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Key Takeaways
e Strong Q3 earnings from tech giants pushed the Nasdag-100 to record highs.

e Signs of recovery in software, with improved sales growth and revenue surprises, hint at a potential
turnaround.

e Macroeconomic uncertainties linger, with inflation and Fed policy likely influencing future market
direction.

*  Five of the “Magnificent 7” tech giants exceeded revenue expectations, though the reported revenues
are gradually aligning with market estimates.

e Related Products WisdomTree Cloud Computing UCITS ETF - USD Acc, WisdomTree NASDAQ 100®
3x Daily Leveraged, WisdomTree NASDAQ 100® 3x Daily Short Find out more

Following the conclusion of the US presidential election, the Nasdag-100 index rallied to reach an all-time
high. This was driven by the prospect of a potentially favourable regulatory environment under the new
president, along with strong Q3 earnings from major tech companies. Software companies within the
index also showed signs of recovery in their recent earnings reports. However, from a macroeconomic
perspective, the outlook remains mixed, and the Fed’s guidance will be closely monitored for signals on
the future direction of monetary policy.

Is "Higher for Longer” still in play?1

Although the Fed implemented a 50 bps rate cut in September, rising concerns over fiscal deficits and
resilient nonfarm payroll figures (with 254,000 jobs added in September). Entering November, the nonfarm
payroll figure for October showed an increase of only 12,000 jobs. However, this figure was impacted by
hurricane disruptions, making it less indicative of underlying trends. Further employment data in the coming
months will be necessary to get a clearer view of labour market conditions.

On the inflation front, September's inflation rate, although lower than the previous month, remained steady
at 2.4%—slightly above the consensus estimate of 2.3%. Following the presidential election, potential high
tariffs could add upward pressure on CPI. Notably, the US 2-year inflation swap rate recently approached
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highest level since April, suggesting that the market is anticipating more resilient inflation ahead (Figure
1).

These pushed the US 10-year government bond yield up by over 70 bps since its mid-September low as
of 07 November 2024.

While the Fed implemented a 25 bps rate cut following the election, as widely expected, the timing of further
rate cuts may now need to be reassessed and could be delayed in light of these new macroeconomic
dynamics.

Figure 1: US 10 year government bond yield and US 2-year inflation swap
rate
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Source: WisdomTree, Bloomberg, from 01 July 2024 to 07 November 2024. Historical performance is
not an indication of future results and any investments may go down in value.

Index and Tech Giants’ Recent Earnings

As of 7 November, 75 constituents of the Nasdaqg-100 index had reported their Q3 earnings, with 68% of
them delivering a positive revenue surprise against consensus estimates. The median positive surprise
was 0.8%, slightly higher than Q2's level of 0.6%, although still below the levels seen in 2022 and 2023.
Among all sectors, information technology was the one with the highest percentage of companies reporting
earnings above estimates in Q3 2024. Additionally, of these 75 companies, 27 provided sales guidance,
and 25 reported revenue figures above their own guidance. (Figure 2a)

Figure 2a: How are companies from Nasdag-100 index doing relative to
consensus estimates (Q4 2018 to Q3 2024)

Source: WisdomTree, Bloomberg, as of 07 November 2024. The median beat denotes the median of
volume by which reported sales exceed consensus estimates. Consensus estimates are the means of
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analysts’ estimated sales available on Bloomberg. The Q3 2024 data is based on the fiscal period of time
that ended 30 September or 31 October 2024. Some earnings have not yet become public and typically
begins to become public about one month into the future as companies report their results for the period
ended 30 September or 31 October 2024. You cannot invest directly in an index. Historical performance is
not an indication of future results and any investments may go down in value.

Figure 2b: How are companies from Nasdag-100 index doing relative to
consensus estimates (Q3 2024)
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Source: WisdomTree, Bloomberg, as of 07 November 2024. GICS is the Global Industry Classification
Standard. Consensus estimates are the means of analysts’ estimated sales available on Bloomberg. The
Q3 2024 data is based on the fiscal period of time that ended 30 September or 31 October 2024. GICS
Sectors represent first level classification in the Global Industry Classification Standard (GICS) hierarchy.
You cannot invest directly in an index.You cannot invest directly in an index. Historical performance
is not an indication of future results and any investments may go down in value.

The Nasdag-100’s performance has largely been driven by the tech giants known as the “Magnificent
72 As of 7 November 2024, six of these companies had reported their Q3 earnings, with five exceeding
consensus revenue estimates. Only Tesla’s Q3 revenue fell short of expectations. Looking back, these six
companies significantly beat estimates in 2020 and 2021, when interest rates were near zero. However,
as the Fed began raising rates, their revenue surprises narrowed, hovering close to zero. After Q4 2022
earnings, revenue surprises began to rebound (Figure 3a).

