INVESTMENT
STRATEGY UPDATE

MARKET REPORT
OCTOBER 2025

EQUITY RALLY CONTINUES

Equity markets extended their rally
through the third quarter of 2025 with
several indices touching new all-time
highs. US equities shook off trade policy
concerns, focusing on the potential
surrounding Artificial Intelligence (Al
investment and the benefits of fiscal
stimulus from the One Big Beautiful Bill
Act passed on July 4th. While
performance in the US equity markets
was strong, international equities
continued to outperform, remaining at
the top of the charts for the year despite
possible longer-term impacts from trade
policy changes.

Both foreign developed and emerging
market stocks benefited from the decline
in the US dollar and higher uncertainty

in the US. The MSCI Emerging Markets
Index finished the third quarter the top
performer, up 27.53% year-to-date.
Within the US, the large cap growth
category remained strong, with the
NASDAGQ increasing 11.24% for the third
quarter and 17.34% year-to-date.
Although lagging larger companies year-
to-date, for the third quarter the Russell
2000 Index of small companies posted
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the strongest performance, rising 12.39%.
Smaller companies generally carry
higher leverage and therefore can
benefit more from falling interest rates.

The US Federal Reserve has been
closely watching economic data to
determine when to lower interest rates
and made the first rate cut for the year
in September after labor market
statistics weakened over the summer.
The benchmark interest rate was
lowered by 0.25%. The Fed is facing a
conflict between its two mandates, with
a weakening labor market indicating a
need for rate cuts while above target
inflation supports maintaining higher
rates.

With rates falling bonds also delivered
positive returns. The yield curve has
moved toward a more normal position
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with short-term yields, which are more
closely influenced by the Fed, falling
below long-term yields. After the
September rate decrease markets also
priced in two additional anticipated rate
cuts yet in 2025. The 10-year US Treasury
closed the third quarter yielding 4.16%,
down from a yield of 4.58% at the end
of 2024. We expect short-term rates to
continue a downward trend, whereas
long-term rates could remain elevated
due to persistent above target inflation
and deficit concerns.

The outlook remains mixed, with
economists trying to understand how the
combination of current monetary policy,
trade policy, and fiscal policy decisions
will play out. We remain cautiously
optimistic that markets and the economy
can remain resilient but also recognize
that markets may be priced to perfection.
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Bond markets are anticipating the Fed to continue lowering short-term interest rates, and yields on short-term investments such as
money markets, commercial paper and short duration CDs will continue to fall alongside Fed rate cuts. Longer-term rates are less

directly controlled by the Fed and have the potential to remain higher as they are more influenced by other factors, such as long-term
inflation expectations and credit risks. Given this potential risk, we are in favor of a blend of traditional fixed income and fixed income
alternatives to hedge against interest rate uncertainty. We also favor shifting away from short-duration fixed income for funds that are
not needed in the near term.

US EQUITY:
At the end of the third quarter, the S&P 500 index traded at almost 23 times earnings, with the top ten companies rising to almost 30 times
earnings as they were pushed higher by Al enthusiasm. Profit margins and earnings have remained firm despite tariffs as companies
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US EQUITY (CONT.):

implemented strategies to mitigate the impact. Small cap equities also participated in the rally for the quarter and should benefit from
lower interest rates, providing the economy remains strong. At current price levels, expectations are high, and risks remain surrounding
trade policy and the slowing economy. On the other hand, we anticipate an economic boost from the tax bill passed this summer and the
continued prospects for productivity from Al. Given these factors and current elevated valuations, we are neutral on US equities while
focusing on selectivity and flexibility.

INTERNATIONAL EQUITY:

International equities have been the true standout in 2025. Foreign stock outperformance has likely been the result of a combination of
factors including cheaper valuations, investors' desire to geographically diversify in a changing trade landscape, a falling US dollar, and
commitments by many foreign governments for additional economic stimulus. Even after this period of outperformance, foreign stock
valuations remain cheaper than their historical average relative to US stocks. Additionally, foreign equities tend to perform well in
periods of a weaker US dollar. Based on these factors, we believe there is more potential in foreign equities and are in favor of
maintaining a slightly higher weighting.

Average cumulative S&P 500 total returns

Investing in Rising Markets

With the equity markets reaching new all-time highs, investor concerns ”gio';;‘ 1608 = 02 31, 204
about a potential downturn are rising, and investors can get particularly Il 1nvest on any day™
nervous about putting additional money into the market. While it is

impossible to predict when markets will peak or pull back, history shows
that broad equity markets tend to trend upward over time, despite short-
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term volatility. In fact, investors in the S&P 500 who put money to work at 70%
market highs have historically seen higher average cumulative returns than
those who invested on average days. For long-term investors, time in the 60%

market matters more than timing the market.

50%
What Could Keep the Rally Going?
) Stimulus Boost: Economic impact from the One Big Beautiful Bill Act is e
projected to peak in 2026.
) Rate Cuts: Federal Reserve rate reductions may further stimulate growth. 30%
) Valuation Gaps: The current rally has been primarily driven by tech and Al
stocks, while other sectors remain less expensive and may offer more upside. 20%
) Al Investment: Capital spending on Al is projected to continue rising
for the next several years.
) Cash Reallocation: Falling money market yields may shift a projected 10% . 6.0%6.1%
$7 trillion of cash from money market funds into other investments. 3.0%2.4%
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Source: J.P. Morgan Guide to Markets, October 2025,

“Invest on any day" represents average of forward returns for the entire time period whereas ‘invest at a new high” represents average of rolling forward returns calculated from each new
S&P 500 high for the subsequent 3-month, 6-month, 1-year, 2-year, 3-year, and 5-year intervals, with data starting 1/1/1998 through 12/31/2024.

DISCLOSURES:

This material is being provided for information purposes only and is not a complete description, nor is it a recommendation. Any opinions are those of Ascential Wealth
Advisors and not necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee
that the foregoing material is accurate or complete. Investing involves risk and investors may incur a profit or loss regardless of strategy selected. Prior to making an
investment decision, please consult with your financial advisor about your individual situation. Past performance is not a guarantee of future results. Investments mentioned
may not be suitable for all investors. Diversification does not ensure a profit or guarantee against a loss. Individuals cannot invest directly in any index, and index
performance does not include transaction costs or other fees, which will affect actual investment performance. There is no guarantee that these statements, opinions or
forecasts provided herein will prove to be correct. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S.
stock market. The Dow Jones Industrial Average (DJIA), commonly known as "The Dow", is an index representing 30 stocks of companies maintained and reviewed by the
editors of the Wall Street Journal. MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed
market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations. The Barclays Capital Aggregate Bond
Composite Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities
averaging approx. 10 years. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging market indices. The index's three largest
industries are materials, energy, and banks. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. International investing
involves special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. There are special risks
associated with investing with bonds such as interest rate risk, market risk, call risk, prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn
more about these risks, please contact our office.

Ascential Wealth Advisors is not a registered broker/dealer and is independent of Ray d James Financial Services. Securities offered through Raymond James Financial
Services, Inc. Member FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors, Inc.
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