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Market Review

As discussed in the latest edition of The Prudent Speculator, we bought the
following on Tuesday, January 7, for our two real-money portfolios:

TPS Portfolio

885 Healthpeak Properties (DOC - $19.66) at $20.0697
197 Celanese (CE - $65.01) at $67.68
590 HF Sinclair (DINO - $35.88) at $34.7199

Buckingham Portfolio

24 Comerica (CMA - $60.21) at $62.85
119 PPG Industries (PPG - $113.18) at $118.2244



In our two hypothetical accounts, we added the following, also on Tuesday,
January 7:

Millennium Portfolio

256 EnerSys (ENS - $89.62) at $93.45
15 Amgen (AMGN - $262.23) at $260.22

PruFolio

538 Cohu (COHU - $25.39) at $27.54
39 Omnicom Group (OMC - $82.07) at $85.32
157 Whirlpool (WHR - $118.01) at $114.90

kokokokok

We want to thank the folks who have reached out to check on us. The Los
Angeles wildfires are some 60 miles to the north of our offices, so we are a fair
distance from the cataclysmic scenes. Still, the air quality isn't great and those
who have been followers of the newsletter for several decades likely will
remember that we had three different Al Frank offices in Santa Monica, with
our founder owning a home on Montana Avenue, with all those locations just
south of Pacific Palisades.

Obviously, equity market gyrations are insignificant relative to the tragedy
still unfolding to the north of us, and 2025 isn't exactly off to a good start on
the humanity front,...
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AWFUL HEADLINES TO START THE NEW YEAR

The newspapers have made for very difficult reading thus far in 2025.
While it isn’'t easy to keep emotions in check and we certainly do not
want to minimize the horrific terrorist strike on Bourbon Street or the
apocalyptic wildfire devastation in Los Angeles, we offer the reminder
that equities always have managed to move higher in the fullness of time
despite seemingly constant trouble at home and around the world.
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..but we always endeavor to keep emotions out of the investment equation
as we live by the Vannevar Bush admonition, “Fear can not be banished, but
it can be calm and without panic; it can be mitigated by reason and
evaluation.” After all, we know that stocks throughout history have always
overcome every disconcerting event in the fullness of time,...
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There is usually something about which to worry, yet equities have
proved very rewarding through the years for those who remember
that the secret to success in stocks is not to get scared out of them.

L A | S&P S&P Event 12 Months36 Months60 Months Event End
N A Event Reaction Dates _ Start Value End Value Gain/Loss Later  Llater Later thru Present
\ Pearl Harbor 12/6/1941 12/10/1941 9.32 8.68 7% 8% 51% 76%  67032%
A Truman Upset Victory 11/2/1948 11/10/1948 1670  15.00 10% 8% 52% 62%  38747%
N Korean War 6/23/1950 7/13/1950 1914  16.69 13% 2% as%  153%  34813%
Eisenhower Heart Attack 9/23/1955 9/26/1955 4563 4261 7% 8% 17% 25%  13575%
‘Supposing a tree fell down, Pooh, when we Suez Canal Crisis 10/30/1956 10/31/1956  46.37 45.58 2% 10% 26% 51% 12684%
were underneath it? Sputnik 10/3/1957 10/22/1957  43.14 3898 -10% 31% 37% 41% 14849%
*Supposing it didn't,” said Pooh, Cuban Missile Crisis 8/23/1962 10/23/1962  59.70  53.49 -10% 36% 72% 78%  10794%
JFK Assassination 11/21/1963 11/22/1963 7162  69.61 3% 24% 14% 53% 8271%
After careful thought, Piglet was comforted by this. MLK Assassination 4/3/1968  4/5/1968 93.47 93.29 0% 8% 8% 16% 6146%
Kent State Shootings 5/4/1970 5/14/1970  79.00  75.44 -5% 35% 0% 2% 7624%
Arab Oil Embargo 10/18/1973 12/5/1973 11001  92.16 -16% -28% 12% 6% 6223%
Nixon Resigns 8/9/1974 8/29/1974  80.86  69.99 -13% 24% 38% 56% 8226%
U.S.S.R. in Afghanistan 12/24/1979  1/3/1980 107.66  105.22 2% 30% 31% 56% 5438%
Hunt Silver Crisis 2/13/1980 3/27/1980 11844  98.22 17% 37% 55% 83% 5833%
Falkland Islands War 4/1/1982  5/7/1982 11379  119.47 5% 39% 51%  147% a777%
U.S. Invades Grenada 10/24/1983 11/7/1983 16599 16191 2% 4% 52% 69% 3499%
U.S. Bombs Libya 4/15/1986  4/21/1986 237.73  244.74 3% 20% 27% 57% 2281%
Crash of '87 10/2/1987 10/19/1987 32807 22484 31% 23% 39% 85% 2492%
Gulf War Ultimatum 12/24/1990 1/16/1991 329.90  316.17 a% 2% 50% 92% 1743%
Gorbachev Coup 8/16/1991 8/19/1991 38558  376.47 2% 1% 23% 77% 1448%
ERM UK. Currency Crisis 9/14/1992 10/16/1992 42527  411.73 3% 14% % 132% 1315%
World Trade Center Bombing  2/26/1993  2/27/1993 44338 44338 0% 5% 6% 137% 1214%
Russia Mexico Orange County 10/11/1994 12/20/1994  465.79  457.10 2% 33%  107%  210% 1175%
Oklahoma City Bombing 4/19/1995 4/20/1995 50492 50529 0% 28%  122%  184% 1053%
Asian Stock Market Crisis 10/7/1997 10/27/1997 98312  876.99 1% 21% 57% 2% 564%
Russian LTCM Crisis 8/18/1998 10/8/1998 1,101.20  959.44 13% 39% 1% 8% 507%
Clinton Impeachment 12/19/1998 2/12/1999 1,188.03 1,230.13 4% 13% -10% -6% 374%
USS Cole Yemen Bombings 10/11/2000 10/18/2000 1,364.59 1,342.13 2% 20% 23% 12% 334%
September 11 Attacks 9/10/2001 9/21/2001 1,092.54  965.80 12% -12% 17% 36% 503%
Iraq War 3/19/2003  5/1/2003 874.02  916.30 5% 21% 2% 54% 536%
Madrid Terrorist Attacks 3/10/2004  3/24/2004 1,123.89 1,091.33 -3% 7% 32% -26% 434%
London Train Bombing 7/6/2005  7/7/2005 1,194.94 1,197.87 0% 6% 5% -11% 386%
2008 Market Crash 9/15/2008  3/9/2009 1,192.70 67653 43% 69%  103%  178% 761%
Price Changes Only - Does Not Include Dividends Averages: 7% 18% 39% 66% 8050%

