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Aptus Market Outlook: December 2024 Highlights

2024 in Review and the 2025 Theme

The bull market continued its momentum over the past year, with the S&P 500 surging 70.3% since
the rally began in October 2022. As we approach 2025, Aptus remains optimistic about the market's
potential. While political and economic challenges could introduce short-term volatility, the
market's structural strengths and the resilience of the broader economy provide a strong
foundation for sustained growth. Aptus’ philosophy underscores a long-term bullish stance on
equities, embracing the potential for growth even amid periods of turbulence.

Consumer Strength and Market Resilience

A key driver of market performance remains the strength of the U.S. consumer. Rising wages, stable
employment, and increased financial asset values have left households in a robust position to
sustain spending. Revised savings data further highlights this strength, showing consumers are
better prepared than previously thought. This financial resilience supports economic activity and
market stability, reinforcing optimism for the year ahead.

Equity Market Insights

The U.S. equity market, particularly large-cap stocks, is poised to maintain its leadership. These
companies benefit from significant operating leverage, enabling earnings to grow at a multiple of
revenue. While some view high valuations as a concern, Aptus takes a more nuanced approach,
recognizing that today’s market is fundamentally different from past decades. The shift toward
asset-light, innovation-driven businesses has enhanced efficiency and profitability, making
traditional valuation metrics less meaningful.

Fixed Income Challenges

The fixed income market faces persistent headwinds as elevated interest rates continue to weigh
on long-term bonds. With $7 trillion in U.S. debt scheduled for refinancing in 2025, liquidity and
yield curve dynamics will be critical factors to monitor. Despite these challenges, the broader
resilience of the U.S. economy and the flexibility of fiscal policy provide some reassurance against
downside risks.
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Inflation and Fiscal Policy

Inflation remains above the Fed's target, but the trend toward moderation is encouraging. The Fed
has shown willingness to tolerate inflation at elevated levels for a longer period to support overall
economic stability. Fiscal policy continues to play a pivotal role, with policymakers focusing on
strategies to grow nominal GDP and manage debt levels without resorting to austerity. This
approach aligns with Aptus’ view that long-term market opportunities outweigh short-term risks.

Portfolio Strategy for 2025

Aptus’ investment approach for the coming year emphasizes overweighting equities, particularly
U.S. large caps, while reducing reliance on traditional bonds. This strategy leverages the growth
potential of high-quality companies while maintaining a risk-neutral stance. In addition, hedging
strategies remain attractively priced and offer an effective way to mitigate downside risks. Aptus’
philosophy of "owning more stocks, fewer bonds, and thriving in tail-risk scenarios" continues to
guide portfolio construction.

Political and Structural Considerations

The political landscape will play a significant role in shaping market dynamics in 2025. Key issues,
including tax reform, debt ceiling negotiations, and fiscal initiatives, could introduce volatility. While
such factors are worth monitoring, Aptus emphasizes the importance of maintaining a long-term
perspective and focusing on the structural strengths of the market.
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Disclosures

Past performance is not indicative of future results. This material is not financial advice or an
offer to sell any product. The information contained herein should not be considered a
recommendation to purchase or sell any particular security. Forward looking statements cannot
be guaranteed.

This commentary offers generalized research, not personalized investment advice. It is for
informational purposes only and does not constitute a complete description of our investment
services or performance. Nothing in this commentary should be interpreted to state or imply that
past results are an indication of future investment returns. All investments involve risk and unless
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional
before implementing any investment strategy. Investing involves risk. Principal loss is possible.

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment
Adviser registered with the Securities and Exchange Commission. Registration does not imply a
certain level or skill or training. More information about the advisor, its investment strategies and
objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by
calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama.
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