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ECONOMIC
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The U.S. economy contracted by 0.5% in Q1 2025, a sharper decline than the earlier estimate of 0.2%, largely due to President Trump's trade tariffs
disrupting business activity. A rush to import goods before tariffs took effect caused imports to surge 37.9%, subtracting nearly 4.7% from GDP.
This marks the first economic contraction in three years, following 2.4% growth in Q4 2024. Consumer spending also slowed drastically, growing
just 0.5%, compared to 4% in the previous quarter. A key measure of underlying economic strength—which excludes volatile components like
exports and government spending—rose only 1.9%, down from 2.9% in Q4. Federal government spending fell 4.6%, its largest drop since 2022.
Overall, the data reflects how tariff-driven trade disruptions and consumer anxiety are weighing on U.S. economic activity.

Economic Growth
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U.S. consumer prices rose just 0.1% in May, below the expected 0.2%, as lower gasoline prices (-2.6%) offset rising rents (+0.3%) and food costs
(+0.3%). Despite muted inflation last month, it's expected to accelerate due to the Trump administration’s import tariffs, though their full effect
hasn't hit yet because retailers are still selling pre-tariff inventory. Key drivers included higher costs for shelter and grocery items and lower
prices for eggs, meat, fish, dairy, and nonalcoholic beverages. Over the past 12 months, CPI rose 2.4%, slightly up from April's 2.3%. The core PCE
price index, a key inflation measure watched by the Fed, increased 0.2% in May, pushing the annual core inflation rate to 2.7%, above the Fed's
2% target.

Inflation Outlook
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According to the Conference Board, the U.S. Leading Economic Index (LEI) fell -0.1% In May. Over the past six months, the LEI has fallen -2.7%,
indicating worsening economic momentum and triggering a recession signal, though The Conference Board expects slower growth, not a
recession. Contributing negatively were weak manufacturing orders, rising jobless claims, consumer pessimism, and a drop in housing permits,
partially offset by a rebound in stock prices. The Coincident Economic Index (CEl), which reflects current conditions, rose 0.1% in May, with 1.3%
growth over the last six months. The Lagging Economic Index (LAG) increased 0.4% in May, showing a 0.8% rise over six months. Overall, the
indicators point to slowing but still positive U.S. economic growth.

U.S. Economic Outlook

Leading Economic IndexX (Six-Month Moving Average of the Six-Month Rate of Change)
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The Conference Board Consumer Confidence Index® fell by 5.4 points in June 2025 to 93.0, reversing much of May's gains. Both the Present
Situation Index (current business and labor market views) and Expectations Index (short-term outlook) declined, with the latter dropping to 69 -
well below the 80 threshold that signals recession risk. Consumers grew more pessimistic about future business conditions, employment
prospects, and income, though job availability remains positive despite six months of weakening. Concerns about tariffs, inflation, and high
prices dominated consumer sentiment, though inflation expectations eased slightly. Stock price outlook improved, with 45.6% expecting
increases over the next year. Interest rate concerns grew, with 57% anticipating rate hikes, the highest since October 2023.

Consumer Outlook
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Global manufacturing conditions improved in June. The J.P. Morgan Global Manufacturing PMI rose 2.3 points to 51.3 as both the U.S. and China
climbed to multi-month highs. Forward looking indicators of demand were similarly constructive, with new orders and export orders PMls
recovering 1.1 points and 1.3 points, respectively. The rebound contrasts with the downshift in global goods sector activity we see coming after
output increased earlier this year. While we still have little doubt that a sharp deceleration is in the offing, the June PMI bounce-back suggests
the underlying pace of growth may be holding up through the middle of the year. With the tariff drags still building and some sector tariffs yet
to be implemented, if at all, it remains to be seen how long this resilience will last.

Global Economic Outlook

Manufacturing Purchasing Managers Index(PMI) (APMiI over 50 represents growth in manufacturing)
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AccordingtoFactSet,thebottom-upprice target for the S&P 500 over the next 12 months is 6227. At the sector level, the Health Care (+15.9%),
Energy (+13.5%), and Real Estate (+12.2%) sectors are expected to see the largest price increases. On the other hand, the Financials (+3.2%) and
Industrials (+4.2%) sectors are expected to see the smallest price increases. Overall, there are 12,287 ratings on stocks in the S&P 500. Of these
12,287 ratings, 56.4% are Buy ratings, 38.7% are Hold ratings, and 4.9% are Sell ratings. At the sector level, the Energy (68%), Communication
Services (64%), and Information Technology (64%) sectors have the highest percentages of Buy ratings, while the Consumer Staples (40%)
sector has the lowest percentage of Buy ratings.