45.0f01.10.35. Source: Kowiz using Bkoomberg ond Ned Davis Research Events & Reoction ates

..with the inevitable trips to the downside followed by even greater moves to
the upside, so much so that long-term performance since the launch of The
Prudent Speculator in March 1977 have been terrific, including returns on
Value stocks of some 14% per annum through the end of November 2024.
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Selloffs, downturns, pullbacks, corrections and even Bear
Markets are events that equity investors always have had
to endure on their way to the best long-term performance
of any of the financial asset classes.

LONG-TERM RETURNS

Russell 3000 Value Index

Advancing Markets

Minimum Average Average Frequency Annualized Return  Standard Deviation
Rise % Gain #Days Count (inYears) LastStat LastEnd ¥ i
9/30/2022 11/29/2024 Value Stocks 14.1% 18.0%
17.5% 54.9% 553 13 20 9/30/2022 11/29/2024 Growth Stocks 11.3% 18.9%
15.0% 49.4% 470 15 18 9/30/2022 11/29/2024 Dividend Paying Stocks 12.6% 14.6%
125% 472% 444 16 17 9/30/2022 11/29/2024 Non-Dividend Paying Stocks 12.4% 22.3%
10.0% 30.0% 242 30 09 10/27/12023 11/29/2024 = 5
75% 216% 150 51 06 1012712023 1172912024 Large-Company Stocks 12.0% 15.1%
50% 136% 73 105 0.3 4117/2024  11/29/2024 Small-Company Stocks 13.2% 20.4%
Long-Term Corporate Bonds 7.6% 10.3%
Declining Markets Long-Term Gov't Bonds 7.2% 11.5%
Minimum  Average Average Frequency Intermediate Gov't Bonds 6.2% 5.3%
Decline % Loss #Days Count (inYears) LastStart Last End
T Bill 4.2% 1.0%
200% -30.6% 218 ] 11212022 9/30/2022 R S = °
3.6% 1.3%

17.5% -26.1% 195 13 20 1122022 9/30/2022 Inflation
-150% -242% 170 16 17 8/16/2022  9/30/2022
-125% -240% 163 16 17 8/16/2022  9/30/2022
-10.0% -181% 82 30 0.9 712612023 102712023
75% -141% 54 52 06 112972024 11102025
50% -100% 30 105 03  11/29/2024 1/10/2025

From 10.19.95 through 01.10.25. Price return series. We defined a Declining Market
as an instance when stocks dropped the specified percentage or more without a
recovery of equal magnitude, and an Advancing Market as in instance when stocks
appreciated the specified percentage or more without a decline of equal magnitude.
SOURCE: Kovitz using data from Bloomberg.

Of course, until Friday, equities generally had shaken off the awful 2025
headlines, with the first five days of trading in the new year showing gains on
the major market averages, an indicator that some argue bodes well for
returns this year,...
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While the domestic headlines and economic numbers grabbed the headlines, a few
market pundits reminded that the first five days of the trading year often signify how
the full year will go, so we didn't mind that the Russell 2000 Value, Russell 3000
Crowth and S&P 500 indexes all ended in the green this time around.

