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get a boost in 2025 from Donald Trump’s new policies. It = Annual S&P 500 Return (eft axis)
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presidential cycle as historically has been good for equity
returns. In all, our economic, earnings, and valuation models
support a forecast for another positive year for stocks. We
expect to see earnings grow 12%, after a 9% increase in
2024; interest rates that will continue to trend lower as the
Fed continues to ease; and valuations that will at least hold
steady. Our target price for the S&P 500 is 6700.
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ECONOMIC HIGHLIGHTS (coninue)

STRONG JOBS REPORT PUTS FED ON HOLD

The Bureau of Labor Statistics (BLS) reported that the U.S.
economy generated 256,000 new jobs in December, well
above the consensus of 160,000. Our forecast was 125,000.
The report confirmed that the U.S. economy is strong and
suggested that it needs little additional stimulus from the
Federal Reserve. November’s payrolls were revised lower
by 15,000 to 212,000. October was revised up by 7,000 to
43,000. December’sresult and overall revisions to past results
kept the three-month average near 170,000. The 12-month
average was a strong 186,000 in2024, but down from 251,000
in 2023. The December unemployment rate ticked down to
4.1%, which was below our estimate and the consensus.
Average hourly earnings increased 10 cents month to month
and are 3.9% higher year over year (compared to 4.0% in
November). This is good news for consumers, and may not
worry the Fed as long as productivity remains strong. The av-
erage workweek was 34.3 hours for a fifth consecutive month,
which matched our estimate and the consensus. Employment
increased in healthcare, government, and social assistance.
Retail trade added jobs in December, following a job loss
in November. Employment showed little change in mining,
quarrying, and oil and gas extraction; construction; manu-
facturing; wholesale trade; transportation and warehousing;
information; financial activities; professional and business
services; and other services. After the report, futures contracts
suggested a 97% probability that the Fed will maintain the
funds target at 4.25%-4.5% on January 29, compared with
a 93% probability before the report. The probability that the
funds target will remain unchanged after the March meeting
rose to 74%, from 60% before the release. The probability
that the fed funds target will be lower after the May 7 meeting
dropped to 32% from 44%.
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FINANCIAL MARKET HIGHLIGHTS

STOCKS ABOVE FAIR VALUE

Our stock/bond asset-allocation model, which we call the
Stock-Bond Barometer, is indicating that bonds are the asset
class offering the most value at the current market juncture.
Our model takes into account real-time levels, growth rates,
and forecasts of short-term and long-term government and
corporate fixed-income yields, inflation, stock prices, GDP,
and corporate earnings, among other factors. The output is
expressed in terms of standard deviations to the mean, or
sigma. The mean reading from the model, going back to
1960, is a modest premium for stocks, of 0.09 sigma, with a
standard deviation of 1.05. In other words, stocks normally
sell for a slight premium valuation, which they have since
inflation started kicking higherin 2022. The current valuation
level now is a 0.45 sigma premium for stocks, reflecting
in large part the move higher in long-term interest rates
since the start of autumn and the conclusion of the election.
Other valuation measures also show reasonable multiples
for stocks. The current forward P/E ratio for the S&P 500
is approximately 21, within the normal range of 15-24.
The current S&P 500 dividend yield of 1.2% is below the
historical average of 2.9%, but is also 26% of the 10-year
Treasury bond yield, compared to the long-run average of
39%. Further, the gap between the S&P 500 earnings yield
and the benchmark 10-year government bond yield is about
305 basis points, compared to the historical average of 400.
Lastly, the ratio of the S&P 500 price to an ounce of gold
is now 2.2, within the historical range of 1-to-3. We expect
the results from our stock-bond valuation model to tilt more
toward stocks, as EPS growth picks up. Based in part on the
output from our Stock-Bond Barometer, our recommended
asset-allocation model for growth accounts is 70% growth
assets and 30% fixed-income.
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ECONOMIC TRADING CHARTS & CALENDAR

Release: Leading Index Release: Existing Home Sales
Date: 1/22/2025 Date: 1/24/2025
Month: December Month: December
Previous Report: 0.3% Previous Report: 4.15 min.
Argus Estimate:  0.2% Argus Estimate:  4.00 min.
Street Estimate:  -0.1% Street Estimate:  4.15 min.
1% 5.00 min.
0% /

\/W/ 400 min. //\N/
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Source: The Conference Board Source: National Association of Realtors
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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

Date Release
14-Jan PPI Final Demand
PPI ex-Food & Energy

15-dan Consumer Price Index
CPI ex-Food & Energy

16-Jan Retail Sales

Retail Sales ex-autos
Import Price Index
Business Inventories

17-Jan Industrial Production
Capacity Utilization
Housing Starts

Next Week's Releases

Date Release
27-Jan New Home Sales

28-Jan Durable Goods Orders
Consumer Confidence

30-Jan GDP Annualized QoQ
GDP Price Index

30-Jan PCE Deflator

PCE Core Deflator
Personal Income
Personal Spending

Month
December
December

December
December

December
December
December
November

December
December
December

Month
December

December
January

4Q "1st est."
4Q "1st est."

December
December
December
December

Previous
Report
3.0%
3.5%

2.7%
3.3%

3.8%
3.2%
1.3%
2.4%

-0.9%
76.8%
1,289K

Previous
Report
664K

-6.4%
104.7

3.1%
1.9%

2.4%
2.8%
5.3%
5.5%

Argus
Estimate
3.0%
3.2%

2.9%
3.3%

3.5%
2.9%
1.2%
2.5%

-0.4%
76.6%
1,300K

Argus
Estimate
NA

NA
NA

NA
NA

NA
NA
NA
NA

Street
Estimate
NA
NA

NA
3.2%

NA
NA
NA
NA

NA
77.0%
1,315K

Street
Estimate
NA

NA
NA

NA
NA

NA
NA
NA
NA

Actual
3.3%
3.5%

NA
NA

NA
NA
NA
NA

NA
NA

Actual
NA

NA
NA

NA
NA

NA
NA
NA
NA
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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




