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STOCK AND BONDS BOUNCE BACK

Stocks and bonds bounce back in November,
with stocks seeing their best month of 2024

Stocks and bonds bounce back in November November was the best month for stocks since

Monthly returns, 10/1/2024 - 11/30/2024 November of last year
Monthly returns, 11/1/2023 - 11/30/2024
m U.S. Stocks U.S. Bonds

Month Stocks Bonds
5.9% Nov-24 5.9 1.1
Oct-24 -0.9 -2.5
Sep-24 2.1 1.3
Aug-24 2.4 1.4
1.1% Jul-24 1.2 2.3
Jun-24 3.6 0.9
— May-24 5.0 1.7
_0.9% Apr-24 4.1 -2.5
. Mar-24 3.2 0.9
-2.5% Feb-24 5.3 -1.4
Jan-24 1.7 -0.3
Oct Nov Dec-23 4.5 3.8
Nov-23 9.1 4.5

Morningstar as of 11/30/24.U.S. stocks are represented by the S&P 500 TR Index, U.S. bonds represented by the Bloomberg U.S. Agg Bond TR Index. Past performance does not guarantee or indicate future results. Index performanceis for illustrative
purposes only. You cannot invest directly in the index.
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S&P ENVY

Investors are likely feeling S&P envy again in

2024

The balanced portfolio had another good year,

but trailed U.S. stocks by a large margin

1/1/2024 - 11/30/2024
m U.S. Stocks

26.0%

18.0%

2023

60/40 portfolio
28.1%

18.0%

What would the next bear market need to look like
for a 60740 portfolio to catch up to the S&P 500?

2024 YTD

60740
S&P 500 portfolio Capture
(growth of f .
$100K) (growth o ratio
$100k)
Bull market
return +74.3% +46.9% 63%
(10/12/22- ($174,300) ($146,900) °
11/30/24)
Potential bear
-34% -21.4% o
market re.turn (-$59.262) (-$31.437) 63%
(hypothetical)
Potential
overall bull +15% +15.5% o
and bear ($115,038) | ($115463) 100.4%
market return

Morningstar as of 11/30/24.U.S. stocks are represented by the S&P 500 TR Index, U.S. bonds represented by the Bloomberg U.S. Agg Bond TR Index. Past performance does not guarantee or indicate future results. Index performanceis for illustrative

purposes only. You cannot invest directly in the index.
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INFLOWS IN STOCK FUNDS IN 2024

Modest inflows in stock funds YTD 2024
bodes well for stock returns in 2025

Stock mutual fund and ETF flows by year U.S. stock performance following different inflow
17171993 - 10/31/2024 years for stock mutual funds and ETFs
17171993 - 10/31/2024
10 best infl 2021
estintiow years
Middle inflow years (11) 35358
I 10 worst inflow years 24.2%
2024 11.3%
$81B
| I.l || — - |
1.6%
2020 Best 10 calendar Middle calendar Worst 10
_$239B years for stock years for stock calendaryears
OFTLONMNDNOANNTDONMNDNOANNINMONMNDODNDO A NMI fund flows fUﬂdf|OWS(ll) for stock fund
DN OO0O0000000 0 A A d A A A A dddNNNNN
NN NINOO0OO0O0O0O0O00O000000000000O0O0O00O flows
A A A A A AN AN ANANANANANANANNANANANNANANNNNNNNNNN

Source: Morningstar as of 11/30/24. Stock mutual funds and ETFs are represented by Morningstar Broad Equity Category. Stock market represented by the S&P 500 Index. Past performance does not guarantee or indicate future results. Index performance is
forillustrative purposes only. You cannot invest directly in the index.
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HISTORIC STOCK AND BOND CORRELATIONS

High stock and bond correlations are more
historic than most realize

Stocks have lost money 32% (379 out of 1187) of
calendar months since 1926. How have bonds

performed in those months?
Monthly returns, 1/1/1926 - 11/30/2024

Bonds
negative, Bonds
43.5% positive,
56.5%

When stocks have lost money in recent periods,

bonds have lost money as well
Past 3 years, 11/1/2021 - 11/30/2024

Month Stocks Bonds

Nov-21 -0.69 0.30 |——
Jan-22 -5.17 -2.15
Feb-22 -2.99 -1.12

Apr-22 -8.72 -3.79 The last 13 months in
Jun-22 -8.25 -1.57 which stocks have lost
Aug-22 _4.08 283 money, bonds have lost as
- - well.
Sep-22 -9.21 -4.32
Dec-22 -5.76 -0.45 This is the longest streak
Feb-23 | -2.44 259 in history (since 1926);
- . the previous high was 6
Aug-23 -1.59 -0.64 months in a row (1994)

