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Key Takeaways:

o U.S.economyremained resilient in 2025 despite headwinds.
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» Inflation and labor market cracks proving difficult for Federal Reserve.

e International equities outperform U.S. equities.
e Global bonds higher for the third straight year.
o Precious metals drive broad commodity performance.

Annual Review of 2025

The U.S. economy powered through
the variety of headwinds that it was
handed in 2025. Despite the longest
government shutdown on record,
muted job creation and a massive
overhaul of global trade, the U.S.
economy delivered ~4% growth in the
second and third quarter and is on
pace to grow at least 2.0% for the
year. Global equities rallied on the
surprisingly strong economic growth,
the euphoria over artificial
intelligence and central banks cutting
interest rates. A global easing policy
helped bonds post their third
consecutive year of gains. However, it
was precious metals that were the
major winner in 2025 with gold prices
making more than 50 fresh record
highs for the year. This week, we offer
a review of 2025 from an economic
and asset class perspective.

e Muted job creation in 2025: The
U.S. economy is on pace to add the
least amount of jobs since 2020
and the unemployment rate is at a
five year high.

e |nflation stubborn: Core inflation
as measured by PCE core is
growing 2.8% (YoY). Service prices
are leading price increases,
specifically from the energy sector.
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e Resiliant consumer spending:
Consumer spending was strong in
2025 despite real disposable
income that is only growing 1.5%
(YoY) (the slowest since 2022).

® Housing bottom? Existing home
sales steadily rose in 2H25 as the
mortgage rate fell ~80 bps.
Homebuilder sentiment and
prospective buyers’ traffic also
improved in 2H25.

Global Equities - Strong year for
global equities: The MSCI AC World
Index posted its third consecutive
year of double digit gains, the longest
streak since 2019-2021.

e |nternational outperforms U.S.:
The MSCI EAFE and MSCI EM
indices outperformed U.S. equities
(as tracked by the S&P 500) for the
first time since 2017.

o Emerging markets lead: The MSCI
EM Index was led higher by strong
equity returns in Brazil, Mexico,
South Korea, and Taiwan as tariff
tensions eased in 2H25.

e U.S. returns broaden but tech
still leads: The Nasdaq was the
best performing U.S. Index in 2025.
However, we saw the rally broaden

in 2H25 with small and midcap
stocks outperforming large cap.

Fixed Income - Bonds higher for
third straight year: The Bloomberg
Aggregate Index was higher for the
third straight year, supported by
accomodative monetary policy.

EM Debt outperforms: EM debt (in
USD) led global fixed income
supported by the desire for yield
and better sentiment around
emerging markets.

U.S. credit outperforms
Treasuries: Both high yield and
investment grade credit
outperformed Treasuries for the
third consecutive year. This has not
happened since 1995-1997.

Commodities - Precious metals
shine: The Bloomberg Commodity
Index was higher as gains in precious
metals overshadowed large declines
in oil, cocoa and wheat.

Precious metals surge: Gold
prices rose by the most since 1979
but silver prices rose over 100%. A
weak dollar, economic uncertainty,
easing central banks, a fear of
missing out and tariff uncertainty
all led the metals higher.
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Weekly Economic Recap -
Fed Minutes Highlight Deep Committee
Divisions

Pending home sales in the U.S. climbed for
the fourth consecutive month and more than
expected in November amid price
improvement and falling mortgage rates. An
index of contract signings increased by 3.3%
to the highest level since February 2023 (79.2).
All regions reported increased signings during
the period.

Home prices increased in the U.S. in October
as tracked by the S&P Cotality Case-Shiller
Index. The largest price increases for the
month came from San Francisco, Phoenix,
Chicago, and San Diego. Prices declined in
Boston, Denver, Tampa and Charlotte.

The Federal Reserve released the minutes
from their December meeting which showed a
largely divided Fed as it relates to the future of
interest rates. The division among committee
members was evident as some officials who
supported lowering rates indicated “they
could have supported keeping the target rate
unchanged.” Policymakers noted that new
economic data (which had been delayed given
the U.S. Government shutdown) could be
helpful in determining the appropriate path
forward.
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Key Takeaways:

° Pending sales of homes in the U.S. increase.

° Home prices continue to increase.

° Fed meeting minutes highlight committee divisions.

