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Despite a flurry of events during the month that would normally act as

a market headwind (Middle East bombings, a hawkish Fed meeting,
accelerating inflation, congressional bickering, tariff turmoil), investors
seemed willing to ignore the “noise” and “buy the dip,” sending the S&P
500 Index up 5.09% in June and to a new record high along the way.

It took just 89 trading days for the S&P to surpass its prior record, the
quickest recovery on record that included drawdowns of at least 15%.
Bonds also regained their footing after a May loss, with the Bloomberg
U.S. Aggregate Bond Index (the Agg) advancing by 1.54% for the month.

For the quarter the S&P 500 Index returned 10.94%, its best quarterly
return since Q4 2023, while the Agg posted a more modest gain of 1.21%.

Year to date, the S&P 500 has rebounded from its Q1 loss of 4.28%
to a gain of 6.20%, and the Bloomberg U.S. Aggregate Bond Index has
returned 4.02%.
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“Big Tech” led the way in June and for the quarter

The Information Technology and Communication Services sectors led for a second month in a row with an average
return of 8.53% between them and were responsible for 75% of the S&P’s total monthly return. Only one sector posted
aloss for the month, Consumer Staples, with the biggest drags to performance coming from Costco (down 4.83%) and
Proctor & Gamble (down 6.22%).

SECTORRETURNS

JUNE Q2 YTD
Information Technology 9.77% Information Technology 23.71% Industrials 12.72%
Communication Services 7.28% Communication Services 18.49% Communication Services 11.14%
Energy 4.85% Industrials 12.94% Utilities 9.41%
Industrials 3.57% Consumer Discretionary 11.52% Financials 9.19%
Financials 3.19% Financials 5.51% Information Technology 8.05%
Materials 2.32% Utilities 4.26% Consumer Staples 6.40%
Consumer Discretionary 2.23% Materials 3.13% Materials 6.03%
Health Care 2.05% Consumer Staples 1.11% Real Estate 3.52%
Utilities 0.31% Real Estate -0.06% Energy 0.77%
Real Estate 0.16% Health Care -1.18% Health Care -1.11%
Consumer Staples -1.89% Energy -8.56% Consumer Discretionary -3.87%

Source: Bloomberg, as of June 30,2025. Past performance does not guarantee future results.

For the quarter, Information Technology and Communication Services also were the leaders with strong performances
from Nvidia (up 46.78%), Microsoft (up 32.75%), and Broadcom (up 65.02%). In Communication Services, the sector was
led by Meta Platforms (up 28.16%), Alphabet (up 13.91%), and Netflix (up 43.60%), when ranked on a contribution-to-return
basis.

Energy was the laggard for the quarter, suffering from an increase in supply that dropped the price of oil from $71.48 a
barrel at the start of the quarter to $65.11 at the end.

Heath Care came under assault from two fronts—favored nation pricing controls and potential tariffs—as the bulk of
medicines used in the United States are produced elsewhere.

Year to date, Industrials were in the top spot, benefiting from the Trump administration’s reshoring efforts and favorable
tax benefits that are part of the “One Big, Beautiful Bill." Communication Services was in second place year to date due to
two stocks, Meta Platforms (up 26.26%) and Netflix (up 50.24%). Combined, the two stocks have accounted for the vast
majority of the sector’s return.

The Consumer Discretionary sector was pulling up the rear on a year-to-date basis with the bulk of the pain coming from
one stock, Tesla, which has fallen by 21.34% given the effect of tariffs and the forthcoming expiration of federal electric
vehicle tax credits.

Growth continued its lead in June

Growth beat value across all three Russell market capitalization ranges (large, mid, small) during the month with an average
outperformance of 158 basis points across the three segments. The Russell 1000 Growth Index once again produced the
biggest margin of outperformance relative to its counterpart, the Russell 1000 Value Index, finishing at 296 basis points,
with 40% of the difference in return coming from of the Information Technology sector alone.

