Zinnacle

ASSET MANAGEMENT

Monthly Client Update | March 1, 2025

The Market Navigates Economic and Policy Uncertainty in February

James R. Hare
EVP, Managing Director
Wealth Manager, RJFS

Joseph L. Martinez
SVP, Managing Director
Private Wealth Advisor, RJFS

Angela Turner
Relationship Manager, RJFS

Lucy Chism
Relationship Manager, RJFS

Monthly Market Summary

=  The S&P 500 Index returned -1.3%, outperforming the Russell 2000 Index’s -5.2%
return. Six of the eleven S&P 500 sectors traded higher, led by defensive sectors.

= Bonds traded higher, with the U.S. Bond Aggregate delivering a +2.2% total return.
Corporate investment-grade bonds produced a +2.4% total return as Treasury yields
declined, outperforming corporate high-yield’s +1.0% total return.

= |International stocks traded higher and outperformed the S&P 500. Developed
Markets gained +3.0%, led by Europe, while Emerging Markets returned +1.1%.

Stocks and Bonds Move in Opposite Directions Amid Market Rotation

Stocks traded lower in a late-month sell-off as sentiment weakened. The S&P 500’s
decline erased most of its post-election gains, which had been driven by expectations for
stronger growth and deregulation under the new administration. Smaller companies
underperformed, with the Russell 2000 ending the month more than -10% below its late
November peak. Beneath the surface, the January market rotation continued as last
year’s outperformers lagged. The Magnificent 7, a group of mega-cap tech stocks that
drove most of 2024’s gains, fell by -8% and dragged down the Nasdag 100, the Large Cap
Growth factor, and the S&P 500. In contrast, defensive sectors and international stocks
traded higher, while gold set a new all-time high. In the bond market, Treasury yields
declined, with the 10-year vyield falling to its lowest level since early December. The
decline in interest rates caused bonds to rise, partially offsetting the stock market sell-off.

Economic Growth Holds Steady, but Market Reacts to High Expectations

The sell-off wasn’t triggered by a single event or data point but by a combination of
interconnected factors. Economic reports underperformed expectations and revealed a
cooling U.S. economy, as the services sector contracted and consumer confidence
deteriorated. The combination signaled slowing consumer demand, a key pillar of
economic growth during recent years. In Washington, policy uncertainty remained high,
with renewed tariff threats against key trading partners and DOGE spending cuts. The
market’s primary concern: imposing tariffs and reducing government spending could slow
economic growth. In the stock market, Nvidia’s highly anticipated earnings report failed
to reignite enthusiasm for Al companies, leading to a broader sell-off in technology stocks.

Market Sentiment Shifts from Growth to Caution in February

Following the election, the market initially focused on the incoming administration’s pro-
growth policies. Expectations for tax cuts, deregulation, and increased energy production
fueled hopes for stronger U.S. economic growth. At the start of the year, investors were
optimistic about a “Goldilocks” scenario—moderate growth, cooling inflation, and lower
interest rates. The optimism propelled stocks to new record highs this year, but with
economic and policy uncertainty building, investor sentiment has become more cautious.
The focus has now shifted from solid earnings growth and a robust labor market to
concerns about slowing economic growth and uncertain government policy.



THIS MONTH IN NUMBERS

FIGURE 1
U.S. Style Returns (February in %)
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FIGURE 3
U.S. Style Returns (YTD in %)

FIGURE 2
U.S. Sector Returns (February in %)
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FIGURE 4
U.S. Sector Returns (YTD in %)
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FIGURE 5
Market Data Center
Stocks 1 month 3 months 6 months YTD 1 year 3 years Dividend Yield NTM P/E P/B
S&P 500 -1.3% -1.1% 6.1% 1.4% 18.3% 40.7% 1.19% 21.2x 4.9x
Dow Jones -1.4% 2.1% 6.2% 3.2% 14.2% 35.1% 1.56% 19.7x 5.4x
Russell 2000 -5.2% -11.0% -1.8% -2.9% 6.6% 9.4% 1.18% 24.2x 1.9x
Russell 1000 Growth -3.6% -0.8% 8.2% -1.7% 19.7% 49.7% 0.47% 27.8x 12.3x
Russell 1000 Value 0.4% -2.2% 4.3% 5.0% 15.5% 26.2% 1.79% 16.9x 2.8x
MSCI EAFE 3.0% 4.6% -0.4% 7.9% 8.8% 20.2% 3.00% 14.5x 1.9x
MSCI EM 1.1% 1.6% 1.3% 3.3% 10.6% -1.1% 2.35% 12.3x 1.8x
NASDAQ 100 2.7% -0.1% 7.0% -0.6% 16.4% 48.7% 0.56% 26.1x 7.8x
Fixed Income Yield 1 month 3 months YTD 1year 3 years Commodities Level 1 month YTD
U.S. Aggregate 4.58% 2.2% 1.0% 2.8% 5.7% -1.7% Oil (WT) 69.76 -3.8% 2.7%
U.S. Corporates 5.13% 2.4% 0.2% 3.0% 6.2% -1.9% Gasoline 2.06 -0.8% 2.5%
Municipal Bonds 3.93% 1.3% 0.0% 1.3% 2.7% 3.0% Natural Gas  3.83 26.0% 23.8%
High Yield Bonds 7.39% 1.0% 1.5% 2.3% 9.7% 11.5% Propane 0.89 2.3% 14.0%
Ethanol 1.53 -5.9% 3.7%

