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U.S. Equity

» Domestic equity markets, as represented by the S&P
500 Index (S&P) and the Russell 3000, returned -2.39% and
-3.06% respectively in December.

» Within the S&P 500, three of the 11 sectors posted positive
returns. The Telecommunications sector was the best
performer for the month, returning 3.58%. The second-best
performing sector was Consumer Discretionary, which posted
a return of 2.39%, while Materials was the worst performing
sector, returning -10.72%.

» Negative returns were seen across all capitalizations, with
small-caps (Russell 2000) returning -8.26%, mid-caps (Russell
Mid Cap Index) returning -7.04%, and large-caps (Russell
1000 Index) returning -2.79%. Growth stocks outperformed
value stocks across all capitalizations during the month.

» According to FactSet Earnings Insight (as of December 20,
2024), the blended (year-over-year) earnings growth for the
S&P 500 in Q4 was 11.9%. For calendar year 2024, analysts
revised estimates down slightly to a (year-over-year) earnings
growth estimate of 9.4%.

Non-U.S. Equity

» Non-U.S. equity markets, represented by the MSCI

ACWI ex-U.S. Index, returned -1.95%. Developed markets,
represented by the MSCI EAFE Index returned -2.27%,

as Europe (MSCI Europe Index) saw returns of -2.44% in
December. Emerging markets (EM), as represented by the
MSCI Emerging Markets Index, returned -0.14% in December,
driven by gains from China (MSCI China Index), which
returned 2.69%.

» Within the ACWI ex-U.S. Index, two of the 11 sectors
posted positive returns. Consumer Discretionary was the
best performing sector for the month, returning 1.69%, while
Information Technology was the second-best performer,
returning 1.52%. Materials was the worst performing sector,
posting a return of -6.02%.

Fixed Income

» U.S. Treasury yields rose in December on concerns about
the staying power of inflation, the growing U.S. deficit, and
worries about potential tariffs. On the shorter end of the yield
curve, the yield on the 2-year rose 9 basis points (bps), and
the 5-year rose 33 bps. Meanwhile, the 10-year and 30-year
U.S. Treasury yield rose 40 bps and 42 bps, respectively.

» The Bloomberg U.S. Aggregate Index (Aggregate) returned
-1.64% in December. Investment-grade (IG) credit as a whole
returned -1.89%, AAA-rated bonds returned -1.03%, AA-rated
bonds returned -2.08%, A-rated bonds returned -1.98%, and
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BBB-rated bonds returned -1.90%. High-yield corporates, as
represented by ICE BofA U.S. High Yield Index saw a return
of -0.43% during the month, while the Broad Treasury Index
returned -1.69%.

Diversifying Assets

» During December, Real Estate Investment Trusts (REITs),
as represented by the MSCI U.S. REIT Index and the FTSE
NAREIT Index returned -7.57% and -7.38% respectively.
Lodging/Resorts performed relatively better than other
sectors during the month, while the Self-Storage sector was
challenged. Listed Infrastructure, represented by the MSCI
World Core Infrastructure Index, returned -6.80% for the
month.

Items to Watch

» The Federal Reserve (Fed) cut rates by 25 basis points
at their December meeting, as expected. New policymaker
projections now forecast two quarter-percentage-point rate
reductions by the end of 2025, which is half a percentage
point less than was anticipated in September.

» Non-farm payrolls rose by 227,000 in November,
rebounding from a weak job creation number in the prior
month. Hourly earnings continued to rise, with average hourly
earnings rising 4% on a 12-month basis. However, the U.S.
unemployment rate edged higher to 4.2% in November from
4.1% in the prior month. The latest initial jobless claims eased
by 1,000 to 219,000, but continuing claims rose by 46,000 to
1.91 million, suggesting that unemployed workers are finding
it harder to land new jobs, which could mean that demand for
workers is waning, despite a strong economy.

» Headline inflation (CPI) came in at 2.7% on an annual
basis and 0.3% monthly, in line with forecasts. Core CPI,
which excludes volatile food and energy, remained flat at
3.3% on an annual basis. Much of the November increase in
the CPI came from shelter costs, which have been one of the
most stubborn components of inflation. In addition, both used
and new vehicle prices increased in November, reversing the
recent trend of declining prices.

» In Europe, the European Central Bank (ECB) projects
growth to be at 1.1% in 2025, down from a previous projection
of 1.3%. The ECB has also signaled further easing ahead,
based on current growth pressures.

» Across the Pacific, China’s top decision-making body
pledged in December to implement more proactive fiscal
policy and to adopt a “moderately loose” monetary policy
next year, the first narrative change since 2008. However, the
leadership left key details of how it would realize “reasonable
price recovery” unclear.
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Total Return of Major Indices

Economic Indicators
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**P/E ratios are calculated based on one-year-forward estimates and adjusted to include only
positive earning results for consistency.

Indices shown are not available for investment. The index data reference herein is the property
of the index provider and/or its licensors. The index provider assumes no liability in connections
with its use and does not sponsor, endorse or recommend the products or services contained
herein. Index returns do not reflect payment of any sales charges or fees an investor would
pay to purchase the securities they represent. The imposition of these fees and charges would
cause investment performance to be lower than the performance shown.

The views expressed within this material constitute the perspective and judgment of U.S.
Bancorp Asset Management, Inc. at the time of distribution and are subject to change. Any
forecast, projection, or prediction of the market, the economy, economic trends, and equity

or fixed-income markets are based upon current opinion as of the date of issue and are

also subject to change. Opinions and data presented are not necessarily indicative of future
events or expected performance. Information contained herein is based on data obtained from
recognized statistical services, issuer reports or communications, or other sources, believed to
be reliable. No representation is made as to its accuracy or completeness.

PFM Asset Management serves clients in the public sector and is a division of U.S. Bancorp
Asset Management, Inc., which is the legal entity providing investment advisory services. U.S.
Bancorp Asset Management, Inc. is a registered investment adviser, a direct subsidiary of
U.S. Bank N.A. and an indirect subsidiary of U.S. Bancorp. U.S. Bank N.A. is not responsible
for and does not guarantee the products, services, or performance of U.S. Bancorp Asset
Management, Inc.
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