As Goes the First Five Days 1996 - 2024

Russell 3000 Russell 3000
Value Index Growth Index S&P 500 Index
Positive Positive Positive
2.0% Mean First-5-Day Return 2.0% 1.8%
12.1% Mean Balance of Year 17.3% 15.0%
14.4% Mean Full Year 19.6% 17.2%
18 Count 19 19
Negative Negative Negative
-2.0% Mean First-5-Day Return -2.8% -2.1%
5.4% Mean Balance of Year 3.0% 3.5%
3.3% Mean Full Year 0.5% 1.4%
11 Count 10 10
All All All
0.5% Mean First-5-Day Return 0.3% 0.5%
9.6% Mean Balance of Year 12.4% 11.1%
10.2% Mean Full Year 13.0% 11.7%
29 Count 29 29

Source: Kovitz Using Data from Bloomberg

..while we continue to reside in the seasonally more favorable six months of
the year,...
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SEASONALITY
VALUE / GROWTH / SMALL / LARGE

Geometric Average Total Return

j?m . .
0% . I

May-October MNovember-April

[l srel vaive Stocks [ Small Growth Stocks [} Large Value Stocks [ Large Growth Stocks

From 04.30.1928 through 04.30.2024. The portfolios are formed on Book Equity/Market Equity at the end of each June using NYSE breakpoints via Eugene F. Fama and Kenneth R.
French. Geometric average. SOURCE: Kovitz using data from Professors Eugene F. Fama and Kenneth R. French

..and years ending in 5 historically have been very good, on average.
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A very small sample set, to be sure, but it is fascinating how well
equities have performed in years ending in the number 5. Of

course, it isn't as if stocks should not be owned in the other years,
but 2025 could have an extra bounce in its returns step.

Returns for Years Ending in 5 vs. All Others

II HoEe

Years Ending in 5 All Other Years

35%

30

25%
0%
15%
10%
5%
0%

From 12311927 through 12312023 Geometric mean Value weighted. SOURCE: Kovitz using data from Professors Eugene F. Fama and Kenneth R French

Annualized Return
[iM]

. Dividend Payers Non-Payers . Value Stocks . Growth Stocks

More importantly, the U.S. economy remains in solid shape,
with Bloomberg'’s current tabulation of recession probability residing at a
very low 20%,...
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M | ast Price 20.0
High on 04/30/20 100.0
Average 25.1
Low on 01/31/11 10.0

Bloomberg U.S. Recession
Percentage Probability Forecast

‘09 |. 210 | *11 | 12! | 213 | 14 | 225 | 216 | 17 |18 | 719 | 20! | 2% | 922 |. 23

ECRPUS 1Y Index (United States Recession Probability Forecast) RecessionProbability Monthly 1 2025 Copyrightd 2025 Bloomberg Finance L.P

..and the latest estimate from the Atlanta Fed for Q4 real (inflation-adjusted)
GDP growth moving up last week to 2.7%.
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H Mid Price 27/
High on 08/25/23 5.9
Average 2.9
Low on 09/23/22 0.2

Atlanta Fed GDPNow
Quarter-Ahead Growth Forecast

Sep Dec Mar Jun Sep Dec Mar Jun Sep
2022 2023 2024

GDGCAFJP Index (Atlanta Fed GDPNow GDP Forecast) AtlantaFed Weekly 31AUG2022-12JAN2025 Copynght8 2025 Bleomberg Finance L.P.

That GDP projection included a greater-than expected 8.1 million job
openings in November,...
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U.S. Job Openings by
Industry (in thousands)

m| ast Price 8098
High on 03/31/22 12182
Average 5415
Low on 07/31/09 2232

2000-2004 2005-2009 2010-2014 2015-2019 2020-2024

JOLTTOTL Index (US Job Openings By Industry Total SA) Jolts Monthly 200CT1991-30N0V2024 Copynight8 2025 Bloomberg Finance L.P.

..another drop in weekly first-time filings for jobless benefits,...
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Initial Jobless Claims
(in thousands)

m[ ast Price 201
High on 04/03/20 6137
Average 364
Low on 11/29/68 162

1970-1979 | 1980-1989 | 1990-1999 @ 2000-2009 | 2010-2019

INJCIC Index (US Imtal Jobless Claims SA) Jobless Claims Weekly 31MAR1967-05JAN2025 Copyright@ 2025 Bloomberg Finance L.P. 11-Jan-2025 22:29:19

..and a better-than-forecast increase in the ISM Non-Manufacturing Index for
December to a reading of 54.1, up from 52.1 in November.
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B ISM Non-Manufacturing Index $4.1
High on 11/30/21 67.1
Average 54.8
Low on 11/30/08 37.8

2000-2004 2005-2009 2010-2014 2015-2019 2020-2024

Copyright@ 2025 Bloomberg Finance L.P. 11-Jan-2025 22:28:09

NAPMNMI Index (ISM Services PMI) NMI Monthly 01JAN1996-31DEC2024

However, the Atlanta Fed projection did not include Friday’s significantly
higher-than-forecast rise of 256,000 in nonfarm payrolls for December, well
above estimates of a 165,000 increase and the revised tally for November of

