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Navigating Market Uncertainty and Volatility

Recent stock market activity has been gut-wrenching
with the broad domestic equity indices (Nasdag, S&P 500,

Russell 2000) falling into correction territory (down
10%). The threat and implementation of tariffs
has resulted in a marked softening in sentiment as

investors increasingly worry about the double whammy
of recession and higher inflation. To date, survey

and sentiment-based data has softened more than
employment-related data and other broad indicators,
such as industrial production and retail sales. The March
data (to be released in April) will include the current
timeframe and will be closely watched to see if some of
those numbers start to deteriorate.

At the same time the tariff news is breaking, the
Department of Government Efficiency (DOGE) continues

to plow ahead with austerity measures, cutting
government spending by eliminating jobs and targeting
waste and programs the current administration doesn’t
support. The result of these combined efforts (tariffs and
austerity) is a marked increase in recession “chatter,” as
well as inflation expectations. On the recession front, the
Atlanta Fed GDPNow forecast was recently at -1.8% for
the first quarter of 2025. This is counterbalanced by the
New York Fed Staff Nowcast, which tracks the current-
qguarter gross domestic product at 2.69%, and the
Bloomberg consensus of private economists currently
puts the odds of a recession at 25%. We still believe

that the economy will avoid recession, but evolving
government policies will lead to greater uncertainty and
volatility in the outlook.
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The inflation picture is also clouded. In the most recent University of Michigan Consumer Sentiment release, one-
year and five-year inflation expectations jumped to 4.9% and 3.9%, respectively. The five-year outlook is particularly
troublesome (see chart below). Not only is this the highest reading in three decades, but it also has the potential to
negatively impact consumer spending. This came on the heels of a softer-than-expected Consumer Price Index (CPI)
report for February, with the all-important core reading falling to 3.1%, the lowest since the spring of 2021. Shelter,
the largest weight in the CPI, also declined to its lowest level since 2022, and the recent decline in mortgage rates
could help with that trend.

Expected Inflation Rate, Next Five Years (%)
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As we have stated previously, we think it is important to understand the goal of tariffs. We believe that they are a

tool to bring other countries to the negotiating table with a goal of fairer trade policies (among other things). If those
agreements can be hammered out, then we look for tariffs, and the threat of them, to be transitory. However, if the
administration views tariffs as a meaningful source of revenue, we believe it will lead to failure on other goals, such as
inflation. Permanent tariffs would break supply chains, lead to higher costs and ultimately change consumer behavior.

Against this backdrop, equities have experienced a period of pronounced weakness. Many investors are nervous that
this 10% correction will turn into something worse. Statistically, since World War |1, there have been 48 separate 10%
corrections, and 12 have turned into bear markets as defined by a 20% or more peak-to-trough drawdown. It is our
experience that the worst bear markets (and we are not in a bear market at this point) typically accompany recessions,
which we believe the U.S. economy will avoid.
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While none of us know when the market will bottom, we do know that decisions in weak markets are critical to successful
outcomes. A few thoughts and statistics to help navigate these uncertain times:

1. Successful investors are resistant to panic and euphoria - Managing emotions is often more difficult than managing
assets, but not getting caught up in FOMO (fear of missing out) in strong markets and conversely selling at the first
hint of a decline are important behaviors. We firmly believe one’s investment objective and asset allocation should not
change materially with market conditions but instead serve as important guideposts to help navigate uncertain times.

2. Corrections are inevitable - According to data compiled by Bloomberg, the average annual return from 1980 through
2024 for the S&P 500 was 10.6%, and annual returns were positive in 34 of 45 years—or about 75% of the time. Over that
same time frame, the average intra-year drop was 14.2%. Calendar-year 2023 was a good case study, featuring a 24% gain
for the S&P 500 for the full year, but many people forget that it suffered a 10.3% drawdown during late summer. Last year
(2024) also made strong gains, with the S&P 500 up over 25% for the full year despite suffering an 8.5% drawdown during
the summer. On average, markets experience a 10% correction annually and a bear market (a decline of 20% or more)
about once every 3.5 years. This volatility is the price of admission to realize the gains of investing in equities.

