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Aptus 3-Pointers: October 2024 Highlights

Market Overview

October was a month of pivotal events and market activity, including earnings releases,
an upcoming election, and a Federal Reserve meeting. Volatility surged as the term
premium increased, contributing to fluctuations in long-term yields and signaling
potential structural shifts in fixed-income markets. Despite the uncertainty, equity
markets showed resilience, with significant attention to large-cap versus small-cap
performance and the role of operating leverage among U.S. companies. Mortgage rates,
meanwhile, rose sharply, reflecting changes in lending conditions and posing challenges
in the real estate sector.

Fixed Income vs. Equities: The Cost of Borrowing

A defining feature of October was the focus on fixed-income markets, as the term
premium spiked, leading to higher yields on the long end of the curve. This shift
underscores the importance of evaluating asset allocation in light of potential long-term
higher rates. Fixed income’s viability as a diversification tool is increasingly scrutinized as
structural pressures on bonds persist. On the equities side, October highlighted the
continued dominance of large caps, driven by operating leverage, contrasting with the
more CapEx-intensive small-cap sector.

Broadening Market Participation: The Small-Cap Anomaly

While historically small caps have led off market bottoms, October revealed an anomaly
with large caps outperforming due to factors like Al adoption and operating leverage. The
October 27 anniversary of the 2022 bull market bottom highlighted this divergence.
Despite the atypical small-cap underperformance, the general market trend remains
positive, bolstered by seasonal factors, historical fourth-quarter strength, and liquidity
inflows, especially in an election year.

Government Expenditures and Economic Growth

The U.S. government's expenditures have now scaled to a level of the size of the third-
largest economy in the world, exerting substantial influence over private sector dynamics.
With a backdrop of increased government spending and calls for addressing fiscal
concerns, October underscored the role of growth and productivity in managing debt
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levels. Rising inflation expectations also point to the need for adjustments in long-term
portfolios, highlighting the challenges and opportunities of navigating a high-spending
economic environment.

Looking Ahead: Election and Economic Outlook

With the U.S. election around the corner and continued liquidity injections, October
closed with cautious optimism. Seasonality trends indicate potential strength in the
fourth quarter, mirroring historical performance patterns. The focus remains on growth
as a cornerstone of market resilience, with notable implications for both equity and fixed-
income strategies.

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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