212,000,...
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mNonFarm Payrolls 256
High on 06/30/20 4615
Average 171
Low on 03/31/20 -1411

NonFarm Payrolls
(M=0-M Change in thousands)

1972-1979 | 1980-1989 1990-1999 2000-2009

NFP TCH Index (US Employees on Nonfarm Payrolls Total MoM Net Change SA) Payrolls Quarterly 16JUN1972-12JAN2025

..which led to a lower-than-estimated jobless rate of 4.1%.
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Unemployment Rate

m| ast Price 4.1
High on 04/30/20 14.8
Average 5.7
Low on 05/31/53 2.5

'60-'6

S Unemployment Rate Total in Labo

It also did not include a slightly weaker-than-expected increase of 3.9% in
year-over-year wage growth,...
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Average Hourly Earnings
(Y~-0-Y % Change)

m| ast Price 3.9
High on 04/30/20 8.0
Average 3.1

0.7

Low on 04/30/21

2010-2014

arnings All Employees Total Private Yearly Percent Change SA) Wages Monthly 0

..or a modest pullback to 73.2 in the University of Michigan’s initial reading of
consumer sentiment for January versus 74.0 for December.
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University of Michigan
Consumer Sentiment

M Last Price 73.2
High on 01/31/00 112.0
Average 84.7
Low on 06/30/22 50.0

M Median 88.3

'80-'84 | '85-'89 | '90-'94 | '95-'99 | '00-'04 | '05-'09 | '10-'14 | '15-'19 | '20-'24
CONSSENT Index (University of Michigan Consumer Sentiment Index) Michigan Monthly 01JAN1977-31JAN2025 Copyright® 2025 Bloomberg Finance L.P. 11-Jan-2025 22:29:52

Still, we think, as evidently do investors in the Fed Fund futures market, which

saw a reduction in the outlook for further interest rates cuts from the Federal
Reserve,...
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..that the sum of the numbers last week supports continued strength in the
economy, which should bode well for corporate profit growth, the long-time
driver of stock prices.
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Q3 report cards generally were favorable with 75.7% of

. . ~ g . . . S&P 500 Earnings Per Share
companies in the S&P 500 topping bottom-line expectations

Bottom Up Bottom Up

though only 52.9% exceeded top-line estimates. Year-over- Quarter  Operating Operating
year EPS growth remained solid and the outlook for the I s Bk
- . o . i . Month Month
balance of this year and 2025 is healthy, which is a good ESTIMATES
thing as if a business does well, its stock eventually follows. 121312025 §7202  $271.22
9/30/2025  $70.51  $260.29
R R R PRCITTTONMNS 6302025  $6647  $248.94
6M ¥TD 1Y 3¥ S5f 7Y 10Y Max Quarterly ¥ Table « & Fields/Securities 4 Options 313112025 $62.22 $240.83

12/31/2024 $61.09 $233.24

ACTUAL
9/30/2024 $59.16  $226.05
6/30/2024 $58.36  $219.14

000 -1Ree GG e ; 3/31/2024 $5462  $215.62
S&P 500 Annual EPS: 1994-2023 (est. 2024-2026) 12/31/2023 $63.90 $213.63

9/30/2023 $5225  $210.00

6/30/2023 $54.84  $208.10

S&P 500 Index 00 3/31/2023 $52.54  $200.13

12/31/2022 $50.37  $196.95

9/30/2022 $50.35  $203.31
6/30/2022 $46.87  $204.98
3131/2022 $49.36  $210.16
12/31/2021 $56.73  $208.21
9/30/2021 $52.02  $189.66
6/30/2021 $52.05  $175.54
3/31/2021 $47.41  $150.28

12/31/2020 $38.18 $122.37
Source: Standard & Poor's. As of 1.7.25

To be sure, there has been plenty of chatter that rising interest rates are
becoming a headwind for stocks,...
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10-Year U.S. Treasury Yield
09.17.24 - 01.10.25

W (U

M Mid Price 4.76

M Close on 09/17 ---- 3.65
High on 01/10 08:11 4.79
Average 4.25..
Low on 09/17 20:00 3.63 T

Sep Oct Nov Dec Jan
2024 2025

Copyright€ 2025 Bloomberg Finance L.P. 12-Jan-2025 14:20:26

USGG10YR Index (US Generic Govt 10 Yr) 10-Year 5 Day 83 Days Tick

..but nearly a century of market history illustrates that equities have
performed fine whether government bond yields are climbing or falling,...
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Concurrent Stock Performance & Change in 10-Year Treasury Rate

