Job openings, the quits rate and hires rate all moved lower.

Stronger than expected U.S. jobs report. Despite meaningful downward revisions to mmm
w

AW = Weekly change, AYTD = Year-to-date change

prior jobs added, the December jobs report was solid. More jobs were added than SM Manufacturing PMI 6.7 47 ar4
expected (216k versus 175k), the unemployment rate was unchanged at 3.7% and W JOLTS Job Openings 8,852k 9,300k 8,790k
wages grew 0.4% month-over-month (4.1% year-over-year). The participation rate W China Composite PMI 51.6 n.a. 52.6
declined to 62.5% from 62.8%, but most of the increase was concentrated outside of Th  Japan Composite PMI 49.6 n.a. 50.0
the prime-age cohort. The data leaned on the hawkish side for investors expecting six Th Initial Jobless Claims 220k 210k 202k
rate cuts from the Fed this year. However, shortly after the jobs data was released, F 1SM Non-Mig. Composite 527 525 506
there was a miss in the ISM services PMI at 50.6 versus 52.5 expected — with sizeable

. F Unemployment Rate 3.7% 3.8% 3.7%
weakness in the employment component (43.3 versus 51.0 expected).
Europe yields move up on inflation data. Flash Europe Consumer Price Index (CPI) i & Nonfarm Payréns 173 7oK 210
data was in-line with expectations. Headline CPI grew 2.9% year-over-year (y/y) versus F_Avg- Hourly Earnings yly 0% 3% 1%
2.4% prior and core CPI decelerated to 3.4% y/y from 3.6%. Euro area government F_ Europe Flash CPI yly 24% 2.9% 2.9%

bond yields moved higher following the release. Investors see the odds of a European Survey = Bloomberg consensus. U.S. data unless otherwise stated.
Central Bank (ECB) rate cut in March as roughly even, with an 86% chance by April.

This Week Preview

Middle East tensions escalate. There were several developments last week that drew
attention to geopolitical tensions stemming from the Middle East. Among them, a senior THIS WEEK’S DATA
Hamas leader was assassinated, and Iranian-backed Houthi rebels continued to ramp

up attacks on shipping vessels in the Red Sea. Roughly 12% of global trade transits Prior Survey Actual
the Red Sea and persistently higher shipping rates resulting from re-routing away from M China CPI yly L0.5% 0.4%
the area could complicate inflation. Investors .wiII continue to analyze .thes<.a ris.ks —in Tu Germany Ind. Prod. yly 35% 4.0%
the Red Sea and broader Israel-Hamas conflict — for any growth and inflation impacts. T Europs Unemployment Rate 6 5% 65%
U.S. inflation release on Thursday. Core CPI is expected to remain close to 0.3% Tu_ China M2 Money Supply 10.0% 10.1%
month-over-month (m/m), which would bring the y/y level down to 3.8% from 4.0%. ™ CPlyly 3 1% 30%
Headline CPI is expected to increase 0.2% m/m, which would mark an increase from

0.1% last month and bring the y/y level to 3.2% from 3.1%. Beyond the inflation data, TGPt Core yly 0% 28%
policy officials from the Fed and ECB are scheduled to speak throughout the week. L 'nitial Jobless Claims 202k 210K
Investors will listen in for any pushback against market pricing for rate cuts. F UKind. Prod. yly 04% 0.8%
Earnings season begins. Fourth quarter earnings season unofficially kicks off on F_ China Imports yly -0.6% 0.0%
Friday with financials companies JPMorgan (JPM), Bank of America (BAC), Wells F_ China Exports yly 0.5% 1.6%
Fargo (WFC) and Citigroup (C) among some of the first major U.S. companies to Survey = Bloomberg consensus. U.S. data unless otherwise stated.

report. Investors expect aggregate U.S. sales to grow 3% y/y and earnings 1% y/y. This Source: Bloomberg. Data as of 1/5/2024.

would put 2023 earnings growth at just under 1% versus ~12% expected in 2024.
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Weekly Market Update
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Return (%)
o

