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THE ECONOMY AT A GLANCE

ECONOMIC HIGHLIGHTS o ey
I —

RAISING 3Q GDP GROWTH FORECAST GDP TRENDS & OUTLOOK (% CHANGE)
We areraising our third-quarter 2024 forecast for GDP growth 40
t03.0% from 1.6%. The most-significant changes to our model

are increases in our estimates for the big services category

and increases to investments in equipment and intellectual 30 |
property. We still expect 3Q core PCE inflation 0f 2.2%. Our

research pointstoaU.S. economy thatis healthy and growing.
Recentpositive surprises came from the Fed’s 50-basis-point 20 1
rate cut; the ISM Services Index, which helps in forecasting

about 45% of GDP; and September nonfarm payrolls. GDP

growth of 3% in 2Q also dispels lingering recession fears. 10 1

We are raising our 4Q24 GDP growth estimate to 2.3% from

1.7% and our full-year 2024 GDP estimate to 2.5% from N’h
1.9%. These do not include adjustments for hurricanes. We 01

still expect 2% growth in 2025. Four indicators support our

assessment of the economy. The Federal Reserve Bank of -10 |

Atlanta’s GDPNowecastrecently was estimating 3Q growth of

3.2%. The New York Fed’s Staff Nowcast for 3Q was 3.1%,

and the 4Q Nowcast was 2.8%. The Weekly Economic Index -20 |
tracked by the Dallas Fed was 2.04%, suggesting 3Q GDP

will be 2.04% higher than a year ago. Finally, the Chicago

Fed National Activity Index recently rose to 0.12 from -0.42. -30
The three-month moving average was little changed at-0.17.

The related Diffusion Index decreased to -0.23 in August

from -0.11 in July. These readings suggest the economy is
growing slightly below average, but not contracting.

Source: Bureau of Economic Analysis; Argus Economics
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ECONOMIC HIGHLIGHTS (coninue)

CHECKING OUR LIST: HOLIDAY SALES MAY RISE 3%
We expect holiday retail sales to rise about 3% this year to
almost $1 trillion. Our experience is that when U.S. con-
sumers are employed, they go out of their way make the
season special. We believe the Fed’s 50-basis-point rate cut
last month, unemployment’s downtick to 4.1%, and the po-
tential for 3% GDP growth in 3Q are catalysts to make the
season bright. The average annual sales gain during the past
20 holidays has been 4%, with a 3.8% increase last year and
a high of 12% in the pandemic-recovery year of 2021. The
only decline, of 4.7%, came as the economy entered a deep
recession in 2008. We calculate holiday sales the same way
the National Retail Federation (NRF) does, based on the year-
over-year change in the Commerce Department’s Retail Sales
data for the combined months of November and December.
Like the NRF, we exclude sales at gas stations, car dealers,
and restaurants -- and focus on core retail. There are three
categories that represent two-thirds of holiday-season sales
and drive our forecast: grocery stores, general merchandise
stores, and e-commerce. Our forecasts for those categories
are +2%, +3%, and +6.5%, respectively. Why is our forecast
slightly below the historical average in a strong economy?
Retail sales have a heavy weighting in non-durable goods,
which has not been a blockbuster category, declining 0.8%
in the 1Q GDP report and rising only 1.7% in the 2Q report.
As well, a lot of the strength in both GDP and consumer
spending has been in services, which also aren’t a major
factor in retail sales. Finally, GDP has had a big boost from
investments, including Al, which aren’t a factor in retail sales.
Within our sales forecast, e-commerce is the biggest category,
representing 30% of holiday sales. While e-commerce could
grow faster than our 6.5% estimate, it has a tough comparison
in an already big category. What would it take for holiday
sales to grow 4%? Nine percent growth in e-commerce might
do it, but that’s a high hurdle.
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Source: National Retail Federation calculations based on
US Census Bureau data. Argus estimate.
Footnote: Non-seasonally adjusted retail sales, in billions.
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FINANCIAL MARKET HIGHLIGHTS