Count Value Growth Payers Non-Payers

Less than 3.92% 585 10.9% 9.9% 9.8% 9.2%
More than 3.92% 578 15.4% 9.4% 11.7% 9.1%
3-Month Drop 577 13.9% 12.0% 13.9% 11.5%
3-Month Rise 582 12.3% 7.2% 7.6% 6.7%
6-Month Drop 561 13.7% 11.1% 12.9% 10.9%
6-Month Rise 592 12.5% 8.1% 8.5% 7.3%
12-Month Drop 561 11.5% 9.8% 11.2% 7.7%
12-Month Rise 580 14.5% 09.1%  9.9% 10.0%

“Om Wall Street today, news of lewer interest vates sent the stock
From 06.30.1927 through 06.30.2024. Concurrent annualized 12-month returns. SOURCE: Kovitz using data from Professor market up, but then the expectation that these rates would be inflation-

ary sent the market down, until the realization that lower rates might
stimulate the siuggish economy pushed the market up, before it uiti-
mately went deion on fears that an sverheated economy would lead to
a reimposition of higher interest rates.”

Subsequent Stock Performance & Change in 10-Year Treasury Rate Itislogical to think that higher

yvields on "safe” investments

Rabert 1, Shiller and Professors Eugene F, Fama and Kenneth R, French

SN I T T like the 10-Year U.S. Treasury
lessthan 3.92% 586 11.8% 10.4% 10.5%  9.7% L .
More than 3.92% 570 14.3% 84% 105%  8.0% make equities less appealing,
3-Month Drop 574 16.7% 13.7% 13.7%  13.5% and vice versa, but more than

3-Month Rise 576 9.4% 5.2% 7.4% 4.4% H .
&-Month Drop 561  15.1% 12.5% 12.5% 11.5% nine decades Of returns flgures

E-MonthRise 586 10.9% 6.3% 85%  6.2% show that stocks in general
12-Month Drop 561 12.8% 10.9% 10.8% 9.9% have performed admirabw‘ ON
12-Month R 580 12.9% 7.4% 9.9% 7.3% ;

e AVERAGE, with Value Stocks
From 06.30.1927 through 06.30.2024. Subsequent 12-month return. SOURCE: Kovitz using data from Professor Robert J. |eadiﬂg the Charge nNo matter
Shiller and Professors Eugene F, Fama and Kenneth R. French . B .
’ the direction of interest rates.

..which has also been the case since 1954 whether the Fed is tightening or
easing monetary policy.
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SN S O S L EN R RS ENECANECCEIN G O LE Il Many thought the Federal

Reserve hiking the Fed
Funds would be a big

Count Value Growth Payers Non-Payers
Less than 4.245% 419 13.6% 10.6% 10.8% 10.7%

More than 4.245% 419  14.6% 9.7% 124%  9.3% headwind for_eqwtles, but
3-Month Drop 388 17.8% 12.3% 14.3%  10.9% such was again not the
3-Month Rise 446 11.0% 82%  9.2% 9.1% case. Anything could have
&-Month Drop 366 16.4% 12.7% 14.3%  11.0%
6-Month Rise 462 12.1% 8.0%  9.4% 8.9% happened, of course, but

12-Month Drop 371  14.4% 11.7% 12.8% 9.6% seven decades of
12-Month Rise ~ 445 13.3% 85% 10.2%  9.5% annualized data showed

that equities performed
From 07.31.1954 through 06.30.2024. Concurrent annualized 12-month returns. SOURCE: Kovitz using data from Bloomberg .
Finance L.P. and Professors Eugene F. Fama and Kenneth R. French ad mira t:)ls/Y O N AVE RAG E,

both concurrent with and

Subsequent Stock Performance & Change in Federal Funds Eff. Rate subsequent to increases

Count Value Growth Payers MNon-Payers N the Fed FUﬂdS rate over
Lessthan 4.245% 420 12.2% 10.2% 10.6%  10.1% 3-, 6-, and 12-month time
More than 4.245% 420 155% 96% 12.1%  9.1% spans. More importantly
3-Month Drop 383 13.8% 10.3% 11.1% 10.2% tOday, given that the Fed
3-Month Rise 442 13.6% 9.4% 11.3%  8.8% .
6-Month Drop 366  15.4% 11.8% 122%  12.0% appears poised to now
6-Month Rise 456 12.2% 82% 10.4%  7.4% cut rates, stocks have
12-Month Drep 371 16.9% 11.8% 12.3% 11.9% performed aven better'

12-Month Rise 445 10.9% 8.0% 10.1% 7.3% hIStOI‘I(:a| |y Speak| ng II’] a

From 07.31.1954 through 06.30.2024. Subsequent 12-month return. SOURCE: Kovitz using data from Bloomberg Finance fallin gra te environment.
L.P. and Professors Eugene F. Fama and Kenneth R. French

Yes, a higher so-called risk-free rate should make equities less attractive, but
we are not at such a level today for Value stocks,...
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While the Earnings Yield, which is the inverse of the P/E ratio, on the
S&P 500 (3.81%) is still reasonable relative to the current (and well
below average) 4.76% yield on the 10-Year U.S. Treasury, we like that
Value stocks, as measured by the Russell 3000 Value index, boast a
much higher Earnings Yield (4.99%) AND a generous dividend yield
(2.13%), both of which are not too far from the historical norms for
those measures dating back to 1995.