Corporate Profitability

S&P 500 Operating Earnings Per Share and Revenue Per Share Growth (v/Y % Change)
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Despite hitting a record median sale price of $396,500, U.S. home prices are lower than the median asking price of $422,238 - a roughly 6%
discount - due to a cooling housing market where sellers outnumber buyers. Key trends include: a) price growth is slowing, up only 1% year-
over-year, compared to ~5% at the start of 2025; b) buyers have more negotiating power, often paying below list price, though affordability
remains challenging due to high overall costs; c) new listings are up 4.4% and total listings up 14.5%, but pending sales are down 1.5%; d) the
median monthly housing payment is near a record high, just $53 below its peak. The ongoing mismatch between supply and demand is
expected to lead to a nationwide decline in home-sale prices by the end of 2025.

Housing Market Outlook
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The U.S. job market remained resilient in June, adding 147,000 jobs, beating expectations of 117,500. The unemployment rate dipped to 4.1%
from 4.2%. Job gains for April and May were revised upward, bringing the three-month average to 150,000 jobs per month. However, signs of
underlying weakness are emerging. Job growth is concentrated, not broad-based as most gains came from health care (+58,600), leisure and
hospitality (+20,000), and state and local government (+80,000). When excluding public sector hiring, the private sector added just 74,000 jobs,
the smallest monthly gain since October 2024. While job growth continues, concerns are rising over the limited spread of hiring across
industries and the uncertain impact of Trump’s tariffs on the broader economy.

Labor Market Outlook

Jobs Gained/Lost (000's) with 12-Month Moving Average Labor Market Slack (000's)
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Treasury yields moved lower in June following the unrest in the Middle East, but it was not a dramatic decline that can often follow geopolitical
events. The rising budget deficit and recent downgrade of U.S. Treasury debt could be balancing out some of the downward pressure on yields.
Shorter-term yields, which are highly sensitive to Fed policy, were relatively flat as the Fed continued to take a “wait and see” approach to lower
rates. Longer-term yields likely declined due to increased demand for safe-haven assets due to rising geopolitical tension and slowing economic
data. Strong fundamentals and attractive yields have supported demand for corporate debt. In the event of an economic slowdown, established
firms with high credit ratings and low refinancing risk may be better positioned.

U.S. Treasury Market
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Global Fixed Income Returns

by Bellwether Index
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Domestic Fixed Income Returns
by Maturity and Credit Quality

Domestic Bond Market - Taxable
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Domestic Fixed Income
Bond Yields

Historical Corporate Bond Market Yield to Worst
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Domestic Fixed Income
Bond Spreads

Current Bond Spreads Compared to 15-Year Range and 15-Year Average
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U.S. stocks reached an all-time high in June despite heightened tensions between Israel and Iran, weak U.S. retail sales data, and a Federal
Reserve (Fed) that remained on hold. Instead, the market focused on strong jobs data and better than expected corporate earnings. Against this
backdrop, domestic small caps outpaced large caps as the Russell 2000 Index gained +5.4% vs. the S&P 500 Index which returned +5.1%. Smaller
stocks may have outperformed on hopes of future rate cuts and easing geopolitical tension. Emerging markets beat non-US developed markets
with the MSCI EM IMI gaining +6.1% vs. the MSCI EAFE IMI which returned +2.5%. The only negative sector in June was theConsumer
Staplessector, which slipped -1.9%. The top two sectors wereTechnology(+9.8%), thenConsumerDiscretionary(+7.3%).

Global Equity Returns by Bellwether Index
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Domestic Equity Returns
by Market Cap & Style

Domestic Equity Markets
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Domestic Equity Returns

by Sector

MTDS&P 500 Returns by Sector
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Domestic Equity Valuations
by Sector

Trailing 12-Month P/E Ratio Compared to 10-Year Range and 10-Year Average
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Economic Indicator Descriptions

Real Cross Domestic Product [GODP): GOP 5 a3 basic measure of US. economic
output adjusted for inflation. Alternatively, it can be thought of as the final
value of all goods and services produced within the US. Positive GDP
growth signals an expanding economy.

