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Don’t let “spooky” headlines obscure the big picture
Key takeaways

» Risks are part of every economic cycle. Today’s inflation, interest-rate, and geopolitical concerns should not obscure
our outlook for U.S. economic resilience through 2027.

«  We encourage investors to focus on the big picture: Resilient consumer spending and artificial intelligence (Al)-
related investment should support growth, creating investment opportunities in the coming year.

Pumpkin season is here. And for investors, there is no shortage of things that might go bump in the night. The days ahead
bring important readings on economic growth and inflation and the November 3 midterm elections. Add elevated interest
rates, Middle East tensions, trade uncertainty, and stretched household budgets to the mix, and investors have plenty to
worry about.

While we expect the Federal Reserve (Fed) to keep its target interest rate unchanged at today’s (October 28) meeting, we
believe investors should focus less on this one decision and more on the path ahead. Elevated energy and other goods
prices, geopolitical disruptions, and strong Al-related investment demand continue to fuel inflation pressures. In our view,
these pressures should ultimately prompt additional Fed rate hikes and keep longer-term interest rates elevated. Along
with tariffs, higher borrowing costs, and fading fiscal support, these headwinds are likely to slow the economy and could
make the path through 2027 a bumpier one for investors.

But bumps in the road do not necessarily mean the economy is headed off course. We continue to expect the U.S. economy
to prove resilient through 2027 even as growth slows. Consumer spending has remained buoyant while adequate market
liquidity and supportive bank lending conditions should provide support. Corporate earnings have been strong, and
businesses continue to invest in Al infrastructure, and other productivity-enhancing technologies. Still, as the equity bull
market enters its fifth year, we expect investors to demand that companies prove that they can keep the promise to grow
earnings.

We believe these crosscurrents reinforce the importance of being selective rather than defensive. Within equities, we
recently upgraded Industrials to favorable, reflecting attractive opportunities tied to Al infrastructure, power, defense, and
aerospace. We moved Information Technology to neutral following strong gains and elevated expectations while
maintaining our view that Al should continue supporting the sector’s sales and earnings growth. Markets rarely offer
investors an all-clear signal. There are always risks lurking around the corner, and the coming week may deliver a few
surprises of its own. So, enjoy pumpkin season, but don’t let every scary headline send your investment strategy running
for the door. Keep the big picture in perspective. We believe the longer-term economic and investment backdrop still offers
opportunities for investors willing to look beyond near-term uncertainty.
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Risk considerations

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the investment or asset
class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the prospects of individual companies,
and industry sectors. Sector investing can be more volatile than investments that are broadly diversified over numerous sectors of the economy and will increase a portfolio’s vulnerability to any
single economic, political, or regulatory development affecting the sector. This can result in greater price volatility.

General Disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIlis a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, N.A., a bank
affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only and are not
intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any change in its opinions or the
information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different conclusions from, this report.

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report is not
intended to be a client-specific suitability or best interest analysis or reccommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell securities. Do not use this
report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant information, including your existing portfolio,
investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from sources and data we believe to be reliable but we make no
guarantee to its accuracy or completeness.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial services
regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain protections conferred by
legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo Advisors.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and non-bank
affiliates of Wells Fargo & Company. PM-04272028-6060611
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