Russell 3000 Value Yields
VSs.
10-Year U.S. Treasury Yield

Weekly 4/1/1977 - 1/10/2025
Russell 3000 Value Earnings Yield 4.99
High on 01/30/09 8.90
Average 5.75
Low on 05/08/09 2.57
Russell 3000 Value Dividend Yield 2.13
High on 03/06/09 5.69
Average 237
Low on 04/17/98 1.59
10-Year U.5. Treasury Yield 4.76
High on 09/25/81 15.68
Average 5.81
Low on 07/31/20 0.53

1 1990-1994 1995-1999 0 2010-2014 2015-2019 2020-2024

..while the only thing that can be said with certainty is that rising bond yields
are bad...for bond prices. Indeed, take a look at the miserable near- and long-
term annualized returns for the Bloomberg Barclays U.S. Aggregate and
Global Aggregate Bond indexes in the table below, which also shows the
performance of the various Value stock indexes.
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Handsome Annualized Long-Term Returns for Value: Absolute & Relative

Index 1-Year 3 Year 5Year 7Year 10-Year 20-Year

Value Stocks
Russell 3000 Value Index Russell 3000 Value 134% 49% 84% 7.8% 84% 7.9%
Russell 2000 Value Index Russell 2000 Value 8.3% 1.1% 7.0% 5.5% 7.1% 7.1%
Russell 1000 Value Index Russell 1000 Value 13.7% 5.1% 8.5% 8.0% 8.5% 7.9%
S&P 500 Value Index S&P 500 Value 10.5% 83% 10.2% 9.6% 10.0% 8.4%
S&P 500 Pure Value Index S&P 500 Pure Value 114% 4.6% 82% 6.7% 80% 9.2%
MSCI USA Value Net Total Return USD Index MSCI USA Value 12.4% 4.1% 7.5% 7.0% 7.8% 7.0%
MSCI World Value Index MSCI World Value 11.4%

Global Equities
MSCI ACWI Excluding United States Index MSCI ACWI excluding United States 7.0% 1.4% 4.3% 3.5% 5.5% 5.6%
MSCI EAFE Index MSCI EAFE (Europe, Australasia, Far East) 4.9% 2.5% 5.1% 4.2% 6.0% 5.5%
MSCI Europe Index MSCI Europe 3.5% 2.4% 5.5% 4.5% 5.9% 5.5%
MSCI Emerging Markets Index MSCI Emerging Markets 99% -2.1% 1.4% 1.0% 3.8% 6.5%
CAC 40 CAC 40 Index - France -3.6% 1.1% 5.4% 5.1% 7.6% 5.4%
Deutsche Boerse AG German Stock Index DAX Deutsche Boerse - Germany 13.1% 5.0% 6.7% 3.9% 6.1% 6.7%
FTSE 100 Index FTSE 100 Index - United Kingdom 7.3% 3.6% 4.0% 3.3% 4.1% 4.3%
S&P/ASX 200 S&P/ASX 200 - Australia 7.0% 4.1% 6.5% 6.3% 6.9% 8.4%
Hang Seng Index Hang Seng - Hong Kong 24.5% -3.3% -4.6% -3.3% 1.3% 5.3%
Ibovespa Brasil Sao Paulo Stock Exchange Index Ibovespa - Brazil -27.1% 2.8% -7.2% -3.1% 0.5% 3.9%
Shanghai Stock Exchange Composite Index Shanghai - China 11.2% -5.8% 2.0% -0.2% 0.3% 7.7%
BSE SENSEX TR Sensex - India 5.3% 46% 10.2% 8.8% 87% 11.1%
Nikkei 225 Nikkei 225 - Japan 6.9% 2.3% 4.7% 4.2% 7.6% 6.1%
Korea Stock Exchange KOSPI Index KOSPI - Korea -10.2% -9.7% -0.4% -2.5% 1.5% 5.4%
S&P GSCI Index Spot S&P GSCI Commoditles 7.0% -0.2% 5.8% 3.4% 3.8% 3.0%
Philadelphia Stock Exchange Gold and Silver Index Gold & Silver Index 24.4% 6.7% 9.0% 9.3% 8.0% 3.5%
Bloomberg US Agg Total Return Value Unhedged USD Bloomberg Barclays U.S. Agg Bond 1.2% -2.2% -0.6% 0.9% 1.2% 3.0%
Bloomberg Global-Aggregate Total Return Index Value Unhedged USD  Bloomberg Barclays Global Agg Bond -1.5% -4.5% -2.2% -0.8% 0.0% 1.9%
ICE U.S. Treasury 7 - 10 Year TR Index ICE U.S. Treasury 7 - 10 Year -0.8% -4.0% -1.8% 0.3% 0.4% 3.1%
ICE U.S. Treasury 3 -7 Year TR Index ICE U.S. Treasury 3 -7 Year 1.6% -1.0% 0.0% 1.1% 1.1% 2.8%
ICE U.S Treasury 1 - 3 Year TR Index ICE U.S Treasury 1 - 3 Year 4.0% 1.5% 1.3% 1.7% 1.3% 2.0%

As of 1.10. Source.

