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Financial Markets Commentary

DT IHN‘VEST‘MENT PABTNERS
Financial Asset Prices Soar, and the Fed Resumes Interest Rate Cuts

Financial Markets (see page 4 for asset class total rates of return)

¢ The S&P 500 ended the third quarter on a five-month winning streak. The benchmark index had its best
September gain since 2013. Despite slowing job growth, tariff-related costs, a widening federal
government deficit, and questions over the future of Fed independence, stocks continued “climbing the
wall of worry.” All three major U.S. stock indices (S&P 500, Dow, & NASDAQ) reached all-time highs.
The S&P 500 index has been driven to new highs this year by better-than-expected earnings. S&P 500
forward earnings per share rose to a record $294.91 during the week of September 18, Investors are high
on Al (artificial intelligence) and all-in believers that tax cuts and declining interest rates will lead to a
rebound in economic growth. Lower rates should boost corporate profits. Broad-based corporate and
government spending on generative Al and robotics could further support this bullish outlook.

«* During the quarter, stock market breadth (how many stocks in an index are moving in the same direction
as the index itself) was wide but then narrowed in the second half of September. Most of the S&P 500
gains came from the 10 largest companies in the index, which account for almost 40% of its value.

« U.S. Large Cap Growth stocks led the way higher during the quarter, followed by Gold, Emerging Market
and U.S. Small Cap stocks. All risk-based assets rose in value. Within S&P 500 sectors, the more growth-
oriented sectors such as, Technology (AVGO, ORCL, NVDA, MSFT), Communication Services (WBD,
GOOGL), and Consumer Discretionary (TSLA, HD, TJX) were the top performers. Only the Consumer
Staples sector (TGT, CL) fell in value during the quarter.

¢ Gold continued climbing in price during the quarter making several all-time highs. While Gold does not
pay any dividends or interest (income), historically it tends to rise in value when bad things happen such
as inflation, rising government debt, and geopolitical instability. When inflation is rising, stock and bond
prices tend to both fall and Gold prices typically rise. Inflation fears, a weakening dollar, war and political
instability, and growing federal debt and deficits explain why Gold continues moving higher in value.

+» Emerging Market stocks rebounded during the quarter thanks to persistent U.S. dollar weakness,
improving earnings growth expectations, and attractive relative valuations and yields. U.S. Small Cap
stocks also bounced back, reaching their first record high since 2021. Their rally has been fueled by
improved earnings and expectations of Federal Reserve rate cuts. Small-cap stocks tend to benefit more
from lower Fed rates because smaller companies rely more heavily on bank lending (floating rates) than
the bond market to fund their businesses.

+«» For the third consecutive quarter, all taxable bond sectors finished with positive returns, led by
intermediate maturity (5-10 years) investment grade corporate bonds. Demand for corporate bonds was
exceptionally strong as issuers sold a record amount of debt in September. Yields declined/prices rose
across the entire U.S. Treasury yield curve as investors forecast three Fed rate cuts by year-end to help
offset a slowdown in employment. After a challenging start to the year, municipal bonds rebounded
strongly and were the best-performing fixed income sector in the quarter. This improvement was
supported by lower supply and rising demand, particularly late in the quarter.
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Global Economy & Fed Policy

¢ The Organization for Economic Cooperation and Development (OECD) recently released their interim
Economic Outlook report, noting that global growth was more resilient than expected in the first half of
2025 thanks to businesses’ front-loading trade and production before higher tariffs were enacted. The
overall effective U.S. tariff is now 19.5%, the highest rate since 1933. The full effects of tariff increases
have yet to be felt as many changes are being phased in over time. Global GDP is projected to decline
from 3.3% last year (2024) to 2.9% next year (2026) as higher tariff rates and high policy uncertainty
reduce investment and trade. Although, the Atlanta Fed’s GDPNow model is estimating third quarter U.S.
economic growth of 3.3%. Inflation is projected to decline in most countries as economic growth
moderates and labor market pressures ease.

Risks to the OECD’s outlook include increases in tariff rates, a rise in inflation, and concern about
massive fiscal debt loads. Recent economic activity indicators have been pointing to a softening of global
growth. The high level of policy and geopolitical uncertainty continue to make it extremely difficult for
economists, analysts, and corporate finance executives to make projections and formulate budgets along
with undertaking capital expenditures and investment projects. However, the upward revision to the
second quarter’s consumer spending now places the series at a 2.6% pace. Increases in consumer
spending on services like transportation and finance indicates that Americans are working and feeling
confident enough about their wages to make large purchases. Faster development of AI and robotic
technologies and a reduction in trade restrictions could strengthen global growth.