For the quarter, it was a similar story, though magnified, with growth beating value by 11.30% across the three capitalization
ranges. The Russell 1000 Growth Index's relative outperformance versus value was the widest margin since Q1 2020. As
an aside, the 16.3% performance differential between the S&P 500 Growth Index and the S&P 500 Value Index during the
quarter was the largest on record going back to 1995.
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Year to date, the return of the Russell 1000 Value Index
is now neck-and-neck with that of the Russell 1000

STYLERETURNS ACROSS MARKET CAPS

Russell 1000 Value :li:f 33:% 6\_{;02 Growth Inqex after theb "Big Tech" rebound in Q2, though
Russall 1000 Growth 638% . 6.09% one stock in the value index, UnitedHealth Group (down
Russell Mid Cap Value 3.51% 5 35% Py 37.61% YTD) cost the 1000 Value Index almost 1% of
Russell Mid Cap Growth 4.36% 18.20% 9.79% relative performance.

Russell 2000 Value 4.95% 4.97% -3.18% A “risk on” trifecta in June

Russell 2000 Growth 5.89% 11.97% -0.48%

Low-quality, high-beta, and small-size factors all out-
performed their counterparts during the month. For the
quarter “risk on” dominated—except for the size factor,
where the spread was narrower—while year-to-date
performance has remained tilted somewhat to “risk off”

Source: Bloomberg, as of June 30,2025. Past performance does not
guarantee future results. See last page forindex definitions.

RISKFACTORRETURNS

JUNE Q2 YTD given that high quality and large size remain in the lead.
Bl e Jam aar 1s0n Non-U.S. stocks lagged the S&P 500 in local currency
S&P B or Lower 4.65% 8.81%  -0.43% terms during June

Both developed- and emerging-market stocks lagged

32‘5‘500 Lowest Quintile 0.51% -5.13% 3.71% the cap-weighted S&P 500 in June in local currencies,
S&P 500 Highest Quintile 8.87% 27.40% 8.40% though both had better returns in U.S. dollar (USD) terms
Size as the dollar gave ground once gain during the month.
Russell 1000 5.06% 11.11% 6.12% For the quarter, both international benchmarks beat the
Russell 2000 5.44% 8.50% 1.79% S&P 500 in USD terms, while on a year-to-date basis

international stocks maintained a comfortable lead over
the S&P, particularly in USD terms.

The 9.12% loss for the Bloomberg U.S. Dollar Index for
the YTD period is the worst start to a year on record for
the index going back to 2004. The dollar has been hurt
in the first half of the year by a bludgeoning current

Source: BofA, Bloomberg, as of June 30,2025. Past performance does not guar-
antee futureresults. Itis not possible toinvest directlyinanindex. See last page
forindex definitions.

INTERNATIONAL MARKET RETURNS

JUNE Q2 YTD
EAFE account and fiscal deficit and a narrowing of interest
Local Currency 0.22% 5.08% 8.26% rate differentials.
U.S. Dollars 2.22% 12.07% 19.92% .
Looking ahead
Emerging markets . ) .
Local Currency 5.01% 8.19% 1.00% In v.vha.t has begn described as the largest B-2 opgratlonal
U.S. Dollars 61a% 12900 15.57% strikein U.S. h|storyf on June 21 seven B”—2 Spirit
bombers were used in a mission (dubbed “Operation
Currencies i " o )
Bloomberg U.S. Dollar Index (DXY)  -2.12% -6.60% -9.12% Midnight Hammer”) to attack three nuclear sites in Iran:
MSCIEM Currency Index 1.56% 5.34% 717% Fordow, Natanz, and Esfahan. The mission involved a
United States 37-hour nonstop flight from Whiteman Air Force Base
S&P 500 Index 5.09% 10.94% 6.20% in Missouri, requiring multiple in-flight refuelings. How
S&P 500 Equal Weight Index 3.43% 5.46% 4.82% successful the mission was is still being determined;

