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COMMENTARY

The great thing about the 4™ of July is that it provides an excuse to take a vacation after quarter end. And yes,
after this past quarter of extreme volatility, one was needed. Let’s recap.

The 2™ quarter of 2025 began with the potential enactment of draconian trade measures, with the market selling
off as a direct result of investor fear and uncertainty. A week later, the White House backtracked and announced a
90-day pause on tariffs on imports from most countries, setting the stage for a rally. Next, there were immigration
protests and police confrontations in Los Angeles. Then, there was a war between Israel and the U.S. (briefly) and
Iran. Finally, we finished with the lead up to the Big Beautiful Bill, which was subsequently passed following the
end of the quarter. Specific to the market, in 10 years, most of this will largely be forgotten. But living it is an
entirely different experience.

If there is a lesson to draw from this, it is that each era has its own version of uncertainty. Some are memorable
like the dot.com crash, Covid shutdowns, and the Great Financial Crisis. Others ended up having less of an
impact, but at the time, felt like they possessed the same level of risk.

For example, from April 29, 2011 to October 3, 2011, the S&P 500 declined 19.4%, within rounding distance of a
bear market. The decline was due to a spending impasse between the Republican Congress and the Obama White
House and sparked concerns of an impending recession. Looking back, this was hardly memorable and barely
even a blip on the long-term chart. Similar declines occurred in 2010, late 2015, and late 2018. All forgettable.

On the other hand, each of the significant and notable downturns started off as something that would pass
without drama but eventually turned into something substantial. Unfortunately, it is extremely difficult to
differentiate between the two when you are in the midst of it.

When unpredictability looms, the wisest approach is to plan ahead. Whether you are a university endowment or a
middle-class retiree, know ahead of time both what your immediate income and long-term growth needs are. With
that information, position your investments accordingly. If you do these things and regularly rebalance your
portfolio, you create the resilience necessary to survive challenging markets. It sounds so basic but often the
simplest things are the most overlooked.

2ND QUARTER REVIEW

Stocks and bonds both rallied during the quarter as the potential risks associated with the tariffs subsided. Stocks
continued to be driven by the likes of Nvidia and Microsoft while bonds benefited from a decline in inflation
expectations.

Within the S&P 500 sectors, technology and communications reported the largest gains, returning 23.71% and
18.49%, respectively. Energy and Health Care reported the largest losses, returning -8.56% and -7.18%,
respectively. Leadership largely reflected a return to risk as investors sought higher returns following the
postponement of sanctions.

After a lost decade, international stocks are finally showing signs of life. The MSCI EAFE Index grew 12.0%
during the quarter, besting domestic stocks by a small margin. The gains were broad based as Japan, Europe, and
emerging markets all experienced similar gains.
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2ND QUARTER REVIEW (CONTINUED)

Bonds were positive, driven by corporate bonds. Treasury bonds were slightly positive. Commodities, as measured
by the Bloomberg Commodity Index, declined 3.1%, largely driven by energy, which declined 10.9%, and
agriculture, down 4.0%. In contrast, gold was up 5.9%.

All of this reflects the impact of the proposed tariffs and then their postponement. Stocks and corporate bonds
rallied while Government bonds struggled, uncertain about inflation. Gold rallied as the U.S. dollar wavered due to
skepticism and agriculture declined over concerns that reciprocal tariffs would hurt demand for U.S. farm products.
What a quarter.

Market Returns in Q2 2025

Index Q2 2025 Total Return 2025 YTD Total Return
S&P 500 10.94% 6.20%
Russell 2000 8.50% -1.79%
Nasdaq 17.97% 5.86%
MSCI EAFE (Developed International Stocks) 12.04% 19.94%
MSCI Emerging Markets 12.17% 15.52%
Bloomberg Aggregate Bond Index 1.21% 4.02%
Footnotes:
;I'Lhe(? S&P 500 is an index comprised of roughly the 500 largest publicly traded companies in the United States as determined by market

2. The Russell 2000 is an index comprised of roughly 2,000 companies determined by Frank Russell Co. to represent small cap stocks.

3. The Nasdaq is an index of 100 of the largest companies listed on the Nasdaq exchange.

4. The MSCI EAFE index measures the performance of roughly 800 of the largest companies in developed markets outside of the United
States.

5. The MSCI Emerging Markets Index measures the performance of roughly 1,4000 companies in countries considered to be emerging
markets.

6. The Bloomberg Aggregate Bond Index is a diversified index of bonds including Treasuries, corporate bonds, mortgage bonds, municipal
bonds, and agency bonds that are considered investment grade.
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OUTLOOK

Markets are likely to remain volatile while a new regime takes hold. The implication of trade barriers has yet to be
understood but preliminary results suggest the U.S. dollar will struggle as global trade ebbs, at least on the margin.
This should push government bond yields higher, increase commodity prices, and push inflation higher.

Although U.S. stocks brushed off concerns, international stocks look just as, if not, more appealing. Foreign
governments now appear just as stable, if not, more stable than the U.S. and foreign central banks are more
stimulative. Finally, foreign companies are generally cheaper than their domestic counterparts.

Commodities should do well in an environment where the U.S. dollar struggles. Energy prices declined due to
concerns about global economic growth, but going forward that should be somewhat cushioned by the fact they
are priced in U.S. dollars. All else equal, if the dollar declines in value, commodity prices increase.

Long-term Treasury bonds appear broadly unattractive — though if our outlook proves wrong they will likely rally.
As such, we are fine missing out on that as we see it as a very low probability event.

Asset Class Current Thoughts

Large Cap U.S. Equities Underweight. Underweight large cap technology.

" Hold at long-term allocation. Formerly overweight.
Small Cap U.S. Equities ) )
Emphasis on quality.

. Overweight. Good companies with lower valuations and
International o
tailwinds.

Much depends on the success of Chinese stimulus as a
Emerging Markets significant part of emerging markets are driven by
Chinese economic growth.

Treasury Bonds Shorter maturities have better risk/reward.

Hold at long-term allocation. Higher quality offers better
Corporate Bonds )
risk/reward.

Real Estate Higher interest rates continue to be a negative.

Energy and gold are offsetting each other. Good hedge

Commodities
against dollar weakness though.
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FINAL THOUGHTS

This is a good time to have a chat with your trusted financial advisor. Or if you don’t have one, hire one. We suggest this
not because they will necessarily have all the answers. But a good advisor will help you manage things despite not having
all the answers and should have a sound investment plan in place to help withstand market uncertainty.

Thank you for your confidence. We appreciate it immensely.

Regards,

Varar e

Gregory Toppe, CFA
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