Nvidia's revenue surprise tells a somewhat different story (Figure 3b). After the release of ChatGPT in
November 2022, Nvidia's revenue surprises surged, peaking with its Q2 2023 earnings before gradually
decreasing to 4.2% in Q2 2024. This trend suggests that Nvidia's sales growth is gradually aligning with
market expectations, although a gap still remains. Its Q3 earnings, due to be released in November, will
provide further insight into the trajectory of its revenue surprises.
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Figure 3a: How are Magnificent 7 excluding Nvidia doing relative to
consensus estimates (Q4 2018 to Q3 2024)
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Source: WisdomTree, Bloomberg, as of 07 November 2024. Consensus estimates are the means of
analysts’ estimated sales available on Bloomberg. The Q3 2024 data is based on the fiscal period of time
that ended 30 September or 31 October 2024. Historical performance is not an indication of future
results and any investments may go down in value.

Figure 3b: How is Nvidia doing relative to consensus estimates (Q4 2018
to Q3 2024)
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Source: WisdomTree, Bloomberg, as of 07 November 2024. Consensus estimates are the means of
analysts’ estimated sales available on Bloomberg. The Q3 2024 data is based on the fiscal period of time
that ended 30 September or 31 October 2024. Historical performance is not an indication of future
results and any investments may go down in value.

Software: Has the Recovery Begun?

Software companies enjoyed substantial sales growth during the pandemic, benefiting from low interest
rates and the shift to remote work. However, they have faced challenges this year. On one hand, high
interest rates have impacted their performance by increasing funding costs and compressing valuations;
on the other hand, slower sales growth has weighed on the valuation of these growth-driven stocks.
Additionally, concerns that Al could replace some software services have shaken investor sentiment.

Recent earnings reports, however, have provided some positive signals for software companies in the
Nasdag-100 index. Firstly, the median year-over-year sales growth has rebounded from the weak levels
of the first two quarters of this year (Figure 4a), which is likely to support these growth-oriented stocks.
Secondly, all software companies that have reported Q3 earnings so far have delivered a revenue surprise
relative to consensus estimates, with the median revenue surprise reaching 2.1% (Figure 4b)—the highest
level since Q2 2021. If this figure holds once all companies have reported, it could be a strong indicator
that Q3 may represent a turning point for the software sector.

Figure 4a: Median sales YoY growth of software companies from Nas-
daqg-100 index (Q4 2019 to Q3 2024)
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Source: WisdomTree, Bloomberg, as of 07 November 2024. Sales growth rates are based on
year-over-year changes in quarterly revenue. The Q3 2024 data is based on the fiscal period of time
that ended 30 September or 31 October 2024. Some earnings have not yet become public and typically
begins to become public about one month into the future as companies report their results for the period
ended 30 September or 31 October 2024. Software companies are classified based on GICS. You cannot
invest directly in an index. Historical performance is not an indication of future results and any
investments may go down in value.

Figure 4b: How are software companies from Nasdaqg-100 index doing
relative to consensus estimates (Q4 2018 to Q3 2024)
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Source: WisdomTree, Bloomberg, as of 07 November 2024. The median beat denotes the median of
volume by which reported sales exceed consensus estimates. Consensus estimates are the means of
analysts’ estimated sales available on Bloomberg. The Q3 2024 data is based on the fiscal period of time
that ended 30 September or 31 October 2024. Some earnings have not yet become public and typically
begins to become public about one month into the future as companies report their results for the period
ended 30 September or 31 October 2024. Software companies are classified based on GICS. You cannot
invest directly in an index. Historical performance is not an indication of future results and any
investments may go down in value.

Closing word

The Nasdag-100's rise to an all-time high highlights the strong earnings performance of tech giants,
with potential signals of recovery emerging in the software sector. While macroeconomic uncertainties,
including inflation pressures and the Fed’s future rate path, remain areas of caution, the resilience in
corporate earnings provides a supportive foundation. Balancing these positive corporate signals with
broader economic risks will be key to determining whether the Nasdag-100 can build on its recent
momentum in the coming quarters.

1 Returns and macro data were sourced from Bloomberg, as of 07 November 2024.
2 Magnificent 7 stocks: Apple, Alphabet, Amazon, Microsoft, Meta, Telsa, Nvidia.
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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