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Bon Voyage!

With the COVID pandemic receding in most areas of the world, Americans are traveling again. U.S. citizens took
more than 98 million international trips in 2023, just short of the pre-pandemic level of 99 million in 2019 and
almost three times higher than the 33 million low in 2020. Here are the regions they visited.
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Housing Market Trends: Are They Helping or Hurting the Economy?

In an unusual twist, U.S. home values climbed to an
annual record of $389,800 in 2023, even as mortgage
rates rose to the highest levels in a generation. The
median price of existing homes rose 4.4% for the
twelve months ended in December 2023 to reach
$382,600. (Buying activity and prices tend to peak
during the summer and tick back down when the
market slows later in the year.)1

Near the end of October 2023, the average rate for a
30-year fixed mortgage climbed to a 23-year high of
nearly 8%, before retreating a bit.2 But despite
sky-high borrowing costs, buyer demand exceeded the
supply of homes for sale.

As a result, sellers generally fared well, but 2023 was
a challenging year for would-be homebuyers.

A market in limbo

Rising mortgage rates and home prices made it harder
to afford a home, causing many buyers to be priced
out of their favorite neighborhoods and forcing others
out of the market altogether. In August 2023, housing
affordability dropped to its worst levels since 1985.3

Many people who already own homes have been
reluctant to sell and move because they would have to
finance their next homes at much higher rates than
they currently pay — a conundrum that has worsened
the inventory shortage.

This persistent lack of inventory combined with low
affordability has cut deeply into home sales. For all of
2023, existing home sales fell to the lowest level in
nearly 30 years (4.09 million).4 An estimated 668,000
new homes were sold in 2023, an increase of 4.2%
from the previous year, but new construction accounts
for less than 15% of the total market.5

Housing and GDP

Housing contributes directly to the nation's gross
domestic product (GDP) in two ways: spending on
housing services and residential fixed investment.
Housing services include rental payments, imputed
rent (the estimated rental value of owner-occupied
homes), and utility payments. Residential fixed
investment includes new home construction,
residential remodeling, production of manufactured
homes, and brokers' fees. In the fourth quarter of
2023, housing accounted for $4.4 trillion of U.S. GDP
on a seasonally adjusted annual basis or 15.9%
(12.0% for housing services and 3.9% for fixed
residential investment).6

New home construction stimulates local economies by
creating higher-wage jobs and boosting property tax
receipts. Nationally (and locally), it benefits other types
of businesses as well, by spurring production and
hiring in industries that provide raw materials like
lumber or that manufacture or sell building tools,

equipment, and home components such as windows,
cabinets, appliances, and flooring. That's why the
Census Bureau's report on housing starts, which were
up 7.6% from the previous year's level in December
2023, is considered a leading economic indicator.?

Home Building Stages a Recovery

In Q3 2023, fixed residential investment added to U.S. GDP
for the first time since Q1 2021. But in Q4, an increase in
new residential structures was mostly offset by a decrease
in brokers' fees.

Fixed residential investment: contribution to change in GDP
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Source: U.S. Bureau of Economic Analysis, 2024

Consumers are the key

The health of the housing market can also affect
economic activity in other industries indirectly. For
example, the "wealth effect" refers to how shifts in
home prices, up or down, can influence consumer
finances, confidence, and behavior. When home
values and equity are rising, consumers who own
homes tend to feel wealthier and may be more
comfortable spending their money.

The "transaction effect” describes the increase in
consumer spending that typically occurs when people
move into new homes, which tends to generate
demand for goods and services such as appliances,
furniture, electronics, home improvement, and
landscaping. On the other hand, extremely low
affordability might influence younger consumers in a
different way. When buying a home seems
unattainable, it may cause them to give up on saving
for that goal and shift to spending on other things.

Given housing's importance to the economy, there is
some concern that a prolonged period of high rates
could continue to constrain home building and sales,
cause home prices to fall, and damage consumer
confidence. When the Federal Reserve begins to cut
interest rates, mortgages should gradually follow suit,
but that's not likely to happen until GDP growth slows
and inflation is no longer seen as the larger threat.

1, 4) National Association of Realtors, 2024; 2) Freddie Mac, 2023; 3)

National Association of Realtors via Haver Analytics, 2023; 5, 7) U.S.
Census Bureau, 2024; 6) U.S. Bureau of Economic Analysis, 2024
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Mixing It Up: Asset Allocation and Diversification

Asset allocation and diversification are so fundamental
to portfolio structure that it's easy to lose sight of these
strategic tools as you track the performance of specific
securities or the dollar value of your investments. It
might be worth considering how these strategies relate
to each other and to the risk and potential performance
of your portfolio.

Keep in mind that asset allocation and diversification
are methods used to help manage investment risk;
they do not guarantee a profit or protect against
investment loss.

Establishing balance

Asset allocation refers to the mix of asset types in a
portfolio — generally stocks, bonds, and cash
alternatives. These asset classes have different
growth and risk profiles and tend to perform differently
under various market conditions. Stocks typically have
higher long-term growth potential but are associated
with greater volatility, while bonds tend to have
moderate growth potential with less volatility. Cash
alternatives usually have low growth potential but are
the most stable of the three asset classes; however, if
cash investments do not keep pace with inflation, they
could lose purchasing power over time.