As widely expected, the Federal Reserve cut the target fed funds rate at their September 17" meeting by
25 basis points (0.25%) to 4.00% - 4.25%. This was their first-interest rate reduction since their December
2024 meeting. The committee sees two more (25bp) cuts this year at their October and December
meetings. They noted that the downside risks to the labor market have increased. Concerns about the jobs
market have outweighed inflation worries. Although unemployment has edged higher, it remains near
historical lows (4.3% vs. 3.4%). The Fed updated their policy projections, and they forecast one 25bp cut
in 2026 and one in 2027.

While inflation has eased from its highs, Chair Powell noted that it remains "somewhat elevated" above
the Fed's 2% target. He also mentioned that tariffs are beginning to push up prices in some sectors, but it
would likely be a one-time event. He also discussed a softening labor market, mentioning that job gains
have slowed and the unemployment rate has edged up to 4.3%. He said both the supply of workers and
the demand for them has declined and he attributed some of this slowdown to new immigration policies.

The Fed is in a challenging position. Inflation risks are tilted to the upside, while labor markets risks
are leaning to the downside. The Fed continues to be data dependent which makes their decisions
reactive, rather than proactive/strategic. Making decisions based upon lagging economic data makes it
extremely difficult for them to not be behind the curve in setting monetary policy. When you add to the
mix the potential impact of immigration policy, trade policy, government regulation, energy policy, and
fiscal policy, the range of economic outcomes remains very uncertain.
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Outlook and Portfolio Strategy

«» As we enter the fourth quarter, two potential risks to the financial markets that we are keeping an eye
on are how the Supreme Court rules on the legality of the President’s use of tariffs and the Presidential
Administration’s case against Fed Board Governor Lisa Cook. If the President’s use of tariffs this year is
ruled to be unconstitutional, there would be demand for refunds in the tens of billions of dollars that have
already been paid to the Treasury. Fed independence would be called into question if the President were
allowed to terminate a Board Governor. We will keep clients informed of our thinking as events unfold.

% With the Dow, S&P 500, and NASDAQ having made new all-time highs during the third quarter and
valuations at the highest levels since the dot-com era, Chair Powell recently noted that stocks appear to be
“fairly highly valued.” Nevertheless, here’s a few reasons why we believe the bull market in U.S. Large
Cap stocks can continue: The Fed cut rates in September for the first time since December 2024. They
forecast two more (0.25%) rate cuts this year and one cut in 2026 and 2027. Lowering borrowing costs
should help improve corporate earnings across all sectors. This rally is being led by earnings. S&P 500
forward earnings (a company's projected future profits used to estimate future performance and value) is
expected to hit $304.12 per share by the end of this year. The current forward P/E of the S&P 500 is
around 22.0. Multiplying that valuation multiple by the $304.12 forward earnings estimate for year-end
puts the S&P 500 at 6690 — it currently sits at 6495. Forward earnings is equal to forward revenues times
the forward profit margin. Weekly forward revenues continue to rise in record high territory, as does
quarterly revenues. Recently, the weekly forward profit margin of the S&P 500 rose to a record high of
13.9%. There is no sign that rising tariff costs and labor shortages are squeezing profit margins.
Therefore, productivity growth must be strong. Stock market breadth and momentum are strong. The
S&P 500 is trading above its 50 day and 200 day moving averages, while the Relative Strength Index is
59.6%. Readings in the high 50s suggests momentum remains healthy but not overextended.

«» Asset allocation is the biggest determinant of success in long-term investing. Our investment process
focuses on historical risk, return, and correlation of asset classes, as well as forward looking secular (long-
term) forces at work. Currently, secular forces in the global economy favor a core position in U.S. Large
Cap stocks with an overweight to growth stocks. For other core risk asset classes including U.S. Mid Cap,
International Developed, and Emerging Market stocks, we continue to be equal-weight to their strategic
targets. Risk diversifying asset classes that have unique characteristics that lend themselves better to
purely tactical additions, such as Small Cap stocks, Real Estate (REITs), High Yield Debt, and Preferred
stocks will be utilized at times. We also include less-correlated broad asset classes to improve
diversification and manage lower volatility, such as U.S. Fixed Income (bonds), Gold, and Cash.

Historically, 90% of bond returns come from coupon income. Therefore, having a core yield advantage
is essential. Secular forces in the U.S. will favor a primary allocation to U.S. Corporate bonds and
cyclical factors will make it so that investors would benefit from an equal-weight in Government bonds
for liquidity. Mortgage-Backed Securities are utilized as a purely tactical addition based upon our view of
future interest rates. Municipal bonds continue to remain a good defensive asset given their low credit risk
and favorable tax treatment. Investors currently enjoy their attractive yields and solid credit fundamentals.
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Total Rate of Return Performance as of 9/30/2025