° Emerging markets lead global equity performance.

° Bond yields diverge after release of Fed meeting minutes.
° Commodities lower driven by precious metal weakness.

Weekly Market Recap -
Global Equities Lower but Emerging Markets Higher

Equities: The MSCI AC World Index was slightly lower to start 2026 led by
waekness in the U.S. markets. U.S. averages were lower during the
holiday-shortened trading week amid large-cap tech weakness. The tech-
heavy Nasdaq was the weakest performing average during the week,
falling for the second time in four weeks. Emerging markets led global
performance with strong performance from South Korea and Taiwan.

Fixed Income: The Bloomberg Aggregate Index was lower for the first time
in three weeks. Bond yields diverged with shorter-dated treasuries (2YR)
falling marginally and longer-dated treasuries (10YR) rising. Yields were
mixed after the Fed released their December meeting minutes which
highlighted deep divisions among policymakers surrounding the future of
interest rate policy.

Commodities/FX: The Bloomberg Commodity Index was lower for the third
time in four weeks. Energy prices weighed on the broad index, led by
natural gas prices on warmer weather expectations. Precious metals were
also lower as investors took profits after record highs in 2025.

Double-Digit Return for S&P 500 for Third Straight Year
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Footnotes: Data is as of December 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Global Equities Mixed in Start to 2026

Dow Jones MSCI AC
industrial 48,382 -0.7%  2.0%  45%  161%  0.7% World 1020  -03% 17% = 32%  231%  05%
Average (USD)
S&P 500 6,858  -1.0% 05%  24%  18.4%  0.2% Ms(ﬁ's%z‘FE 2910  06%  38%  47%  32.1%  0.6%
Russell i MSCI
1000 4752 -1.8% -09% 02% 184%  -0.3% [e Europe ex 3287  11%  47%  50%  368%  0.8%
2 Growth 3 UK (USD)
= i
= Russell T MSCI Japan
o - 0, 0, 0, 0, 0, N () 0, 0 0 0y
g e | 2089 01%  23%  45%  171%  0.9% g so) 4,805 05%  1.6% = 46%  247%  0.1%
2
Russell 4359 -07% 25% 27%  135%  14% [N M("‘[‘JCS'DL;K 1596 0.9%  49%  6.9%  36.0%  0.6%
=
Russell 2508 1.0% 19%  23%  13.9%  1.1% MSCI EM 1429  23%  43% @ 49%  364%  1.8%
2000 (USD)
MSCI Asia
Nasdag 23236  -15% -0.7% 19%  213%  0.0% ex Japan 932 26%  42%  42%  35.7%  2.0%
(USD)

Current .
Yield Current
us Bloomberg
Aggrédate 4.4% -0.2% -0.1% 0.5% 7.0% -0.2% Commodity 276 -2.6% -0.4% 5.4% 14.6% -0.1%
Index
u.s. b0 A0 o o 0 Crude Oil o P 5 ED - o
Govt/Credit 4.2% 0.2% 0.1% 0.4% 6.6% 0.2% (USD/bbl) $58.0 2.2% 2.1% 2.9% 16.0% 0.5%
uU.Ss. 10 0
o Year 4.2% -0.4% -05% 0.3% 7.8%  -0.3% £ Gold ($/0z) = $4,3323 -24%  5.4% 13.8%  67.6%  2.4%
Treasury S
= o
<} E
g US TIPS 0, 0, 0, 0, 0, E 0, 0, 0, 0, 0,
= (1-10YR) 3.9% 0.0% -0.1% 0.1% 7.3% -0.1% 8 Copper $569.2 2.8% 10.1% 16.0% 45.5% 4.3%
(]
x
= U.S. High 0 0 0 9 o h 0 0 0 5 [
Yield 6.6% 0.2% 0.6% 1.2% 8.4% 0.0% Wheat $506.5 -2.2% -5.2% -4.6% 15.1% 0.1%
EM Bonds . 0%  05%  22%  110%  0.0% U.S. Dollar 98 07%  -03%  10%  -9.4%  0.4%
Municipal o o o o o o - - - e
Bonds 3.6% 0.1% 0.3% 1.4% 4.1% 0.0% VIX Index 14.5 6.7% 12.5% 12.7% 19.1% 2.9%

Footnotes: Data is as of January 2, 2026.
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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