GLOBAL STOCKS PRICED
AT DISCOUNT TO U.S. STOCKS

As worldwide markets are challenged by higher interest
rates, conflict in the Middle East, and the battle between
Russia and Ukraine, one thing has not changed: U.S. stocks
are more expensive than global stocks. And with the large
run-up in stock prices in late 2023 and the first half 0£ 2024,
U.S. stocks are even more expensive. The trailing P/E ratio
on the S&P 500 is 28, above the global average of 14. The
current dividend yield for the S&P 500 is 1.2%, versus the
global average of 2.8% and Asian, Australian and Latin
American yields of 3%-6%. The foreign region that does not
completely fit the pattern is the Middle East. The average
P/E on a Saudi Arabian stock is a relatively high 17. This
can be attributed to high oil prices. One reason investors
generally are willing to pay a higher price for North American
securities is the transparency of the U.S. financial system as
well as the liquidity of U.S. markets. What’s more, global
returns can be volatile across individual countries, given
currency, security, political, and geopolitical risks. Even so,
we recommend that growth investors have approximately
5%-10% of their equity allocations in international stocks
to take advantage of the value.

CAN CHINA RALLY LAST?

Does the recent rally in Chinese stocks have legs? Economic
trends in China bear watching and will go a long way toward
supporting stock-market momentum. China is an $18 trillion
economy and represents just below 20% of the global econ-
omy. Thus, China is a critical contributor to overall global
economic growth. In fact, 4% growth in the Chinese economy
today adds more to global output than 10% growth 10 years
ago, when China was growing faster but was smaller. The
latest rally in the Chinese stock market was kicked off by
a series of events. The People’s Bank of China cut interest
rates, eased reserve requirements for banks, and reduced
the cost of existing mortgages. It also unleashed schemes
to provide more capital for institutional investors to buy
stocks and for corporations to buy back their own shares. It
did not rule out launching a sovereign wealth fund devoted
to purchasing local shares. And there may be more stimulus
to come. What is unknown at this point is the scale of the
investments. To ensure a pronounced period of recovery and
growth, spending plans should account for 3%-4% of total
GDP over the next two years, in our opinion. That’s a price
tag of $600-$700 billion.
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ECONOMIC TRADING CHARTS & CALENDAR

Release: Consumer Confidence Release: GDP Annualized QoQ Release: GDP Price Index
Date: 10/29/2024 Date: 10/30/2024 Date: 10/30/2024
Month: October Month: 3Q Month: 3Q
Previous Report: 98.7 Previous Report: 3.0% Previous Report: 2.5%
Argus Estimate:  98.5 Argus Estimate:  3.0% Argus Estimate:  2.3%
Street Estimate:  98.5 Street Estimate:  3.0% Street Estimate: NA
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Source: The Conference Board Source: Bureau of Economic Analysis
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Release: PCE Deflator Release: PCE Core Deflator Release: Personal Income
Date: 10/31/2024 Date: 10/31/2024 Date: 10/31/2024
Month: September Month: September Month: September
Previous Report: 2.2% Previous Report: 2.7% Previous Report: 5.6%

Argus Estimate:  2.1% Argus Estimate:  2.6% Argus Estimate:  5.6%

Street Estimate:  2.1% Street Estimate:  2.6% Street Estimate:  NA
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Source: US Bureau of Economic Analysis \/jume: US Bureau of Economic Analysis
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Source: Bureau of Economic Analysis
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Release: Personal Spending Release: Nonfarm Payrolls Release: Unemployment Rate
Date: 10/31/2024 Date: 11/1/2024 Date: 11/1/2024

Month: September Month: October Month: October

Previous Report:  5.2% Previous Report: 254000 Previous Report: 4.1%

Argus Estimate:  5.1% Argus Estimate: 60000 Argus Estimate:  4.1%

Street Estimate:  NA Street Estimate: 135000 Street Estimate:  4.1%

7% 500,000 45%

Source: Bureau of Economic Analysis Source: Bureau of Labor Statistics Source: Bureau of Labor Statistics
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Previous Week’s Releases and Next Week’s Releases on next page.




