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Mission Accomplished?
Index Sept. 2024* YTD 2024*
S&P 500 2.1% 22.1%
Russell 2000 0.7% 11.2%
Bloomberg AGG Bond 1.3% 4.8%
MSCI World, Ex-US 0.0% 13.0%

Since passage of the 1977 Federal Reserve Reform Act, the U.S. Federal Reserve (FOMC) has conducted monetary policy
according to the so-called “dual mandate” of promoting maximum employment and stable prices. With the September 18th
announcement of a 50-basis point reduction in the Fed Funds rate, Chairman Powell clearly signaled the FOMC's view that
taming inflation was largely finished and the pivot to promoting full employment was now in place. To put the magnitude of this
decision in context, the previous 50 basis point cut came in September of 2008 just after Lehman Brothers filed for bankruptcy.
The market’s reaction to this rate cut was muted with stocks up less than 2% and longer-term bond prices down. We are
reminded of the old market saying, “buy the rumor, sell the news.”

Chart 1: Historical US Corporate Profits vs. Fed Funds Rate vs. CPI A Y/Y
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SOURCE: St. Louis Federal Reserve



As the chart above illustrates, the US Federal Reserve’s interest rate policy tracks closely with CPI inflation, at times leading and
lagging the trend. It’s certainly debatable whether the FOMC of the Fed is any good at forecasting inflation. While, in the very
short term, markets have reacted positively to this aggressive rate cut, caution of resurgent inflation 6-12 months from now is
also warranted.

As the blue bars in the chart below illustrate, a focus on corporate profits provides a smoother ride for the long-term oriented
investor. As such, we eschew any attempts at forecasting Fed rate cuts, inflationary trends, and most other macroeconomic
indicators. Rather our focus remains on corporate profits trends and the multiples at which markets price them. Since 1954 US
corporate profits have grown at a 6-7% compound annual rate, with only four periods of significant decline.

Current 2025 earnings estimates for the S&P 500 assume 15% growth over 2024, a number almost 2x the historical long-term
average, and wholly dependent on continuation of the Al-related technology boom and a soft-landing/no-landing macro-
economic backdrop. Moreover, the current market multiple of nearly 21x these estimates is more than one standard deviation
above the average over the last 30 years. In the short term, caution is warranted, although as John Maynard Keynes is rumored
to have said, “...markets can remain irrational longer than investors can remain solvent.”

At Seacoast Wealth Management, equity positioning reflects caution. Portfolio companies trade at more than a 10% valuation
discount to the S&P 500, weightings in the highest multiple information technology sector are well below the market, and
estimated earnings growth rates are more reasonable versus longer term history.

As always, we appreciate the opportunity to work with you, and if you have any questions, please do not hesitate to reach out to
your Seacoast Wealth Management Associate.

Disclosures:

Trust and investment management services are offered through Seacoast Wealth Management, a business group of Seacoast Bank. The information contained herein was gathered
from sources believed to be reliable but is not guaranteed by Seacoast Bank nor is it to be considered all-inclusive. Further, the information does not purport to be a complete
analysis of any security, company, or industry mentioned. Opinions regarding any securities and/or security mentioned are subject to change at any time.

This presentation is intended for the sole use of the present or prospective client named and it not to be distributed to any other party. The presentation is not intended as nor does
it constitute tax or legal advice. You should consult your own lawyer, accountant or other professional advisor when planning to implement a strategy. All charts/tables are
presented as illustrations provided for informational purposes only and are not indicative of future results. No guarantee is given that any specific investment or strategy referenced
or described herein will be profitable or will achieve results equal to or exceeding historical, simulated or hypothetical results presented. There is no guarantee that a diversified
portfolio will outperform a non-diversified portfolio or assure or protect against loss in any given market environment. Past performance is not a guarantee of future

results. Securities, Insurance and Advisory Services are: Not a deposit. Not FDIC Insured. Not guaranteed by the bank.
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government agencies, corporate press releases, or trade organizations. All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy
or completeness. Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any securities, and should not be relied on as financial
advice. Forecasts are based on current conditions, subject to change, and may not come to pass. U.S. Treasury securities are guaranteed by the federal government as to the timely
payment of principal and interest. The principal value of Treasury securities and other bonds fluctuates with market conditions. Bonds are subject to inflation, interest-rate, and credit
risks. As interest rates rise, bond prices typically fall. A bond sold or redeemed prior to maturity may be subject to loss. Past performance is no guarantee of future results. All
investing involves risk, including the potential loss of principal, and there can be no guarantee that any investing strategy will be successful. The Dow Jones Industrial Average (DJIA)
is a price-weighted index composed of 30 widely traded blue-chip U.S. common stocks. The S&P 500 is a market-cap weighted index composed of the common stocks of 500 largest,
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