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Key Takeaways:

e All major asset classes finish higherin 3Q25.
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o Fed cuts rates by 25bps; Weighs downside risks to labor market over stubborn inflation.

e Global equities rally for a second straight quarter.

e Municipal bonds higher for the first time since 4Q24.

o Commodities supported by rally in Softs and Gold.

3Q25 Review - Broad Based Win for Investors

Investors shrugged off the economic
uncertainty, stubborn inflation,
ongoing tariff negotiations and rising
geopolitical risks in 3Q25. Equities,
bonds and commodities all delivered
solid results for investors. The Fed’s
first rate cut this year helped global
equities (i.e. MSCI AC World Index)
end the quarter at a fresh new record
high. Bond investors were aided by
falling yields (prices higher) as central
bank officials suggested two more
rate cuts this year. In addition, the
Bloomberg Commodity Index rose as
falling yields and economic
uncertainty drove gold prices to new
highs. This week, we offer a review of
3Q25 from an economic and asset
class perspective.

e Fed cuts interest rates: The
Federal Reserve cut interest rates
by 25bps (to 4.00% - 4.25%) in
September. The committee
highlighted that the downside risks
to employment outweighed
stubborn inflationary trends.

o Inflation proving stubborn:
Headline consumer prices (CPI)
and the Fed’s preferred inflation
gauge, PCE Core, are increasing at
an annualized pace of 2.9%. Both
are above the Fed’s 2% target.
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e Labor market weaker: The U.S.
added 911K fewer jobs in the prior
year than originally reported
according to the Bureau of Labor
Statistics annual revisions.

e Consumer mixed: Consumer
sentiment fell in 3Q amid concerns
over the labor market and inflation.
However, spending continued to
surprise to the upside.

® Housing still struggling: Mortgage
rates dropping to a year to date low
did little to spur the housing
market. Home sales were mixed
and builder sentiment is weak.

Global Equities - Small-caps take
center stage: The MSCI AC World
Index made a fresh record high over
rate cut hopes and trade
negotiations.

e Small caps lead U.S. rally: The
Russell 2000 Index was the best
performing U.S. average. Small-
caps outperformed large-caps by
the most since 3Q24.

e Emerging markets outperform:
The MSCI EM Index outperformed
the MSCI EAFE Index by the most
since 1Q16. China equities led
performance on trade optimism.

Fixed Income - Rate cut optimism:
The Bloomberg Aggregate Index was
higher for the third consecutive

quarter with all major sectors higher.

e Municipals rebound: Municipal
bonds posted their first positive
quarter this year. Rate cuts and
lower supply aided the sector.

® Emerging market bonds rise:
Emerging market bonds (in USD)
rallied on Fed rate cuts and the first
rally in the U.S. Dollar this year.

Commodities - Gold keeps
climbing: The Bloomberg Commodity
Index was higher for the second time
this year led by gold.

e Gold at record highs: Gold prices
notched 35 record highs this year,
15 of them coming during 3Q25.

e Softs higher: Coffee prices were
higher by the most since 4Q23
amid weather factors in Brazil.

e Energy falls: Energy prices were
dragged lower by supply increases.

e U.S. Dollar finds support: The
U.S. Dollar Index rose for the first
time in 2025 despite Fed rate cuts.
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Weekly Economic Recap -
Consumer Confidence Continues to Decline

Home price gains in the U.S. slowed for a sixth
consecutive month in July according to the
S&P Cotality Case-Shiller Index. The 20-city
composite index fell for the fifth consecutive
month. Of the 20 cities monitored, 15 of them
declined for the month. The price drops were
largestin San Francisco, Seattle and Phoenix.

Consumer confidence, as tracked by the
Conference Board, fell to a five-month low in
September (94.2). The present conditions
gauge fell to the lowest level since September
2024. Consumers are cautious on job
prospects, as the jobs plentiful component
fell to the lowest level since February 2021.

Job openings as tracked by the JOLTS report
were little changed in August. Available
positions increased marginally to 7.23 million,
from 7.21 million in July. The hiring rate fell to
the lowest level since June 2024 (3.2%) and
the quits rate (i.e., those who leave their jobs
voluntarily) fell to the lowest level since
December 2024 (1.9%).

Manufacturing activity in the U.S. remained in
contraction territory for the seventh straight
month (a reading below 50) according to the
ISM Manufacturing Index. The new orders
gauge fell into contraction territory, a month
after its first expansion since January. The
prices paid gauge fell for the third straight
month, the longest stretch since 2022.

Activity in the services sector dipped in
September according to the ISM Services
Index and is dangerously close to contraction
territory (a level below 50). New orders led the
weakness while employment continues to
contract. The prices paid component jumped
which suggests inflation is still a concern.
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Key Takeaways:

° Home prices moderating.

° Consumer confidence falls.

° Labor market offers mixed signals.

° Global equities unaffected by U.S. government shutdown.
° Bond yields fall as investors weigh economic data.

° Copper prices surge on global supply disruptions.

Weekly Market Recap -

Global Equities Shake Off Concerns of U.S. Government Shutdown

Equities: The MSCI AC World Index was higher for the fourth time in the last
five weeks as investors were unfazed by the U.S. government shutdown,
which began last Thursday. All major U.S. equity averages were higher with
growth outperforming value. Small-caps outperformed large-caps as
investors weighed the Fed’s likelihood to cut rates further this year.
European stocks, as tracked by the Stoxx 600 Index, rallied to record highs
driven by technology stocks and the prospect for Fed rate cuts.

Fixed Income: The Bloomberg Aggregate Index was higher for the first time
in three weeks as investors weighed economic data, which drove bond
yields lower (bond prices higher). All sectors generated positive returns.
Municipals were higher for the fifth time in six weeks supported by light
new issuance and strong demand.

Commodities/FX: The Bloomberg Commodity Index was higher for the
second straight week. Copper prices were higher by the most since
February amid global supply concerns after a mudslide hit the world’s
second-largest copper mine in Indonesia. Gold prices were higher for the
seventh straight week amid concerns over the economic impact of a
longer-than-expected U.S. government shutdown.
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Footnotes: Data is as of September 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Markets Fall on Cautious Fed Commentary
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Footnotes: Data is as of October 3, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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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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