Key Rates 2/28/2025 1/31/2025 11/30/2024 8/31/2024 2/29/2024 2/28/2022 Gold 2,849 0.5% 7.9%
2 yr Treasury 3.98% 4.20% 4.15% 3.92% 4.63% 1.43% Silver 31.50 -2.4% 7.7%
10 yr Treasury 4.19% 4.55% 4.17% 3.92% 4.24% 1.84% Copper 4.51 5.9% 13.3%
30 yr Treasury 4.47% 4.80% 4.36% 4.21% 4.36% 2.19% Steel 912 16.3% 28.6%
30 yr Mortgage 7.00% 7.26% 7.12% 6.80% 7.30% 4.30% Corn 4.70 -2.6% 2.4%
Prime Rate 7.50% 7.50% 7.75% 8.50% 8.50% 3.25% Soybeans 10.09 -2.2% 0.1%

Data Reflects Most Recently Available As of 2/28/2025
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Important Disclosures

Any opinions are those of James R. Hare and not necessarily those of RJFS or Raymond James. The information contained in this report
does not purport to be a complete description of the securities, markets, or developments referred to in this material. There is no
assurance any of the trends mentioned will continue or forecasts will occur. 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. Any
information is not a complete summary or statement of all available data necessary for making an investment decision and does not
constitute a recommendation. Investing involves risk and you may incur a profit or loss regardless of strategy selected. The S&P 500 is
an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock market. Inclusion of these
indexes is for illustrative purposes only.

The information and opinions provided herein are provided as general market commentary only and are subject to change at any time
without notice. This commentary may contain forward-looking statements that are subject to various risks and uncertainties. None of
the events or outcomes mentioned here may come to pass, and actual results may differ materially from those expressed or implied in
these statements. No mention of a particular security, index, or other instrument in this report constitutes a recommendation to buy,
sell, or hold that or any other security, nor does it constitute an opinion on the suitability of any security or index. The report is strictly
an informational publication and has been prepared without regard to the particular investments and circumstances of the recipient.

Past performance does not guarantee future results. The performance information shown herein is based on total returns with
dividends reinvested and does not reflect the deduction of advisory and/or other fees normally incurred in the management of a
portfolio. Stock performance and fundamental data is based on the following instruments: SPDR S&P 500 ETF (SPY), SPDR Dow Jones
ETF (DIA), iShares Russell 2000 ETF (IWM), iShares Russell 1000 Growth ETF (IWF), iShares Russell 1000 Value ETF (IWD), iShares MSCI
EAFE ETF (EFA), iShares MSCI Emerging Markets ETF (EEM), Invesco QQQ Trust (QQQ). Fixed Income performance is based on the
following instruments: iShares Core U.S. Aggregate Bond ETF (AGG), iShares Investment Grade Corporate ETF (LQD), iShares National
Muni Bond ETF (MUB), iShares High Yield Corporate ETF (HYG). Fixed Income yields and key rates are based on the following
instruments: Bloomberg US Aggregate, ICE BofA US Corporate, ICE BofA US Municipal Securities, ICE BofA US High Yield, 2 Year US
Benchmark Bond, 10 Year US Benchmark Bond, 30 Year US Benchmark Bond, 30 Year US Fixed Mortgage Rate, US Prime Rate.
Commodity prices are based on the following instruments: Crude Oil WTI (NYM $/bbl), Gasoline Regular U.S. Gulf Coast ($/gal),
Natural Gas (NYM $/mmbtu), Propane (NYM $/gal), Ethanol (CRB $/gallon), Gold (NYM $/ozt), Silver (NYM $/ozt), Copper NYMEX
($/Ib), U.S. Midwest Domestic Hot-Rolled Coil Steel (NYM S$/st), Corn (CBT $/bu), Soybeans (Chicago $/bu). U.S. Style performance is
based on the following instruments: iShares Russell 1000 Value ETF (IWD), SPDR S&P 500 ETF Trust (SPY), iShares Russell 1000 Growth
ETF (IWF), iShares Russell Mid-Cap Value ETF (IWS), iShares Russell Midcap ETF (IWR), iShares Russell Mid-Cap Growth ETF (IWP),
iShares Russell 2000 Value ETF (IWN), iShares Russell 2000 ETF (IWM), iShares Russell 2000 Growth ETF (IWO). U.S. Sector
performance is based on the following instruments: Consumer Discretionary Sector SPDR ETF (XLY), Consumer Staples Sector SPDR
ETF (XLP), Energy Sector SPDR ETF (XLE), Financial Sector SPDR ETF (XLF), Health Care Sector SPDR ETF (XLV), Industrial Sector SPDR
ETF (XLI), Materials Sector SPDR ETF (XLB), Technology Sector SPDR ETF (XLK), Communication Services Sector SPDR ETF (XLC), Utilities
Sector SPDR ETF (XLU), Real Estate Sector SPDR ETF (XLRE).
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