2
Inv. High Emerg. Dev. Emerg.
Cash Grade Muni. TIPS Yield Markets U.s. Ex-U.S. Markets NR GRE GLI
A WEEKLY 0.1 -1.2 -0.3 -0.8 -1.1 -1.0 -1.8 -1.4 -1.9 -1.0 -1.9 0.0
A YEAR-TO-DATE 0.1 -1.2 -0.3 -0.8 -1.1 -1.0 -1.8 -1.4 -1.9 -1.0 -1.9 0.0

INTEREST RATES m A Weekly (left) —&— Last (right)

A WEEKLY (BARS) LAST (MARKER)
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UNITED STATES EUROZONE (GERMANY) UNITED KINGDOM JAPAN
3-Month 2-Year 10-Year 3-Month 2-Year 10-Year | 3-Month 2-Year 10-Year | 3-Month 2-Year 10-Year
A WEEKLY (LHS) 0.03 0.13 0.17 0.1 0.17 0.13 -0.01 0.26 0.25 0.02 -0.01 0.00
LAST (RHS) 5.37 4.38 4.05 3.66 2.56 2.16 5.23 4.24 3.79 -0.19 0.04 0.61

CURRENCY RETURNS

TW$ DXY MXN INR GBP CNY EUR CAD CHF AUD KRW JPY

(Trade Wt) ($Index) (Mexico) (India) (UK) (China) (Euro)  (Canada) (Switz.) (Aussie) (Korea) (Japan)
A WEEKLY 1.1 1.1 0.5 0.1 0.1 0.7 -0.9 -0.9 -1.0 -1.5 -1.9 2.5
A YEAR-TO-DATE 11 1.1 0.5 0.1 0.1 0.7 0.9 -0.9 -1.0 -1.5 -1.9 2.5

Note: Currency returns are in relation to USD; DXY and TW$ are against a basket of currencies.

S&P 500 SECTOR RETURNS

Health . . . Cons. Comm. . Real . Cons.
Care Utilities Energy Financials frree | s Materials  S&P 500 Estate Industrials Discr. Tech
A WEEKLY 21 1.8 1.1 0.4 0.1 -1.1 -1.4 -1.5 -1.9 -2.1 -34 -4.0
A YEAR-TO-DATE 2.1 1.8 1.1 0.4 0.1 -1.1 -1.4 -1.5 -1.9 =21 -34 -4.0

Source: Northern Trust Asset Management, Bloomberg. AWeekly = Weekly change, A Year-to-date = Year-to-date change. Data as of 1/5/2024.

IMPORTANT INFORMATION. This material is provided for informational purposes only. Information is not intended to be and should not be construed as an offer, solicitation or recommendation with respect
to any transaction and should not be treated as legal advice, investment advice or tax advice. Current or prospective clients should under no circumstances rely upon this information as a substitute for
obtaining specific legal or tax advice from their own professional legal or tax advisors. Information may not be duplicated in any form or disseminated without the prior consent of Northern Trust. Northern
Trust and its affiliates may have positions in, and may effect transactions in, the markets, contracts and related investments described herein, which positions and transactions may be in addition to, or
different from, those taken in connection with the investments described herein. All material has been obtained from sources believed to be reliable, but the accuracy, completeness and interpretation cannot
be guaranteed. The opinions expressed herein are those of the author and do not necessarily represent the views of Northern Trust. Information contained herein is current as of the date appearing in this
material only and is subject to change without notice. Indices and trademarks are the property of their respective owners. All rights reserved. Periods greater than one year are annualized except where
indicated. Returns reflect the reinvestment of dividends and other earnings and are shown before the deduction of investment management fees, unless indicated otherwise.

Past performance is no guarantee of future results. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. There are
risks involved in investing including possible loss of principal. There is no guarantee that the investment objectives of any fund or strategy will be met. Risk controls and models do not promise any level of
performance or guarantee against loss of principal.

© 2023 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, lllinois 60603 U.S.A. Incorporated with limited liability in the U.S. Products and services provided by subsidiaries of
Northern Trust Corporation may vary in different markets and are offered in accordance with local regulation. For more information, read our legal and regulatory information about individual market offices
(available at northerntrust.com/disclosures). Northern Trust Asset Management comprises Northern Trust Investments, Inc., Northern Trust Global Investments Limited, Northern Trust Global Investments
Japan, K.K., NT Global Advisors, Inc. and investment personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company.
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