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Market Expectations & Sentiment
» Expected growth of earnings of S&P 500 companies
continues to appear ambitious. Earnings per share for - Total Returns for Select Indexes: YTD Through June 2024 I
calendar year 2025 is currently expected to be $279 versus 14.0% 15.3%

$245 for 2024, a 14% increase, which is well-above 15% 11.6%
historical average. 10% 7.6%
47% 5.8%
9 . 3.2% '
» Even if ambitious earnings estimates of 2025 do 5% 0.7% 1.7% . . I
materialize, such expectations may already be reflected in 0% | ||

the price of the S&P 500 Index, which currently trades at a
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» The June 2024 reading of the Consumer Price Index Diversified Portfolio is comprised of 40% MSCI ACWI, 40% Bloomberg US Aggregate, 5% FTSE US 3 Mo. T-Bills, 9%, HFRX Global Hedge Funds,
surprised markets by registering a decline from May 2024, 3% Bloomberg Commodity Index, and 3% FTSE NAREIT All Equity REITS Total Return Index
Core items and housing prices also showed signs of

deceleration.

» The US labor market continued the trend of cooling, with

) : Expectations Are Back-End Loaded S&P 500 Index, Equity Risk Premium (ERP)
the percentage of people over age 16 actively looking for $80.5
work at its highest level in 27 months and continuing ) $ Earnings per Share ERP Average +1St. Dev. -1St. Dev.
unemployment claims moving higher. $70.5 1000
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»  Much of the stock market rally from since October 2023 $60.5
has been driven by increased expectations rather than 600
realized earnings. $50.5
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»  Virtually all of the recent earnings growth within the S&P $40.5
500 Index has been attributable to seven mega-cap stocks 200
(a.k.a. the “Magnificent Seven”). As of the second quarter $30.5
of 2024 for example, the Magnificent Seven’s net income 0
had increased by 28% for the trailing year versus a $20.5
decrease of 1% for the remaining 493 stocks in the index. -200
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Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other financial
instrument or to participate in any trading strategy. Please refer to important information, disclosures and qualifications at the end of this material. Source: Morgan Stanley Wealth Management GIC as of July 17, 2024. Equity risk
premium is the excess return that an individual stock or the overall stock market provides over a risk-free rate. The risk-free rate represents the interest an investor would expect from an absolutely risk-free investment over a
specified period of time. Chart Sources: (Top) FactSet, Morgan Stanley Wealth Management Global Investment Office.; (Left) Morgan Stanley Wealth Management GIC and Bloomberg as of July 15, 2024, (Right) Morgan Stanley
Wealth Management GIC and Bloomberg as of June 30, 2024; Hyas Group is a separate business unit within Morgan Stanley Institutional Investment Advisors LLC © 2024 Morgan Stanley. CRC 6850817-8/24. The attached
contains an update from Morgan Stanley. While it is intended for the Morgan Stanley Smith Barney client base, we thought it might be of interest to you for educational purposes. Should you have any questions, please contact
your Hyas Group Consultant.





