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Key Takeaways:

e |nflation showing some signs of easing.

o Consumers slow their pace of spending.
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e Global equities rally as investors flock to beaten down growth trade.

e Bondyields move higher on Moody’s downgrade and heightened uncertainty.

o Commodities fall for second straight month.

April Showers Brought (Some) May Flowers — May 2025 Review

The storms of April came and went as
May offered equity investors a
reprieve from the painful volatility
seen the prior month. Global equity
markets were higher as tariff-related
negotiations accelerated. However,
bond markets experienced increased
volatility after Moody’s downgraded
the U.S. credit rating and the House
passed a fiscal spending package
that threatens to worsen the budget
deficit. This week we offer a review of
the month of May from an economic
and asset class perspective.

o Inflation showing signs of
cooling: The Fed’s preferred
inflation gauge, PCE Core,
increased at its slowest annualized
pace in nearly four years (2.5%)
last month and the headline
Consumer Price Index increased at
its slowest pace since 2021 (2.3%).

e Fed to remain cautious: The
Federal Reserve kept interest rates
unchanged in May (4.25% - 4.50%)
amid elevated risks to inflation and
stated that a “cautious approach”
to policy is necessary. The
uncertainty around tariffs has the
Fedin a “wait and see” mode.
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e Sentiment weakening: Optimism
among small business owners fell
to its lowest level since October as
tracked by the NFIB. Consumer
expectations about the future
health of the economy as
measured by the University of
Michigan Index fell to the lowest
level since 1980.

e Consumers slow pace of
spending: Inflation-adjusted
personal spending increased only
0.1% last month, slower than the
0.7% increase the prior month.

Global Equities : The MSCI AC World
Index was higher by the most since
November 2023.

e U.S. leads global performance:
U.S. equities outperformed the
other developed markets as the
S&P 500 was higher than the MSCI
EAFE Index for the first time since
November 2024.

e Growth back in the spotlight: All
“Magnificent 7” components were
higher in May, and the Russell 1000
Growth Index outperformed its
Value counterpart by the most
since December 2024.

Fixed Income - Bond yields rise: The
Bloomberg Aggregate Index was
lower for the first time this year as
government spending plans and a
rating downgrade sent long-term
yields higher.

e Moody’s downgrade U.S. debt: A
U.S. credit rating downgrade sent
long term bond yields sharply
higherin May. The 10YR and 30YR
bond yield rose ~25bps for the
month.

® Riskier fixed income sectors
outperform: High yield corporate
bond prices were higher for the
second straight month and by the
most since September 2024 as risk
appetite was strong.

Commodities — Grains lower on
weather forecasts: The Bloomberg
Commodity Index was lower for the
second straight month as weakness
in soft commodities (e.g. coffee) and
grains overshadowed the rally in oil.

e Grains underperform: Grains,
such as corn and wheat, were
lower in May amid trade dynamics
and better supply than expected.
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Weekly Economic Recap -
Inflation Eases Further but Fed to Remain
Cautious

Home prices were higher in March according
to the S&P Case-Shiller Index, but eased from
the prior month. Prices in Cleveland, Seattle,
and New York led the gains for the month. The
only cities monitored that experienced price
declines for the month were Miami and
Tampa.

Pending home sales fell at the fastest monthly
pace since September 2022 (-6.3%). The share
of homes sold that were canceled in the three
months through Aprilincreased to 7%, the
highest since January 2024.

U.S. consumer confidence increased at its
fastest monthly pace (+12.3 pts) in four years
as optimism broadly improved. The six-month
expectations gauge increased by the most
since 2011. A larger share of consumers plan
to buy large-ticket items, including cars,
homes, and major appliances as well.

The Federal Reserve released their May
meeting minutes which stated, "participants
agreed that uncertainty about the economic
outlook had increased further... appropriate to
take a cautious approach." Members marked
down their expectations for economic growth
in 2025 and 2026 and "almost all" participants
noted the risk inflation could prove more
persistent than expected.

The U.S. economy contracted less than
orignally expected in 1Q25 (-0.2% vs. -0.3%)
supported by stronger business investment
and a greater accumulation of inventories.
Consumer spending increased 1.2% (down
from 1.8%), its slowest pace in nearly two
years. Net exports subtracted nearly 5
percentage points from the GDP number, the
largest on record.

The Fed’s preferred inflation gauge, PCE Core,
increased at the slowest annualized pace in
four years (2.5%).
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Key Takeaways:

° Consumer confidence surges amid trade optimism.

° Fed remains uncertain about economic outlook.

° Fed’s preferred inflation gauge continues to moderate.
° Global equities higher despite trade uncertainty.

° Yields fall as investors digest economic data.

° Crude oil falls on production increase from OPEC+.

Weekly Market Recap -
Global Equities Climb; Yields Fall Amid Busy Week of Data

Equities: The MSCI AC World Index was higher for the second time in the
last three weeks. Markets faced volitility, however, as trade uncertainty
remained heightened. Major averages in the U.S. were higher for the week
but finished off their best levels. Rate sensitive areas led performance,
specifically growth/tech; the Nasdaq was the best performing index.
European markets were higher after President Trump announced he would
give the EU more time to negotiate before 50% tariffs took effect.

Fixed Income: The Bloomberg Aggregate Index was higher for the first time
in five weeks. Investors parsed through the latest Fed minutes and
digested a better-than-expected seven-year note auction. Bond yields
finished the week generally lower and all sectors of fixed income were
higher as a result.

Commodities/FX: The Bloomberg Commodity Index was lower for the
second time in three weeks. Crude oil prices were lower for the second
straight week as OPEC+ producers announced plans to increase
production. Gold prices were relatively flat as consumer confidence
improved and inflation showed signs of easing.

Inflation Increases at Slowest Pace in Four Years
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Footnotes: Data is as of May 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Equities Rally on Trade Negotiations
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Footnotes: Data is as of May 30, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

I Peter McGratty | Director

pmcgratty@ria.plus VERDENCE /R|A+

Past performance is not indicative of future returns.



- 4 Weekly Investment Insights

Disclaimer:

© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

Verdence relies heavily on unaudited third-party data. Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings,
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading. No implication shall be created that the
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement
of any material or statements made. Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater. Where shown,
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager. We have no insight into the performance of the
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate. Therefore, the performance could be incorrect, overstated
or not reflective of actual trading of client funds. There is the potential that the performance shown is a back test and not the result of real investment advice and trading. As such, it
could not be relied upon as indicative of future returns of a particular strategy. Where performance shown is that of a pooled account, limited partnership or private equity fund, you
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in. As a result pricing and valuation of the
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon. Before
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client. You should read, as
applicable, the Prospectus, SAl, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to invest in these
products. Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its
respective representatives to provide any advisory services described on the Site.
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