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Lee Sees More Gains in 2024 — But There’s a Wrinkle

When Tom Lee said a year ago that the S&P would end 2023 at 4750, many were
inclined to dismiss the prediction as the view of a permabull who had contrarianed
himself into a corner. As it turns out, not only did Lee come closer than any
strategist out there to predicting the market's trajectory; he actually came within
one-half of one percentage point - less than the allowance for statistical error - to
the actual close at 4 PM on the last trading day of the year.

Lee is already focused on the future. He sees the beginning of 2024 as a
launching point for further gains. The median max gain over the next 18 months is
+22%. There is only one instance, May 2007, when the max further gain was
nominal (<5%), while the other 10 instances saw significant further gains.
“Reaching an all-time high is a significant market milestone, and stocks do not
suddenly reverse from there,” Lee pointed out.

Is there a wrinkle? There is, actually. Seven out of 11 times, markets first
consolidated with a modest drawdown, with overall declines at 2% to 5% - in the
current context, that means S&P 500 could pull back to 4,400-4,500 once we
make all-time highs. This is consistent with Lee's 2024 Market Outlook, in which
his base case is that the S&P 500 makes most of its gains in 2H2024. Here are
some potential reasons for this:

= The markets could get ‘itchy’ waiting for the Fed to cut interest rates, while
the Fed itself dithers

= The Al timeline could be pushed out due to a ‘'systematic hack’ by malevolent
Al

= The equity markets will need to consolidate the parabolic gains from late-
2023.
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Lee also pointed out that “a drawdown in Feb/March would be consistent with
election year seasonal returns. We see a pronounced downturn historically around
the Feb/March timeframe, although it is not entirely clear why this happens.”

@ Webinar

Tom Lee’s
2024 Market Outlook

Watch the Replay Now

S Tom Lee, CFA

Head of Research

Chart of the Week
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https://fsinsight.com/event/tom-lees-2024-outlook/
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Relative Price to Book Ratio and Relative Price Ratio - Russell 2000 / S&P 500
Since 1995
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We favor small-caps to outperform in 2024. One reason why is that, as shown
above, small-caps on a price-to-book ratio are at 1999 lows, and this should serve
as the launch point for a 12-year outperformance cycle.

Recent # FlashInsights
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Macro

Minute

Thomas J. Lee, CFA
Co-Founder, Head of Research

Key incoming data

m 1/02 9:45am ET S&P Global Manufacturing PMI December Final

= 1/03 10am ET December ISM Manufacturing

= 1/0310am ET JOLTS Job Openings November

= 1/03 2pm ET December FOMC Meeting Minutes

= 1/04 9:45am ET S&P Global Services & Composite PMI December Final
= 1/05 8:30am ET December Jobs Report

= 1/0510am ET December ISM Services
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https://vimeo.com/897953136/f549f9edc1?share=copy
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(E) Live Webinar Tuesday, January 9 @ 2pm ET

Technology & Al Outlook with

Tom Lee & Dan lves

Tom Lee, CFA

Reserve Your Seat s Corfommiy

Head of Research
@ Fundstrat

Stock List Performance

Year to Date Granny Shots Performance

In the News

[fsi-in-the-news]


https://fsinsight.com/event/technology-ai-outlook-with-tom-lee-and-dan-ives/
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at fsinsight.com.

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight. At the time of publication
of this report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not
acting as a broker dealer under any federal or state securities laws.

FS Insight is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a FINRA
registered broker-dealer that is focused on supporting the independent research industry. Certain
personnel of FS Insight (i.e. Research Analysts) are registered representatives of IRC Securities, a FINRA
member firm registered as a broker-dealer with the Securities and Exchange Commission and certain
state securities regulators. As registered representatives and independent contractors of IRC Securities,
such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by
FS Insight clients directly with IRC Securities or with securities firms that may share commissions with IRC
Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute
the research of FS Insight, which is available to select institutional clients that have engaged FS Insight.

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written
Supervisory Procedures. Notable compliance policies include (1) prohibition of insider trading or the
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4)
appropriate use of electronic communications, amongst other compliance related policies.

FS Insight does not have the same conflicts that traditional sell-side research organizations have
because FS Insight (1) does not conduct any investment banking activities, and (2) does not manage any
investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
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to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

This research is for the clients of FS Insight only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but FS Insight does not warrant its
completeness or accuracy except with respect to any disclosures relative to FS Insight and the analyst’s
involvement (if any) with any of the subject companies of the research. All pricing is as of the market
close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice. Past performance is
not indicative of future results. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report
must make its own independent decision regarding any securities or financial instruments mentioned
herein. Except in circumstances where FS Insight expressly agrees otherwise in writing, FS Insight is not
acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do
not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act of
1934. All research reports are disseminated and available to all clients simultaneously through electronic
publication to our internal client website, fsinsight.com. Not all research content is redistributed to our
clients or made available to third-party aggregators or the media. Please contact your sales
representative if you would like to receive any of our research publications.

Copyright © 2024 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or
redistributed without the prior written consent of FS Insight LLC.
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