Yes, stock prices are much more volatile than bonds, but those with a long-
term time horizon certainly have the odds in their favor should they invest in
equities,...
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While equities are a volatile asset class, most care far more about losing
money than short-term fluctuations or the classic measure of risk, the
standard deviation of monthly returns. Happily, nearly a century of
market history reveals that the longer the holding period the less the
chance of loss, illustrating that time is a terrific risk mitigation tool.

PATIENCE IS VIRTUOUS
VALUE STOCKS DIVIDEND PAYERS

Count Count Percent Count Count Percent
>0% <=0% >0% >0% <=0% >0%

1 Month 736 433 63.0% 1 Month 740 429 63.3%
3 Months 791 376 67.8% 3 Months 814 353 69.8%
6 Months 824 340 70.8% 6 Months 844 320 72.5%

1 Year 847 311 73.1% 1 Year 880 278 76.0%
2 Year 959 187 83.7% 2 Year 983 163 85.8%
3 Year 995 139 87.7% 3 Year 976 158 86.1%
5 Year 997 113 89.8% 5 Year 1024 86 92.3%
7 Year 1050 36 96.7% 7 Year 1046 40 96.3%
10 Year 1016 34 96.8% 10 Year 1016 34 96.8%
15 Year 990 0 100.0% 15 Year 990 0 100.0%
20 Year 930 0 100.0% 20 Year 930 0 100.0%

From 07.31.1927 through 11.30.24. Value stocks represented by 50% small value and 50% large value returns rebalanced
manthly. Dividend payers represented by 30% top of dividend payers, 40% of middle dividend payers, and 30% bottom of
dividend payers rebalanced monthly. SOURCE: Kovitz using data from Professors Eugene F. Fama and Kenneth R. French

..and we continue to sleep well at night given the inexpensive valuation
metrics on our broadly diversified portfolios of what we believe are
undervalued stocks.
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CURRENT PORTFOLIO AND INDEX VALUATIONS

Name Price to Earnings Ratio  Price to Fwd. Earnings Ratio  Price to Sales Ratio  Price to Book Ratio  Dividend Yield
TPS Portfolio 17.4 13.9 0.9 e 2.6
ValuePlus 18.4 14.5 151 222 23
Dividend Income 17.8 14.3 0.9 21 2.8
Focused Dividend Income 17.1 1311 1.0 2.1 3.0
Focused ValuePlus 17.2 14.1 1.0 2.2 2.6
Small-Mid Dividend Value 158 12.0 0.5 5 29
Russell 3000 27.0 25.2 2.7 4.5 1.3
Russell 3000 Growth 38.1 34.8 5.4 12.5 0.6
Russell 3000 Value 20.1 18.9 1.7 26 21
Russell 1000 26.4 24.7 2.8 4.8 1.3
Russell 1000 Growth 37.0 34.0 5.9 13.6 0.6
Russell 1000 Value 19.6 186 1.7 2.7 2.1
S&P 500 Index 26.2 24.7 3.0 5.1 1.3
S&P 500 Growth Index 35.6 322 6.5 11.9 0.6
S&P 500 Value Index 19.5 20.2 1.7 2.8 2.0
S&P 500 Pure Value Index 10.7 10.8 0.5 1.3 2.9

As of 01.11.2025. Weights based on model portfolios. Harmonic mean used to calculate the portfolio price metrics. Companies with negative earnings
are excluded from the P/E and Estimated P/E calculations. SOURCE: Kovitz using data from Bloomberg Finance L.P.

That does not mean that Friday's big swoon won't give way to additional
downside, but we see no reason to alter our long-term enthusiasm for
equites, especially as short-term worries about too much investor optimism
have continued to be mitigated.
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The AAIl Investor Sentiment Survey

The AAIl Sentiment Survey offers insight into the opinions of individual investors by asking them their thoughts on where the
market is heading in the next six months and has been doing so since 1987 This market sentiment data is compiled and
depicted below for individual use

Investor sentiment is measured with a weekly survey conducted from Thursday at 12:01 a.m. until Wednesday at 11:59 p.m
Tracking sentiment gives investors a forward-looking perspective of the market instead of relying on historical data, which tends

to result in hindsight bias.
in the AAIl Investor Sentiment Survey today!

What Direction Do AAIl Members Feel The Stock Market Will Be In The Next 6 Months?