3. Diversification works - One of my favorite investment quotes is, “You know your portfolio is diversified if you are
always unhappy with the performance of some part of it.” This year has been a tough start for parts of the stock
market, but there are still asset classes and market sectors that are up for the year as evidenced in the following table.
Diversification works and is one of the best risk-management strategies available to investors.

Index Year-to-Date Return as of March 17

Bloomberg Magnificent 7 Total Return Index -14.02%
S&P 500 Index -3.63%
NASDAQ Composite Index -8.34%
MSCI EAFE Index 9.05%
FTSE NAREIT Composite 1.28%
Bloomberg U.S. Aggregate Index 2.08%
Dow Jones Utility Average 3.98%
MSCI Europe Banks Index 23.24%

Source: Bloomberg

4. Investors hate uncertainty more than almost anything - Inflection points in monetary or fiscal policy, changes in the
political or economic climate, and geopolitical tension are often accompanied by increases in volatility as investors
think about and/or reposition portfolios accordingly. The current headlines surrounding tariffs have led to heightened
uncertainty surrounding the trajectories of the economy, inflation and earnings, and volatility has increased with the
increase in tariff headlines. It is important to stay focused on long-term goals and remember that the U.S. economy and
financial markets are the envy of the world for their depth, transparency and innovation.

5. Price matters - In the current selloff, the so-called Magnificent Seven have significantly underperformed. As shown in
the previous table, an index comprised of that group of stocks (Meta Platforms, Amazon, Alphabet, Apple, Microsoft,
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Nvidia and Tesla) is down more than three times the amount of the broader S&P 500 index. While those companies
are world-class market leaders in terms of innovation, they were trading at very high multiples of most metrics
(price/earnings, price/sales, etc.) making them more vulnerable in a selloff. More importantly, there is a long-term
relationship between forward returns and starting valuations. Less-expensive valuations are typically associated with
higher forward returns over the long term, and vice versa.

6. Market timing successfully long-term is almost impossible - No one likes to see the value of their portfolio fall, and
headline-induced volatility makes watching that even more difficult. In a rapidly falling or volatile market, or even after
astrong increase in market value, many investors react emotionally to the need to “do something” by selling, with the
intent of buying back in at a later point. That strategy has multiple potential pitfalls, most notably tax inefficiency and the
need to make two correct decisions, when to buy and when to sell. A disciplined rebalancing strategy can be an effective
risk management tool and offer a systematic strategy for activity in volatile market environments. DALBAR publishes an
annual study (DALBAR Quantitative Analysis of Investor Behavior report) that shows how investor behavior influences
investment returns. In 2023 (latest data available), the average equity investor earned 5.5% less than the S&P 500 in 2023,
arelatively common theme in the history of the survey. Cited as one of the driving factors of this performance gap is the
fact that investors tend to sell out of investments during downturns and miss out on rebounds.

7. Cash is a poor long-term investment - Over the past 97 years, the U.S. stock market has compounded at nearly
7% per year over and above the rate of inflation, while three-month T-bills, a cash proxy, have grown at an inflation-
adjusted rate of less than 0.3% per year. Except for a few months, inflation was significantly higher than the three-
month T-bill from the fall of 2009 until the spring of 2023.

8. Bonds deserve a role in most portfolios - High-quality bonds add important attributes to a portfolio, including equity
market risk mitigation, income and liquidity. These qualities are especially desirable in times of equity stress/volatility.
The recent increase in yields has resulted in not only higher nominal yields but positive real (after inflation) yields
after a decade-plus of the opposite.

9. In equity investing, time is your best friend - The U.S. stock market has historically delivered an average annual
return of around 10%. But short-term results may vary, and in any given period stock returns can be positive, negative
or flat. Despite the year-to-year volatility, investors can increase their chances of a positive outcome by maintaining
along-term focus. Using data back to 1926 and calculating rolling returns, the longer the holding period, the greater
the odds of positive returns as exhibited in the table below.

