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Market Outlook

As we head into the fourth quarter of 2024, we maintain our key tactical recommendations for portfolios. While all eyes
are on the upcoming U.S. election, we continue to believe that positioning for a risk-on market is appropriate and, in
turn, we remain overweight U.S. equities. The overweight to U.S. equities is supported by falling levels of infation, still
attractive forward earnings growth expectations, a more accommodative U.S. Fed, and seasonal strength in the fourth
quarter. We believe a neutral position in fxed-income assets is appropriate at this time.

In terms of equity positioning inside portfolios, after favoring large-cap equities for several months, we witnessed a

turn in our research model during the quarter that led us to raise small-cap equity to a neutral weight within portfolios
where small-cap exposure is afforded by policy. Economic strength and lower interest rates are also consistent with an
improved perspective for small caps. Alongside this change, we also captured a modest deterioration in our long-standing
preference for growth over value investing styles, with both a sector-based model and associated macroeconomic factors
suggesting we take a more neutral view. Finally, in terms of regional preferences, Japan continued to fall in our ranking
model during the quarter as both technical signals and fnancial conditions deteriorated. In turn, we lowered our weight to
Japanese equities inside most portfolios.

Within the fxed-income portion of portfolios, we increased our overall exposure to neutral during the quarter (previously
slightly underweight). We also upgraded our outlook for Investment-grade debt. Investment-grade debt is a yield-
sensitive sector which adds the beneft of a positive carry. While valuations look stretched across most spread related
fxed-income sectors, investment-grade debt looks relatively attractive in our view versus high-yield debt. There’s been a






