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US Market: Will the Magnificent Seven
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o1 Upcoming Probability
-
Is US Fed done hiking rates? FOMC Meeting of Rate Cuts

The US Fed has raised federal funds rates 11 times since March 20 Mar 24 50.4%
2022 for a total of 5.25 percentage points.! With the conclusion of 01 May 24 84.4%
12 Jun 24 104.9%

the global monetary tightening cycle, the Fed paused the rates
n mmi r if inflation is on track health

and commit to a'FeCléltSI inflation is o 't ack to a healthy 18 Sep 24 99.0%

2 percentage points.? Market expectations suggest that the Fed 07 Nov 24 69 4%

probably would not start easing policy until May 2024.2 18 Dec 24 69:4%

Why is the US market not affected by elevated interest rate? Source: Bloomberg, extracted on 25 Jan 2024

Generally said that higher interest rates tend to negatively affect earnings and stock prices, with the
financial sector often being an exception.® Despite elevated interest rates, the US markets notched
first record high close in 2 years, as it entered the earnings reporting season for the fourth quarter of
20234

The leaders which are the large caps tech related companies may likely continue to lead. Since the
start of 2024, the so called Magnificent Seven have gained a combined USS540.7 billion in market
capitalization, compared with a total market cap gain of USS$802.5 billion for the S&P 500, according to
Dow Jones Market Data as of 23 Jan 2024.5> The markets often favour Magnificent Seven due to their
display of high quality factors, including a robust cash position, high interest coverage, and a healthy
balance sheet.® As such, higher rates may unlikely increase the cost of capital and may not derailing
growth expectations since these big tech companies have higher growth rates than most of the S&P
500 companies.® This has positioned them as the "defensive" names of the pandemic era.> However,
there are ongoing debates whether these big tech names are overvalued at current levels.

31Jul 24 90.4%

The leaders which are the large caps companies may Although the all time high of the US
likely continue to lead, and the laggards - which are S&P 500 has not been mirrored across
the rest of the 493 S&P 500 companies - may likely all market segments, such as small

play a catch up. caps, further gains are possible if

1% 3% 5% 7% 9% % 13% 15% market breadth strengthens.®> The first

Semiconductors IS 377% quarter of positive growth for the 493
Property & Casualty Insurance GG ©35% S&P 500 stocks outside the
Interactive Media & Services - NN ©.59%; Magnificent Seven is expected to
Movies & Entertainment [N ©.34% . . .
Trading Companies & Distributors  EEEGEGEGE— © 0/, emerge in 1Q after a final shortfall is

IT Consulting & Services NN 3853% reported for 4Q.5 And the earnings
Systems Software NN 503% recovery should continue to broaden
Integrated Telecom Services N 7.96% to more names throughout 2024.6 By

Semiconductor Equipment [N 7.00% .
Multi Sector Holdings I 6737, 2024t H2, the expectatlonsj. for
Reinsurance N 650% earnings growth for the Magnificent

Top 10 best performing sub-industry of S&P 500 Index ngen would potentially even out
from 01to 25 Jan 2024 based on GICS classification with the rest of the 493 S&P 500
Source: Bloomberg, extracted on 25 Jan 2024 stocks.®
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4= S&P 500 Index

- Below are the index stocks with market cap of more than USD 508
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Top 30 index stocks based on market cap

. Earning AEEES Potential returns | .. .
M(z:arket Price Announcement Consensu§12M from Analyst Dlv!dend
ap | (USD] Date Target Price Consensus Yield
(USD])