U.S. Stocks: CRSP U.S. Total Market Index
Time Period: January 1, 1926 - February 28, 2025

Rolling Period % of Time of Positive Returns

1 Year 75.5%
3 Years 84.8%
5 Years 89.5%
10 Years 95.7%
20 Years 100%

Source: Lazy Portfolio ETF
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Asset Class Returns
Comparing Recent 1-Year and Year-to-Date Total Returns

M 1-Year mYTD

As of February 28, 2025
Source: Conway Investment Research

Fixed Income
¢ Treasury and other sovereign debt yields declined in February, fueling gains in core fixed income and municipal bonds.
* Credit continued to benefit from clipping higher coupons amid the benign corporate credit environment. Spreads widened slightly last month.
* Bonds outside the United States got an added boost from the weaker U.S. dollar.

Equities
¢ US. equities fell in February as investors questioned U.S. economic growth, geopolitical tensions and the impact of tariffs.
¢ Growth/tech was the weakest style segment along with small caps, which lagged large caps.
* The February weakness occurred despite strong earnings growth numbers.
* Developed markets outside the United States exhibited relative strength versus the United States, driven by financials and other value sectors.
* Similar to what occurred in the U.S., small caps lagged large caps within Europe, Australasia and the Far East (EAFE) and emerging markets.
* Emerging markets eked out a small positive return in February, largely driven by China.
¢ U.S.dollar weakness boosted EAFE returns by about 100 basis points (bps). Emerging-market currencies were mixed versus the U.S. dollar, so
the impact was actually -25 bps.

Alternatives

* Real-estate investment trusts (REITs) posted another strong month as rates fell.
* Commodity prices were higher. The top three performers for the month were coffee, natural gas and cocoa, followed closely by gold and silver.
Crude oil and gasoline were lower for the month.
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February 28, 2025 5-Year 10-Year
Fixed Income Indices

Bloomberg U.S. Treasury Bill 1-3 Month 0.33% 0.70% 0.70% 5.15% 4.22% 2.58% 1.82%

Bloomberg Municipal 0.99% 1.50% 1.50% 2.96% 0.99% 0.67% 2.33%

Bloomberg US Govt/Credit Intermediate 0.70% 1.16% 1.16% 5.54% 2.47% 1.53% 1.71%

Bloomberg U.S. Aggregate 2.20% 2.74% 2.74% 5.81% -0.44% -0.52% 1.51%

Bloomberg U.S. High Yield 0.67% 2.05% 2.05% 10.09% 4.94% 4.93% 5.06%

Bloomberg Global Aggregate 1.43% 2.01% 2.01% 2.98% -2.83% -1.95% 0.45%

U.S. Equity Indices

DJ Industrial Average -1.39% 3.32% 3.32% 14.41% 11.17% 13.79% 11.69%
S&P 500 -1.30% 1.44% 1.44% 18.41% 12.55% 16.85% 12.98%
NASDAQ Composite (Price) -3.97% -2.40% -2.40% 17.12% 11.08% 17.08% 14.27%
Russell 1000 -1.75% 1.38% 1.38% 18.11% 12.07% 16.54% 12.71%
Russell 1000 Growth -3.59% -1.69% -1.69% 19.75% 14.84% 19.71% 16.01%
Russell 1000 Value 0.41% 5.05% 5.05% 15.75% 8.65% 12.51% 8.95%

Russell Mid Cap -2.84% 1.29% 1.29% 12.25% 7.18% 12.41% 9.35%

Russell 2500 -4.69% -1.32% -1.32% 7.64% 4.55% 10.85% 8.30%

Russell 2000 -5.35% -2.87% -2.87% 6.69% 3.34% 9.39% 7.23%

Russell 2000 Growth -6.77% -3.82% -3.82% 5.83% 3.62% 7.87% 7.17%

Russell 2000 Value -3.83% -1.85% -1.85% 7.58% 2.79% 10.32% 6.91%

MSCI World -0.69% 2.84% 2.84% 16.13% 10.75% 14.45% 10.40%
MSCI ACWI -0.57% 2.79% 2.79% 15.57% 9.66% 13.31% 9.66%