ECONOMIC TRADING CHARTS & CALENDAR (conTINUED)

Previous Week's Releases

Release: Average Weekly Hours Release: Average Hourly Earnings Release: ISM Manufacturing
Date: 11/1/2024 Date: 11/1/2024 Date: 11/1/2024
Month: October Month: October Month: October
Previous Report: 34.2 Previous Report: 4.0% Previous Report: 47.2
Argus Estimate:  34.1 Argus Estimate:  4.0% Argus Estimate:  48.0
Street Estimate:  34.2 Street Estimate:  NA Street Estimate:  48.0
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Release: ISM New Orders Release: Construction Spending

Date: 11/1/2024 Date: 11/1/2024

Month: October Month: September

Previous Report: 46.1 Previous Report: 4.1%

Argus Estimate:  46.2 Argus Estimate:  4.0%

Street Estimate:  NA Street Estimate: NA
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Next Week's Releases

Previous Argus Street
Release Report Estimate Estimate Actual
21-Oct Leading Index September 0.3% -0.1% -0.3% 0.5%
23-Oct Existing Home Sales September 3.86 Min. 3.92 Min. 3.85 Min. NA
24-Oct New Home Sales September 716 K 720 K 716 K NA
25-Oct Durable Goods Orders September -0.5% -4.5% NA NA

Previous Argus Street

Release Report Estimate Estimate Actual
4-Nov Factory Orders September 0.9% NA NA NA
5-Nov ISM Services Index October 54.9 NA NA NA

Trade Balance September -$70.4 Bil. NA NA NA
7-Nov Nonfarm Productivith 3Q 2.5% NA NA NA

Unit Labor Costs 3Q 0.4% NA NA NA

Wholesale Inventories September 0.6% NA NA NA

Total Vehicle Sales October 15.8 min. NA NA NA
8-Nov U. of Michigan Sentiment October 68.9 NA NA NA




Disclaimer

Argus Research Co. (ARC) is an independent investment research provider whose parent company, Argus Investors’ Counsel, Inc. (AIC), is registered
with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither The Argus
Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and does not have investment
banking operations. The Argus trademark, service mark and logo are the intellectual property of The Argus Research Group, Inc. The information
contained in this research report is produced and copyrighted by Argus Research Co., and any unauthorized use, duplication, redistribution or
disclosure is prohibited by law and can result in prosecution. The content of this report may be derived from Argus research reports, notes, or
analyses. The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Argus makes no
representation as to their timeliness, accuracy or completeness or for their fitness for any particular purpose. In addition, this content is not prepared
subject to Canadian disclosure requirements. This report is not an offer to sell or a solicitation of an offer to buy any security. The information
and material presented in this report are for general information only and do not specifically address individual investment objectives, financial
situations or the particular needs of any specific person who may receive this report. Investing in any security or investment strategies discussed may
not be suitable for you and it is recommended that you consult an independent investment advisor. Nothing in this report constitutes individual
investment, legal or tax advice. Argus may issue or may have issued other reports that are inconsistent with or may reach different conclusions than
those represented in this report, and all opinions are reflective of judgments made on the original date of publication. Argus is under no obligation
to ensure that other reports are brought to the attention of any recipient of this report. Argus shall accept no liability for any loss arising from the
use of this report, nor shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve
risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance.
Argus has provided independent research since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in
this report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of covered companies, or may own more than
one percent of a covered company’s stock. Argus Investors’ Counsel (AIC), a portfolio management business based in New York, NY, is a customer
of Argus Research Co. (ARC), also based in New York. Argus Investors’ Counsel pays Argus Research Co. for research used in the management
of the AIC core equity strategy and model portfolio and UIT products, and has the same access to Argus Research Co. reports as other customers.
However, clients and prospective clients should note that Argus Investors’ Counsel and Argus Research Co., as units of The Argus Research Group,
have certain employees in common, including those with both research and portfolio management responsibilities, and that Argus Research Co.
employees participate in the management and marketing of the AIC core equity strategy and UIT and model portfolio products. Recipients of the
Research reports in Singapore should contact the Intermediary of the Research Reports in respect to any matters arising from, or in connection
with, the analysis of the report. Where the recipient is not an accredited, expert or institutional investor as defined by the Securities and Futures
Act, the Intermediary accepts legal responsibility for the contents of Research Reports in respect of such recipient in accordance with applicable law.
When reports are distributed by Intermediaries in Singapore, the Intermediary, and not Argus Research, is solely responsible for ensuring

that the recipients of the Research Reports understand the information contained in the Research Reports and that such information is

suitable based on the customer's profile and investment objectives. e




