A tumultuous second quarter ended with US stocks setting
fresh records. The quarter started with President Trump's

sweeping tariffs announcements that wreaked havoc in SeCOHd Quarter Market WatCh

markets, sending the S&P 500 to the brink of a bear

market. Shortly afterwards, the president announced a 90-

day pause on many of his planned tariffs, which was 1 Year Ago
followed by a swift recovery in the stock market. Continued 6/30/2024 | %chg

trade negotiations between the US and trading partners
including China and the European Union have also boosted
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new record, returning18% during the quarter and 5.9%

YTD. The Dow Jones Industrial Average returned 5.5% and
4:6%in Q2 and YTD, respectively.

The economy and consumers have been resilient amid
heightened policy uncertainty. Companies in the S&P 500
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expected at a time when the implied tariff rate was above
20%. Magnificent 7 companies in aggregate delivered
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outperforming US large cap stocks by the widest margin
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has eased significantly in the Euro area and the UK. Rate

cuts in the Euro area have been made possible given Con'\]/'rituer:i':;ion 31%  -0.4% ---

relatively subdued inflation. In terms of fiscal policy, Services 18.5%  22.2%

Germany has made a significant shift in its spending in Gold 3,307.70 2,641.00 2,339.60

defense and infrastructure by removing the ceiling that was Utilities 43%  21.0%
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year, especially among defense, industrials,
and construction markets.

China's domestic policy is contingent on
uncertain external events, in which trade war
risk has escalated again under Trump's second
term. The Chinese government has remained
accommodative in both fiscal and monetary
policies, but the magnitude of policy easing will
depend on the evolution of tariff war and the
impact on the economy.

The US dollar has seen the largest decline to
start the year since 1973, when the OPEC oil
embargo caused a 9% surge in inflation.
Despite 2025's underperformance and Moody's
recent downgrade of US credit, the US dollar is
still the leading reserve currency. While 2025
highlights the importance of global
diversification, investors should resist the urge
to drastically change US vs. non-US
allocations.

The price of bitcoin has surged back above
$100,000, with the President reaffirming his
promise to make the US the "crypto capital of
the planet" and the Congress seeking to
advance legislation to integrate crypto into the
mainstream financial system. Coinbase led the
recovery from the April lows, gaining 130%.

Beyond the short-term spike induced by
geopolitics, crude oil prices have remained
weak, driven by the supply-demand balance.
Global oil inventories have risen by almost 240
million barrels since February 2025. Based on
the forward physical oil balances, the market is
expecting over 2.2 million barrels per day in
surplus over the second half of 2025. This
suggest that crude oil prices will likely be range
bound in the low-to-mid $60's for the remainder
of the year.

We are at the start of the second quarter
earnings season. Analysts expect the S&P 500
to earnings growth of 9.4% this year, below the
14% expected at the start of the year. Still,
analysts project earrings growth of 13.7% next
year. Many remain optimistic that the trade
negotiations will mitigate the impact
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Exchange Rates

, 1 Year
Dec'24 Ago

Euro per U.S.
Dollar 0.933 0.905 0.917
British Pounds Unemé);:g/ment 0 0 0
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of tariffs. The past earnings season provided support for equities, with S&P 500
companies delivering outstanding Q1 results with positive earnings surprises and
better-than-expected guidance amid high global trade uncertainty. While Q1 earnings
season helped investors remain confidence that growth remains intact, we are
cautious on some of the pull-forward demand and inventory stocking related to tariffs.
Another reason for caution on the broad market is valuations. The S&P 500 recently
traded about 22 times its projected earnings over the next 12 months, above a 10-
year average of 19. With trade negotiations still unfolding, it is too soon to know how
global trade policies will settle. This lingering uncertainty, along with a scarcity of
high-quality assets, leads to a continued preference for high quality companies with
stable and growing earnings power.

The first half of 2025 saw signs of slowing economic growth, uneven inflation data,
and evolving expectations for the US Federal Reserve rate cuts. In addition, the on-
again, off-again tariff announcements from the US have made it difficult for investors
and companies to forecast future earnings. As we move past the midpoint of 2025,
we expect markets will continue to be affected by ongoing headline risk. The US
policy shifts that encompass trade, fiscal, and monetary will continue to impact
consumer, business, and market sentiments. In the second half of the year, the
persistent backdrop of policy uncertainty, along with geopolitical risks, portends
higher market volatility. As we navigate market uncertainties, our investment
professionals continue to see opportunities, which include quality assets at attractive
prices, and the ongoing surge in artificial intelligence. However, we remain disciplined
in deploying capital and rebalancing where appropriate in a higher volatility regime.
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