MSCI ACWI Ex-U.S. 1.40% 5.51% 5.51% 10.23% 5.16% 8.07% 5.34%

MSCI EAFE 1.95% 7.32% 7.32% 9.32% 6.97% 9.23% 5.79%

MSCI EAFE Growth 0.14% 5.56% 5.56% 3.29% 4.03% 7.51% 6.07%

MSCI EAFE Value 3.74% 9.05% 9.05% 15.90% 9.85% 10.59% 5.26%

MSCI Europe 3.69% 10.84% 10.84% 11.90% 8.08% 10.40% 6.05%

MSCI Japan -1.35% 0.19% 0.19% 1.04% 5.45% 7.56% 5.77%

MSCI AC Asia 0.19% 1.24% 1.24% 9.41% 2.79% 5.84% 5.07%

MSCI EAFE Small Cap -0.28% 3.17% 3.17% 6.89% 1.18% 6.16% 5.59%

MSCI ACWI Ex-U.S. Small Cap -1.05% 0.29% 0.29% 4.89% 1.70% 7.54% 5.60%

MSCI Emerging Markets 0.50% 2.32% 2.32% 10.65% 0.92% 4.68% 3.89%

MSCI EM Asia 0.68% 1.45% 1.45% 13.78% 1.26% 5.28% 4.84%

MSCI China 11.76% 12.83% 12.83% 39.36% 0.24% -0.14% 2.73%

MSCI EM Eastern Europe 6.20% 19.35% 19.35% 16.45% -16.12% -16.63% -4.89%
MSCI EM Latin America -1.81% 7.55% 7.55% -16.31% 1.11% 2.25% 1.71%

MSCI EM Small Cap -2.62% -5.30% -5.30% -1.34% 3.14% 10.36% 5.17%

MSCI Frontier Markets 1.86% 4.95% 4.95% 14.15% 1.23% 4.43% 3.24%

Hedge Fund Indices

1Q Hedge Multi-Strategy -0.52% 1.24% 1.24% 7.62% 4.37% 3.80% 2.83%

Real Assets Indices

FTSE NAREIT Composite 4.24% 5.48% 5.48% 14.02% 1.39% 5.24% 5.92%
Alerian MLP 3.43% 12.53% 12.53% 28.49% 25.83% 23.37% 5.01%
Bloomberg Commodity 0.78% 4.76% 4.76% 11.60% 0.71% 10.56% 1.84%
S&P Global Infrastructure 0.15% 2.45% 2.45% 21.74% 7.39% 7.59% 6.17%
QOil Price Brent Crude -4.59% -1.18% -1.18% -12.74% -10.27% 7.63% 1.55%
CBOE Market Volitility (VIX) 19.48% 13.14% 13.14% 46.49% -13.33% -13.32% 3.94%

Source: Morningstar



One North Brentwood Boulevard, Suite 850

BENJAMIN E EDWARDS’ St. Louis, Missouri 63105

(855) 382-1600

INVESTMENTS for GENERATIONS® e
www.benjaminfedwards.com

The information provided is based on internal and external sources that are considered reliable; however, the accuracy

of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject matter
discussed. Investing involves risk including the potential loss of principal. No investment strategy, including asset allocation
and diversification, can guarantee a profit or protect against loss in periods of declining values. Past performance is no
guarantee of future results. Indexes are unmanaged and investors are not able to invest directly into any index. This
information does not constitute a solicitation or an offer to buy or sell any security mentioned.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market
capitalization of U.S. companies is used to group large, medium (mid) and small companies. The investment return to the
owner of stock (shareholder) is in the form of dividends and/or capital appreciation. Shareholders share in both the upside
potential and the downside risk. Dividends are not guaranteed and are subject to change or elimination.

There are special risks associated with an investment in real estate, including credit risk, interest-rate fluctuations and the
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund
shares are subject to the same interest rate, inflation and credit risks associated with the underlying bond holdings.
Lower rated bonds are subject to greater fluctuations in value and risk of loss of income and principal than higher
rated bonds. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can
result in the decline of the value in your investment.

Benjamin F. Edwards® & Co. (BFE) is a dually-registered broker-dealer and investment adviser and member of FINRA and
SIPC, and its affiliate Benjamin F. Edwards Wealth Management*™ LLC, d/b/a Edwards Wealth Managements™ (EWM) is an
SEC-registered investment adviser. BFE and EWM are affiliates through their common ownership by Benjamin Edwards,
Inc. Depending on the context, the name Benjamin F. Edwards® refers to either EWM, BFE or both.
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