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THE MARKETS

The first quarter of 2024 got off on the right foot for investors. Equity markets
gained early in the year as market participants were cheering on expected rate cuts
and the softest of soft landings. Domestically, the S&P 500 was the top performing
broad index up 10.5%. International equities and small caps were positive in the
first quarter as well, even though they lagged domestic large cap peers, they were
up 4.6% and 5.1%, respectively.

When looking at what styles, factors, and sectors worked for the quarter, there were
some familiar faces and big changes from the fourth quarter of 2023. Large cap
growth was your top style up 11.3%, keeping its top spot for the fifth consecutive
quarter. Momentum was your top factor up 19.5% building on its momentum

from the fourth quarter. Energy was your top broad sector up 13.5% after a tough
ending to 2023 and homebuilders continued their move higher and were the top
subsector up another 14% in the first quarter.

Moving to fixed income, treasury yields were higher in the first quarter as rate cut
expectations moderated. Despite moving higher, the overall shape of the curve
was relatively the same and remains inverted. While the 2s/10s (2-year treasury

/ 10-year treasury yield) spread has improved (-0.39% as of this writing) from its
deepest inversion in July of 2023 (-1.08%) it has been in negative territory now
since July of 2022.

High yield was your top performing broad sector of fixed income up 1.4% for the
quarter while the US Aggregate index was down 78 basis points. We believe that
short-term treasuries (cash) remain an attractive place to position fixed income
exposure as yields have remained around 5% and rate directions are all but certain
today.

THE ECONOMY

In the first quarter, the economy began to show signs of life from a leading
indicator perspective. The Conference Board Leading Economic Index (CBLEI)
registered its first positive month-over-month change in two years in February
2024. The gain was driven by improvements in the Conference Board’s Leading
Credit Index, stock prices, and some employment data. With that in mind, the CB
LEl is still in negative territory on year-over-year basis. Further, the ISM Index of
New Orders, one of the most widely followed leading economic data points, has
yet to recover which would give much more credence to positive reading for the

month.

Inflation began to creep back into the minds of investors, and the Federal Reserve,
this quarter as inflation measures came in above expectations. The higher-than-
expected readings stoked fears that the inflation genie has not been put back

into the bottle. This prompted the Federal Reserve to quickly address the inflation
issue via their communication with Wall Street. In the many press conferences and
interviews, Jerome Powell reiterating the Fed's commitment to curbing inflation
and doing what is necessary to hit their goal of 2% target inflation. The result was a
reduction in the number of rate cuts expected via the Fed’s dot plot from the end
of 2023 (i.e. moving the target Federal Funds Rate for yea end 2024 higher). All

in all, the Fed pickle is alive and well, will they prioritize curbing inflation, risking
capping economic recovery? Or will they let the economy continue humming

along, risking another rise in inflation?
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Yield Curve Changes

S&P 5000 Sector Performance and Weighting
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Crazy for Cocoa Puffs Futures?
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DISCLOSURE

This was prepared by Zermatt Wealth Partners, a federally registered investment adviser under the
Investment Advisers Act of 1940. Registration as an investment adviser does not imply a certain level of
skill or training. The oral and written communications of an adviser provide you with information about
which you determine to hire or retain an adviser. Zermatt Wealth Partners, Form ADV Part 2A & 2B can
be obtained by written request directly to: 3170 Fourth Ave., 3rd Floor, San Diego, CA 92103. This is
not solicitation or a recommendation to buy or sell a specific security and should not be relied upon for
investment making decisions. Neither the information nor any opinion expressed should be construed as
personalized investment, tax, or legal advice.

Please note, this information is intended for educational purposes only. It does not address specific
investment objectives, or the financial situation and the particular needs of any person who may receive this
report. Please contact your Financial Advisor prior to making investment decisions.

The information herein was obtained from various sources. Zermatt Wealth Partners does not guarantee the
accuracy or completeness of information provided by third parties. The information in this report is given as
of the date indicated and believed to be reliable. Zermatt Wealth Partners assumes no obligation to update
this information, or to advise on further developments relating to it.
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