Sep-23 -4.77 -2.54
Oct-23 -2.10 -1.58
Apr-24 -4.08 -2.53
Oct-24 -0.91 -248 —

Morningstar as of 11/30/24.U.S. stocks are represented by the S&P 500 TR Index from 3/4/57 to 11/30/24 and the IASBBI U.S. Lrg Stock TR USD Index from 1/1/26 to 3/4/57,U.S. bonds represented by the IA SBBI US Gov IT Index from 1/1/26 to
1/3/89 and the Bloomberg U.S. Agg Bond TR Index from 1/3/89to 11/30/24. Past performance does not guarantee or indicate future results. Index performance is forillustrative purposes only. You cannot invest directly in the index.
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SMALL CAP COMEBACK

Small caps bounced in November, but we

have seen this before

Small caps rallied in November
1/1/2024 - 11/30/2024

B Small cap stocks Large cap stocks

28.1%

21.6%

11.0%

6.0%

November 2024 was only the 19t best month for
small caps since 1979

1/1/71979 - 11/30/2024

Best 20 months for small cap

1 year performance

November YTD 2024

performance following
S&P 500 Small Caps S&P 500 Small Caps

Nov-20 10.9 18.4 -14.6 -18.5
Feb-00 -1.9 16.5 -16.1 -3.6
Apr-09 9.6 15.5 15.6 25.8
Oct-11 10.9 15.1 19.3 30.1
Oct-82 115 144 4.7 -8.2
Apr-20 12.8 13.7 15.6 -5.8
Jan-85 7.8 13.2 18.7 5.7
Sep-10 8.9 12.5 18.0 13.4
Dec-23 4.5 12.2 ? ?
Aug-84 110 11.8 28.4 17.3
Jan-87 135 11.6 16.6 25.0
Dec-99 5.9 11.3 -12.2 4.8
Jan-19 8.0 11.2 18.4 20.0
Jul-80 7.0 11.2 -11.5 -18.8
Feb-91 7.2 11.2 10.6 13.2
Nov-16 3.7 11.2 7.3 1.9
May-97 6.1 11.1 21.8 -9.3
Oct-22 8.1 110 36.4 26.8
Nov-24 5.9 110 ? ?
May-03 5.3 10.7 6.3 4.7
Avg 7.8 12.7 10.2 6.9

Source: Morningstar as of 11/30/24. Small cap stocks represented by the Russell 2000 TR Index, Large cap stocks are represented by the S&P 500 TR Index. Past performance does not guarantee or indicate futureresults. Index performance is

forillustrative purposes only. You cannot invest directly in the index.
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STOCKS FUNDS AND CAPITAL GAIN DISTRIBUTIONS

Largest equity mutual funds have potential
capital gain distribution challenges

Average of the top 25 largest stock mutual funds Why Gains + Turnover + Outflows Set Up Capital
Top 25 largest active mutual funds, as of 11/30/2024 Gains Distributions

$1098B Unrealized gains: Large stock market gains create large
amounts of unrealized gains embedded in mutual funds

(almost half the funds today, 43%).
21 of the 25 of

largest active
stock funds are

in outflows Selling stocks to meet redemptions or reposition
overthelast12 £33 009 2 portfolio: A Mutual Fund that has outflows has to sell
manths stocks in order to meet redemptions, often triggering

capital gains distributions.

25.0%

Remaining shareowners bear the burden: A mutual
3 fund shrinking due to redemptions also amplifies the tax

| consequence for remaining shareowners.
-$9B
Fund Size Turnover Fund Flows Avg potential
last 12 mo cap gain

exposure

Source: Morningstar as of 11/30/24. Equity mutual funds are represented by the Morningstar Broad Equity category, oldest share class only. Past performance does not guarantee or indicate future results. Index performance s for illustrative purposes only.
You can not invest directly in the index.
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REAL YIELDS FOR BONDS ARE BACK

Real yield (inflation-adjusted) for bonds is
back and at the highest level since 2015

Real yields for the 10-year U.S. Treasury bond Bonds have historically performed significantly

10-year Treasury minus inflation rates, 11/1/14 - 10/31/24 better whe“ real yields are positive
Average annual returns over following 12 months, since 1976