Stock Indices
MSCI AC World Daily TR N

Asset Class
Global Equities

QTD Return
7.62%

YTD Return
18.44%

—
DT INVESTMENT PARTNERS

1 Year Return
17.27%

DOW JONES INDUS. AVG

U.S. Large Cap Equities

5.67%

10.47%

11.50%

NASDAQ COMPOSITE

U.S. Large Cap Equities

11.43%

17.96%

2547%

S&P 500 INDEX

U.S. Large Cap Equities

8.11%

14.81%

17.56%

RUSSELL 1000 GROWTH INDX

U.S. Large Cap Growth Equities

10.51%

17.23%

25.52%

RUSSELL 1000 VALUE INDEX

U.S. Large Cap Value Equities

531%

11.63%

9.40%

S&P 400 MIDCAP INDEX

U.S. Mid Cap Equities

5.55%

5.75%

6.10%

S&P 600 SMALLCAP INDEX

U.S. Small Cap Equities

9.11%

4.22%

3.61%

MSCI EAFE

International Developed Market Equities

4.87%

25.83%

15.69%

MSCI EM

Emerging Market Equities

10.92%

28.17%

18.12%

DJUSslct REIT TR
S&P 500 Sector Indices
S&P 500 ENERGY INDEX

Real Estate
S&P 500 Stock Sectors
U.S. Large Cap Equities - Energy

5.09%
QTD Return
6.21%

4.50%
YID Return
7.04%

-1.70%
1 Year Return
4.43%

S&P 500 HEALTH CARE IDX

U.S. Large Cap Equities - Health Care

3.76%

2.61%

-1.95%

S&P 500 CONS DISCRET IDX

U.S. Large Cap Equities - Consumer Discretionary

9.54%

5.30%

20.31%

S&P 500 CONS STAPLES IDX

U.S. Large Cap Equities - Consumer Staples

-2.36%

3.89%

0.51%

S&P 500 INFO TECH INDEX

U.S. Large Cap Equities - Information Technology

13.19%

22.31%

28.22%

S&P 500 UTILITIES INDEX

U.S. Large Cap Equities - Utilities

1.57%

17.69%

11.20%

S&P 500 INDUSTRIALS IDX

U.S. Large Cap Equities - Industrials

4.91%

18.25%

15.40%

S&P 500 COMM SVC

U.S. Large Cap Equities - Communication Services

12.04%

24.51%

35.55%

S&P 500 MATERIALS INDEX

U.S. Large Cap Equities - Materials

3.10%

9.32%

-4.27%

S&P 500 FINANCIALS INDEX

U.S. Large Cap Equities - Financials

3.22%

12.70%

20.66%

S&P 500 REAL ESTATE IDX

Commodity ETF/Index
ISHARES GOLD TRUST

U.S. Large Cap Equities - Real Estate
Type of Commodities
Gold

2.59%
QTD Return
16.69%

6.19%

46.98%

-2.24%
1 Year Return
46.42%

S&P GSCI Tot Return Indx
Bond ETFs/Index
ISHARES CORE U.S. AGGREGATE

Broad Commodities
Fixed Income Sectors
Core Bonds

4.07%
QTD Return

6.09%
YTD Return

10.13%

1 Year Return

ISHARES INTERMEDIATE GOVERNM

Intermediate Government & Corporate Bonds

SPDR PORTFOLIO HIGH YIELD BO

High Yield Debt

ISHARES 3-7 YEAR TREASURY BO

U.S. Treasuries

ISHARES MBS ETF

Mortgage-Backed Securities

ISHARES 5-10Y INV GRADE CORP

Corporate Debt

ISHARES NATIONAL MUNIBOND E

Municipal Debt

SPDR BLOOMBERG 1-3 MONTH T-B

Cash
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Total Rate of Return Sources on page 3: MSCI, Standard & Poor’s, Dow Jones, NASDAQ, Russell, & Blackrock IShares.
Investors cannot invest in a market index directly; the performance of an index does not represent any actual transactions
and its performance does not reflect the deduction of any fees or expenses associated with actual investing. Market
performance information is included on this slide solely to demonstrate the potential benefits historically associated with
long-term investing in a portfolio of well-diversified asset classes and does not represent or suggest results DT Investment
Partners would or may have achieved when managing client portfolios

The DT Investment Partners’ Commentary and Outlook discusses general developments, financial events in the news and
broad investment principles. It is provided for information purposes only. The material represents an assessment of the
market environment at a specific point in time and is not intended to be a forecast of future events, or a guarantee of future
results. Investments in various asset classes entail different investment risks. For example, small cap stocks tend to be more
volatile than large or mid-cap stocks. International and emerging markets stocks have exposure to currency fluctuations,
foreign taxes, political instability and the possibility for illiquid markets. Fixed income investments involve interest rate and
credit risks among others. Real estate investing includes risks such as declines in value of real estate, changing economic
conditions, tax laws or property taxes. Commodities’ investing is highly volatile and subject to changing economic
conditions and the vagaries of speculators among other risks. One cannot invest directly in an index. Past performance
does not guarantee future results.
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