Sentiment Votes

Week Ending I Eullish | Neutral Jil Bearish
12/18/2024 40.7% 279% 4%

Historical View

Historical Averages

1-Year Bullish High: [y Week Ending 7/17/2024

1-Year Neutral High Week Ending 5/15/2026

1-Year Bearish High 179 Week Ending 1W/27/2024

Happily, the latest sentiment survey from the American Association of
Individual Investors (AAll) now shows more Bears than Bulls, which
historically has led to better-than-average near-term equity returns.
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AAIl Bull-Bear Spread Deciles &
Subsequent Equity Returns

While 37 years of historical evidence adds credence to the admonition to

be greedy when others are fearful, with better subsequent returns when

sentiment is Bearish, the data show that stocks have gained ground, on
average, even when Bullishness is elevated.

AAIll Bull-Bear Spread

Low High R3K R3K R3K R3K R3K R3K R3K R3K

Reading Reading Next 1-Week Next 1-Week Next 1-Month Next 1-Month Next 3-Month Next 3-Month Next 6-Month Next 6-Month
of the of the Arithmetic Geometric Arithmetic Geometric Arithmetic Geometric  Arithmetic Geometric
Decile Range Range Count Average TR Average TR Average TR Average TR Average TR Average TR Average TR Average TR

BELOW -54.0 76 976 0.24% 0.20% 117% 1.03% 3.47% 3.09% 6.68% 5.92%
ABOVE 76 629 976 0.19% 0.18% 0.62% 0.54% 2.11% 1.86% 4.84% 4.39%
1 -540 -168 196 0.46% 0.39% 2.26% 2.03% 5.02% 4.49% 9.24% 8.08%

2 -16.7 -84 195 0.25% 0.21% 0.86% 0.72% 3.47% 3.12% 6.39% 5.63%

4 -2.0 3.0 184 0.07% 0.03% 0.93% 0.83% 2.75% 2.40% 5.52% 5.00%

5 3.0 76 195 0.03% 0.00% 0.54% 0.44% 2.71% 2.45% 4.65% 4.08%

6 76 120 200 0.18% 0.16% 0.68% 0.57% 1.91% 1.68% 5.18% 4.79%

7 120 163 1% 0.25% 0.23% 0.62% 0.53% 2.35% 2.11% 5.28% 4.77%

8 163 219 195 0.15% 0.14% 1.00% 0.93% 2.61% 2.37% 6.12% 5.73%

9 220 290 200 0.16% 0.14% 0.49% 0.41% 2.03% 1.74% 4.85% 4.31%

10 29.0 629 191 0.22% 0.21% 0.32% 0.24% 1.65% 1.42% 2.75% 2.32%

From 07.31.87 through 01.05.25. Unannualized. SOURCE: Kovitz using data from American Association of Individual Investors and Bloomberg

Stock Updates

Keeping in mind that all stocks are rated as a “Buy” until such time as they
are a “Sell,” a listing of all current recommendations is available for download
via the following link: https://theprudentspeculator.com/dashboard/. We
also offer the reminder that any sales we make for our newsletter strategies
are announced via our Sales Alerts.

Jason Clark, Chris Quigley and Zack Tart look at earnings reports and other
market-moving news of note out last week for several of our
recommendations...

Shares of property and casualty insurer Allstate (ALL — $180.99) came under
severe pressure on Friday as the Golden State wildfires continue to devastate
parts of Southern California. The fires, now the most destructive in Los
Angeles’ history, have destroyed over 10,000 structures and caused insured
loss estimates to rise sharply. While the fires are still burning, JPMorgan had


https://theprudentspeculator.com/dashboard/

initially forecast a hit to insurers exceeding $20 billion, with most of the losses
stemming from home insurance and smaller impacts on auto and
commercial-property coverage, but the losses could still rise sharply. It is
important to note that reinsurers will share in the financial burden. Among
publicly traded insurers, Allstate is expected to face the greatest exposure,
with a 6% share of California’'s home-insurance market.

The challenges for Allstate and other insurers in California are not new. Rising
wildfire risks and increasing reinsurance costs have forced many insurers to
reduce their presence in the state or sharply raise premiums. Allstate ceased
issuing new policies for business and personal property in California in 2023,
citing regulatory barriers to adjusting rates to match rising risks. However, it
has stated its willingness to reenter the market if the regulatory environment
improves, as evidenced by a recent rule allowing insurers to raise rates based
on reinsurance costs and climate risks.

We think Allstate has the capital to handle the massive number of claims and
potential assessments the company may receive due to losses for California’s
FAIR Plan insurance program, while we would expect premiums to rise
significantly going forward. There have already been substantial rate
increases (cumulatively up 33.3% since 2022) over the past few years to
combat already rising claim costs. A substantial portion of these actions were
in high-loss states like California, New York and New Jersey, which have
accounted for as much as 40% of auto underwriting losses in recent years.
These actions resulted in premiums earned increasing handsomely despite a
reduction in policies in force, and helped Q3 earnings exceed analyst
expectations by a wide margin.

The cyclical nature of the property and casualty insurance industry provides
opportunities for recovery, especially as the latest catastrophes are likely to
significantly extend the market's present hardening cycle. Furthermore,
higher fixed-