Source: MSCI, Bloomberg, as of June 30,2025. International markets are
represented by MSCl indexes. Past performance does not guarantee future
results. Itis not possible toinvest directly in anindex. See last page forindex
definitions.

while it is known that severe damage was inflicted on

the sites, whether they were “obliterated,” as President
Trump stated, remains an open question and will impact
how quickly the Iranians can restore their uranium
enrichment program. Notably, the U.S. airstrike followed
a surgical Israeli attack that began on June 13 and
killed several top Iranian military leaders and prominent
nuclear scientists.
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For now, a tenuous truce is in place between the allied United States and Israel on one side and the Iranian government
on the other. How long the truce will hold is unknown, but with Israel continuing in its effort to root out Iranian-backed
Hamas in the Gaza Strip, a flair-up in this geopolitical tinderbox could happen at almost any time.

The stock market for its part treated the incident as almost a non-event, especially when compared to the U.S. invasion
of Iraq during “Operation Desert Storm.”

S &P 500: OPERATION DESERT STORM VS. OPERATION MIDNIGHT HAMMER

105 . Operation Midnight Hammer
6/12/25 - 6/30/25 Operation Desert Storm
7/12/90 - 2/28/91

S&P 500 indexed to 100

80
7/12/90 2/28/91

6/12/25 6/30/25

Source: Bloomberg, Boston Partners, as of June 30,2025. Past performance does not guarantee future results. You cannot invest directly in an index.

Meanwhile, back on U.S. soil, investors are left to ponder how President Trump'’s “One Big, Beautiful Bill" will unfold
considering that as of this writing it has been passed in the Senate and sent back to the House of Representatives for

afinal vote.

Inits current form (which may not be final) the bill is projected to increase the primary deficit by $2.4 trillion over the
next 10 years according to estimates from the Congressional Budget Office (CBO) and the Joint Committee on Taxation
(JCT). The current guesstimate of what tariffs will bring in over the next 10 years is $1.6 trillion, though that figure is
highly dependent on what transpires after the moratorium on tariffs expires on July 9 and to what extent retaliation by
countries and consumers will affect the tariff tally.

As for the macroeconomic effect that tariffs will have on the United States in 2025 and 2026, the message is pretty
consistent between the IMF, the OECD, and the World Bank.
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UNITED STATES 2025/2026 FORECASTS

GDP forecasts (%) Inflation forecasts (%)
2.7
2.4
1.8
1.7

OECD World Bank OECD World Bank

M 2025 Pre-Tariffs 1 2025 Post-Tariffs H 2026 Post-Tariffs

Source: International Monetary Fund (IMF), Organisation for Economic Co-operation and Development (OECD), and World Bank, respectively, as of June 30, 2025.

The takeaway: lower GDP growth and higher inflation, i.e., stagflation. This dovetails with what the Federal Reserve
concluded at its June 18 meeting in their Summary of Economic Projections.

AHINT OF STAGFLATION

Il 2025 GDP growth I 2025 inflation (Core PCE)

o 3.1%
-

March FOMC Meeting June FOMC Meeting

Source: Federal Reserve Board Summary of Economic Projections, as of June 30, 2025. See last page for definitions.

Those prediction in turn led to a more hawkish stance from the voting members of the Federal Open Market Committee
(FOMC) regarding their rate cut intentions for 2025.



Mullaney onthe Markets | War or Peace © BostonPartners

FOMC RATE CUT EXPECTATIONS HAVEBECOME MORE HAWKISH

B March FOMC meeting H June FOMC meeting
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Source: Federal Reserve Board Summary of Economic Projections, as of June 30, 2025. The Summary of Economic Projections is a quarterly release from
the FOCM that highlights each board member’s forecast regarding near- to mid-term economic growth, unemployment, inflation, and monetary policy. The
summaryis frequently consulted as abarometer for gauging the board’s expectations about pending interest rate changes.

The Fed's cautiousness seems well founded given that the Core Personal Consumption Price Index (the Fed's favored
inflation benchmark) increased to 2.7% in May on a year-over-year basis from 2.5% in April and remains well above the Fed's

2.0% target.