AAPLUS  APPLE INC 3.00T 19417 01/02/2024 199.82 2.91% 0.49%
MSFTUS MICROSOFT CORP 3.01T 404.87 30/01/2024 432.49 6.82% 0.74%
GOOGL US ALPHABET INC-CL A 1.91T  151.87 30/01/2024 157.75 3.87% N/A
AMZN US AMAZON.COMINC 1.63T  157.75 01/02/2024 183.79 16.51% N/A
NVDAUS NVIDIA CORP 1.52T 616.17 21/02/2024 663.39 7.66% 0.03%
META US META PLATFORMS INC 1.01T  393.18 01/02/2024 391.96 -0.31% N/A
BRK/B US BERKSHIRE HATHAWAY INC 827.74B 380.85  24/02/2024 411.25 7.98% N/A
TSLAUS  TESLA INC 580.57B 182.63 19/04/2024 22313 22.18% N/A
LLY US ELILILLY & CO 595.80B 62762 06/02/2024 639.96 1.97% 0.83%
AVGO US BROADCOM INC 575.81B 1230.00  01/03/2024 1160.68 -5.64% 1.71%
V US VISA INC-CLASS A SHARES 562.13B 272.61 25/04/2024 295.18 8.28% 0.76%
JPMUS  JPMORGAN CHASE & CO 49997B 17294 12/04/2024 190.47 10.14% 2.43%
UNHUS UNITEDHEALTH GROUP INC ~ 456.36B 493.40  15/04/2024 596.24 20.84% 1.52%
WMTUS WALMARTINC 438.40B 162.84  20/02/2024 178.41 9.56% 1.40%
MA US MASTERCARD INC - A 409.62B 436.80 31/01/2024 467.45 7.02% 0.60%
XOMUS EXXON MOBIL CORP 409.15B 102.13 02/02/2024 124.15 21.56% 3.72%
INJ US JOHNSON & JOHNSON 384.11B  159.56 18/04/2024 175.65 10.09% 2.98%
PG US PROCTER & GAMBLE CO/THE 366.18B 155.62 18/04/2024 167.25 7.47% 2.42%
HD US HOME DEPOT INC 349.31B 35097 20/02/2024 345.48 -1.57% 2.38%
ORCLUS ORACLE CORP 316.13B  115.00 08/03/2024 123.29 7.20% 1.39%
COST US COSTCOWHOLESALECORP  301.69B 679.90  08/03/2024 678.44 -0.21% 0.60%
MRK US MERCK & CO. INC. 304.41B 120.13 01/02/2024 126.36 5.19% 2.56%
ABBV US ABBVIE INC 291.54B 165.13 02/02/2024 169.51 2.65% 3.75%
AMD US ADVANCEDMICRO DEVICES  291.32B 180.33 30/01/2024 157.55 -12.63% N/A
ADBE US ADOBE INC 281.41B 62258  14/03/2024 653.17 4.91% N/A
CVvX US CHEVRONCORP 280.46B 148.57 02/02/2024 176.63 18.89% 4.07%
CRM US SALESFORCE INC 270.10B 279.03 01/03/2024 288.41 3.36% N/A
BAC US BANK OF AMERICA CORP 263.63B 33.39 16/04/2024 37.16 11.29% 2.88%
KOUS COCA-COLACO/THE 255.77B  59.16 13/02/2024 65.51 10.74% 3N%
ACN US ACCENTUREPLC-CLA 248.16B 37194 21/03/2024 370.60 -0.36% 1.39%
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DISCLAIMER

The information provided herein is a compilation or summary of materials and data based from external
sources available to OCBC Securities Private Limited [“OSPL"), and does not represent OSPL’s view on the
matters mentioned. Whilst we have taken all reasonable care to ensure that the information contained in
this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents.

Trading in capital markets products and borrowing to finance the trading transactions (including, but not
limited to leveraged trading or gearing) can be very risky, and you may lose all or more than the amount
invested or deposited. Where necessary, please seek advice from an independent financial adviser
regarding the suitability of any trade or capital markets product taking into account your investment
objectives, financial situation or particular needs before making a commitment to trade or purchase the
capital markets product. In the event that you choose not to seek advice from a financial adviser, you
should consider whether the capital markets product is suitable for you. You should consider carefully and
exercise caution in making any trading decision whether or not you have received advice from any
financial adviser. You should also read the relevant prospectus and/or profile statement (a copy of which
may be obtained from the relevant fund manager or any of its approved distributors), prior to any trading
or investment decision. Please refer to the prospectus of the relevant fund for the name of the fund
manager and the investment objectives of the fund. In relation to collective investment schemes, the value
of the units and the income accruing therefrom, if any, may rise or fall. For funds that are listed on an
approved exchange, investors cannot redeem their units of those funds with the manager, or may only
redeem units with the manager under certain specified conditions. The listing of the units of those funds
on any approved exchange does not guarantee a liquid market for the units.

No representation or warranty whatsoever (including without limitation any representation or warranty as
to accuracy, usefulness, adequacy, timeliness or completeness) in respect of any information (including
without limitation any statement, figures, opinion, view or estimate] provided herein is given by OSPL and
it should not be relied upon as such. OSPL does not undertake an obligation to update the information or
to correct any inaccuracy that may become apparent at a later time. OSPL shall not be responsible for any
loss or damage howsoever arising, directly or indirectly, as a result of any person acting on any
information provided herein.

The information provided herein is intended for general circulation/discussion purposes only and may not
be published or circulated in whole or in part without our written consent. All trademarks, registered
trademarks, product names and company names or logos mentioned herein are the property of their
respective owners, and you agree that you will not do anything to infringe or prejudice those rights.
Reference to any products, services, processes or other information, does not constitute or imply
endorsement, sponsorship or recommendation thereof by OSPL.

Past performance is not necessarily indicative of future performance.
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