There is no right or wrong asset allocation. The
appropriate allocation for you depends on your age,
risk tolerance, time horizon, and specific goals.
Younger investors might be comfortable with a more
aggressive allocation heavily weighted toward stocks,
because they have a longer time to recover from
potential losses and may be willing to accept
significant short- to medium-term drops in portfolio
value in exchange for long-term growth potential.
Older investors who are more concerned with
preserving principal and those with near-term
investment objectives, such as college funding, might
prefer a more conservative allocation with greater
emphasis on bonds and cash alternatives.

Adding variety

Diversification refers to holding a wide variety of
securities within an asset class to help spread the risk
within that class. For example, the stock portion of a
portfolio could be diversified based on company size
or capitalization (large cap, mid cap, and small cap).
You could add international stocks, which tend to
perform differently than domestic stocks. A
well-diversified portfolio should include stocks across a
broad range of industries and market sectors.

A portfolio's bond allocation might be diversified with
bonds of different types and maturities. Corporate
bonds typically pay higher interest rates than
government bonds with similar maturities, but they are
associated with a higher degree of risk. U.S. Treasury
bonds are guaranteed by the federal government as to

the timely payment of principal and interest. Foreign
bonds could also increase diversification. Longer-term
bonds tend to be more sensitive to interest rates; they
typically offer higher yields than bonds with shorter
maturities, but this has not been true since the unusual
interest-rate increases that began in 2022.

Sample Portfolios

This chart shows how aggressive and conservative
portfolios could be diversified by dividing asset classes
among different types of securities. The percentage of each
type of security might vary widely depending on the
investor's situation and preferences, and many investors
may not hold all types of securities.

. Stocks O Bonds O Cash
Large caps Corporate
Mid caps Treasury
Small caps International

International

Conservative

Aggressive

These hypothetical portfolios are shown for illustrative purposes only. They
are examples, not recommendations.

Staying on target

Once you have established an appropriate asset
allocation and diversification strategy, it's important to
periodically examine your portfolio to see how it
compares to your targeted structure. Depending on the
level of change, you may want to rebalance the
portfolio to bring it back in line with your strategic
objectives. Rebalancing involves selling some
investments in order to buy others. Keep in mind that
selling investments in a taxable account could result in
a tax liability.

The principal value of stocks and bonds fluctuate with
changes in market conditions. Shares of stock, when
sold, and individual bonds redeemed prior to maturity
may be worth more or less than their original cost.
Concentrating in a particular industry or sector could
expose your portfolio to significant levels of volatility
and risk. Investing internationally involves additional
risks, such as differences in financial reporting,
currency exchange risk, and economic and political
risk unigue to the specific country or region. This may
result in greater share price volatility. The principal
value of cash alternatives may be subject to market
fluctuations, liquidity issues, and credit risk; it is
possible to lose money with this type of investment.
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After the Loss of a Loved One, Watch Out for Scams

Scam artists often prey on those who are most
vulnerable. Unfortunately, this includes individuals who
have recently lost a loved one and are easily taken
advantage of during their time of grief. Scammers will
look for details from obituaries, funeral homes,
hospitals, stolen death certificates, and social media
websites to obtain personal information about a
deceased individual and use it to commit fraud.

A common scam after the loss of a loved one, often
referred to as "ghosting," is when an identity thief uses
personal information obtained from an obituary to
assume the identity of a deceased individual. That
information is then used to access or open financial
accounts, take out loans, and file fraudulent tax returns
to collect refunds. Typically, a ghosting scam will occur
shortly after someone's death — before it has even
been reported to banks, credit reporting agencies, or
government organizations such as the Social Security
Administration (SSA) or Internal Revenue Service
(IRS).

Another scam involves scam artists using information
from an obituary to pass themselves off as a friend or
associate of the deceased — sometimes referred to as
a "bereavement" or "imposter" scam. These individuals
will falsely claim a personal or financial relationship
with the deceased in order to scam money from
grieving loved ones. Scam artists will also pose as
government officials or debt collectors falsely seeking
payment for a deceased individual's unpaid bill.

| Individuals lost $10 billion
to scams in 2023.

Source: Federal Trade Commission, 2024

.
SCAM ALERT

If you recently experienced the loss of a loved one,
consider the following tips to help reduce the risk of
scams:

* Report the death to the SSA and IRS as soon as
possible.

 Notify banks and other financial institutions that the
account holder is deceased.

» Contact your state's department of motor vehicles
and ask them to cancel the deceased's driver's
license.

» Ask the major credit reporting bureaus (Equifax,
Experian, and TransUnion) to put a "deceased alert"
on the deceased person's credit reports and monitor
them for unusual activity.

* Avoid putting too much personal information in an
obituary, such as a birth date, place of birth, address,
or mother's maiden name.

» Be wary of individuals who try to coerce or pressure
you over alleged debts owed by the deceased.

This information, developed by an independent third party, has been obtained from sources considered to be reliable, but Raymond

James Financial Services, Inc. does not guarantee that the foregoing material is accurate or complete. This information is not a complete
summary or statement of all available data necessary for making an investment decision and does not constitute a recommendation. The
information contained in this report does not purport to be a complete description of the securities, markets, or developments referred to in
this material. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. Investments
mentioned may not be suitable for all investors. The material is general in nature. Past performance may not be indicative of future results.
Raymond James Financial Services, Inc. does not provide advice on tax, legal or mortgage issues. These matters should be discussed
with the appropriate professional.

The Davis Group is not a registered broker/dealer and is independent of Raymond James Financial Services, Inc., member FINRA / SIPC.

Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC, an independent broker/dealer, and are not
insured by FDIC, NCUA or any other government agency, are not deposits or obligations of the financial institution, are not guaranteed by
the financial institution, and are subject to risks, including the possible loss of principal.
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