1.8% 1.6% 8.1%
2.0
1.0 I‘/\NJ
0.0 f\

-1.0
-2.0
-3.0
-4.0
-5.0

-6.0
-7.0

W 0.2%

—_—

When bond real yields are  When bond real yields are
POSITIVE NEGATIVE

Source: Morningstar and the St Louis Federal Reserve as of 11/30/24..U.S. bonds represented by the Bloomberg U.S. Agg Bond TR Index. Inflation represented by the annual consumer price index. Past performance does not guarantee or indicate future
results. Index performance is for illustrative purposes only. You cannot invest directly in the index.
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ALTERNATIVE FUNDS HAVE IMPROVED

Alternative mutual funds generating more
return and better diversification today

Alternative mutual funds have seen better ...While correlations to stocks have declined in
performance vs. 10+ years ago... recent years
Average annual decade-to-date returns as of 11/30/24 Average annual decade-to-date correlation as of 11/30/24
4.7%
re et
MO

3.3%

0.37

1.5%

2010-2014 2014-2019 2020-2024 2010-2014 2015-2019 2020-2024

Morningstar as of 11/30/24. Alternative mutual funds are represented by the Morningstar Broad Alternatives Category, oldest share class only. Past performance does not guarantee or indicate future results. Index performance s for llustrative purposes only.
You cannot invest directly in the index.
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Student of the Market: December 2024

1-Year 5-Year Average 10-Year Average
Returns as of 11/30/24 Return Annual Return Annual Return
S&P 500 TR USD 33.89 15.77 13.35
Bloomberg US Agg Bond TR USD 6.88 -0.01 1.52
IASBBI US IT Govt TR USD 6.90 0.51 1.49
IA SBBI US Large Stock TR USD Ext 33.89 15.77 13.35
Russell 2000 TR USD 36.43 9.90 9.05
US BLS CPI All Urban NSA 1982-1984 2.60 4.17 2.89

Source: Morningstar as of 11/30/24. Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.

Index Definitions:

* The S&P 500 TR Index is an unmanaged index that is generally considered representative of the U.S. stock market on a total return basis. Included are the largest 500 stocks by market cap.

* The IASBBI IT US Large Stock TR Index is an unmanaged index that is generally considered representative of the historical U.S. stock market on a price return basis prior to the inception of the
S&P 500 TR Index in 1970.

* The Bloomberg U.S. Agg Bond TR Index is an unmanaged index that is generally considered representative of the U.S. bond market on a total return basis.

* The IASBBI IT Govt TR Index is an unmanaged index that is generally considered representative of the historical U.S. bond market on a total return basis prior to the inception of the

* The Russell 2000 TR Index is an unmanaged index that is generally considered representative of the 2,000 largest stocks in the entire U.S. stock market on a total return basis.

* The US BLS CPI All Urban NSA 1982-1984 Index is an unmanaged index that is generally considered representative of the U.S. inflation rate on a non-seasonally adjusted basis.

This information is derived from sources that are considered reliable, but BlackRock does not guarantee the veracity, currency, completeness or accuracy of this information.

Important notes:
Source: Morningstar. Performance data quoted represents past performance and is no guarantee of future results. Current performance may be lower or higher than that shown. ©2024

Morningstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the confidential and proprietary information of Morningstar, (2) may include, or be
derived from, account information provided by a financial advisor which cannot be verified by Morningstar, (3) may not be copied or redistributed, (4) do not constitute investment advice offered by
Morningstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security, and (6) are not warranted to be correct, complete or accurate. Except as
otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or opinions or their
use.

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment
strategy. The opinions expressed are as of 10/31/24 and may change as subsequent conditions vary. The information and opinions contained in this material are derived from proprietary and
nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Past performance is no guarantee of future results. There is no
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

This material is provided for information purposes only and is not intended to be an offer or invitation to anyone to invest in any BlackRock products or services. The information and opinions
contained herein are not guaranteed as to accuracy or completeness, and are subject to change without notice.

All financial investments involve an element of risk. Therefore, the value of your investment and the income from it will vary and your initial investment amount cannot be guaranteed.
UNLESS OTHERWISE SPECIFIED, ALL INFORMATION CONTAINED IN THIS DOCUMENT IS CURRENT AS OF 10/31/24.

©2024 BlackRock, Inc or its affiliates. All Rights Reserved. BlackRock is a trademark of BlackRock, Inc. or its affiliates. All other trademarks are the property of their respective owners.
NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC. Member FINRA.

This information is derived from sources that are considered reliable, but BlackRock does not guarantee the veracity, currency, completeness or accuracy of this information.
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