Abright spot for the S&P 500 has been earnings growth with the Tst quarter (reported during Q2), coming in at +13.3%
versus a +7.2% estimate entering the period. While Q2 earnings growth for the S&P is expected to drop to +5.0%, over 75%
of companies that have reported so far have continued to beat expectations. The earnings surprise for the S&P 500 since
2011 has averaged around 6%, S0 a number in excess of 5% for Q2 earnings is expected.

S&P SECTOREARNINGS GROWTH
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Source: Bloomberg, as of June 27,2025. Past performance does not guarantee future results. It is not possible to invest directly inan index.

While the S&P has momentum on its side, a note of caution is also warranted as the VIX Index of implied volatility
(also known as the “fear index”) had fallen back to 16.7 at month's end, a level that invokes a sense of complacency,
while the forward P/E multiple of the index has risen 22.09x, a level last seen on February 20, the day after the prior

stock market peak.
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Terms and definitions

Betais a measure of a portfolio’s market risk relative to its benchmark. In general, a beta higher than 1.00 indicates a more volatile portfolio and beta lower than
1.00indicates a less volatile portfolio in relation to its benchmark. The Bloomberg U.S. Aggregate Bond Index tracks the performance of intermediate-term
investment-grade bonds traded in the United States. The Bloomberg U.S. Dollar Index (DXY) is used to measure the value of the dollar against a basket of
six foreign currencies. The value of the index is a fair indication of the dollar’s value in global markets. The Federal Open Market Committee (FOMC) is a
rotating group of 12 members of the Federal Reserve system tasked with setting and implementing monetary policy. Forward P/E is a ratio that compares the
current share price of acompany to its estimated earnings per share over the next 12 months. The MSCI Emerging Markets (EM) Currency Index tracks the
performance of emerging market currencies relative to the U.S. dollar where the weight of each currency is equal to its country weight in the MSCI Emerging
Markets Index. The MSCI EAFE Index tracks the performance of large- and mid-cap equities traded across global developed markets, excluding the United
States and Canada. The MSCI Emerging Markets Index tracks the performance of large- and mid-cap equities traded in global emerging markets. Personal
Consumption Expenditures (PCE) are a measure of inflation tracked by the U.S. Bureau of Economic Analysis and measures the prices paid by consumers for
goods and services; the “core” variety excludes food and energy prices. The Russell 1000 Index tracks the performance of the 1,000 largest companies traded
in the United States. The Russell 2000 Index tracks the performance of the 2,000 smallest companies traded in the United States. The Russell 1000 Growth
and Value Indexes track the performance of those large-cap U.S. equities in the Russell 1000 Index with growth and value style characteristics, respectively.
The Russell 2000 Growth and Value Indexes track the performance of those small-cap U.S. equities in the Russell 2000 Index with growth and value style
characteristics, respectively. The Russell Midcap Growth and Value Indexes track the performance of those mid-cap U.S. companies in the Russell 1000
Index with growth and value style characteristics, respectively. The S&P 500 Index tracks the performance of the 500 largest companies traded in the United
States. The S&P 500 Equal Weight Index also tracks the performance of the 500 largest companies traded in the United States, but weights each company
equally, rather than proportionally according to market cap. S&P credit ratings, which range from AAA (highest) to D (default), are assigned by S&P Global to
individual companies to indicate their relative creditworthiness. The VIX, or CBOE Volatility Index, tracks expectations for future volatility of the stock market
based on the prices of underlying S&P 500 Index options. It is not possible to invest directly in an index.

Market capitalization breakpoints

The breakpoints for capitalization ranges should be viewed only as guideposts and will change over time. In general, FTSE Russell (which maintains a number
of stock-market indexes based on company size) considers small-cap stocks to have market caps of between $150 million and $7 billion, mid caps to have
market caps between $7 billion and $150 billion, and large caps to be those companies with market caps above $150 billion.
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