Consurner Price Index [CPi): Measuring the change in the CPl prowvides an
estimate for inflation. The CPI tracks the price of 3 basket of consumer goods
and services. High infilation or deflation {negative inflation) can be =igns of
economic worry. TPl is typically reported in two ways headiine and core CPIL
Headline CPI includes all categories that comprise the CP1 basket of goods and
SENices.

Personal Consumnption Expenditure Chain-type Price Index (PCEPi)
Measuring the change in the PCEPl provides an estimate for inflation In
comparison to CPI, which uses  one set of expenditure weights for several years,
this index wses expenditure data from  the current period and the preceding
pericd. This price index method assumes that the consumer has substituted
from goods whose prices are nising to goods whose prices are  stable or falling.
Core PCEPRL which is closely monitored by the Fed, strips out the more  weolatile
Food and Energy categones

Conference Board Index of Leading Ecomomic Indicators [LEIN;: The LEI is
designed to signal peaks and troughs in the business cycle. The ten
components  include: average  weekly  manufacturing hours,  awerage
waekly initial claims for unemployment  insurance; manufactursrs’ new
orders for consumer goods and materaks; 1SME Index of Mew Orders;
manufacturers' new orders for nondefense capital goods excluding  aircraft
orders; building permits for new private housing units; stock prices of 500
commaon stocks; Leading Credit Index™; interest rate spread on 10-year Treasurny
bonds less federal funds and average consumer expectations for business
conditions.

The Institute for Supply Management [15M] PMI Index: The PMI is a composite
index of five “sub-indicators®, which are estracted through surveys to
purchasing managers from around the country. The five sub-indexes are:
Production, Mew orders, Supplier deliveries, Inventories and Employment
level. An Index walue ower 50 indicates expansion; below 50 indicates
contraction

The Institute for Supply Managerment [15M) Mon-manufacturing index {MMI): The
MMl is @ composite index of four “sub-indicators”, which are extracted
through surveys to purchasing managers. The four sub-indexes: Business
activity, Mew orders, Employment. Supplier deliveries. An Index value ower 50
indicates expansion; below 50 indicates contraction.

Consurner Confidence Index {CCIk The Consumer Confidence Index is a well-
kriwwn  proxy for the attitudes of LS, consumer towards the business climate,
personal finances  and spending. This index attempts to measure the
confidence that consumers hawve in the owverall economy. This is important
because consumer spending accounts for a large portion of LS. GDE.

Consurmer Sentiment Index [MCS1:: The MCEl uses telephones surveys to
gather  information on consumer  expectations regarding the owerall
economy. The MSCI B becoming more useful for investors because it gives a
mionthly snapshot of whether consumers feel like spending money by
accessing their views on the business climate, personal finance, and spending
in order to judge their level of optimismy/pessimism. This is important because
consumer spending accounts for a large portion of US. COP.

Disposable Personal Income per Capita (DRI DRI is the amount of
money  that households have available for spending and saving after
income taxes have been sccounted for. DRI is monitored to gauge the owverall
state of the econormy.

Personal Consumption Expenditures [PCE]: PCE consists of the actual and
imputed  expenditures of houssholds including durables, non-durables and
SEfViCES.

Retail Sales The retail sales report captures in-store sales as well as catalog and
other out-of-store sales. The report also breaks down sales figures into groups
such as food and beverages clothing, and autocs. The results are often
presented two ways: with and  without auto sales being counted, becauss
their high sticker price can add extrawvolatility to the data

Housing Affordability Imdex [HAI)  Published monthly by the Mational
Aszociation of Realtors, the HA index has a value of 100 when the median-
income family has sufficient mmoome to purchase a median-priced existing
home. A higher index number indicates that more howseholds can afford to
purchase a hame.

Unemployment  Rate: Calculated monthly by the Bureau of Labor
Statistics, the unemployment rate is a gauge of the health of the WS
labor market High unemployment can stifle the growth of the economy.

Wage Growth: Calculated gquarterfy by the Bureau of Labor Statistics, the
emplayment cost index measdres the growth of employee compensation
[wages and benefits). The index is based on a survey of employer payrolls in the
final month of each guarter. The index tracks mowvement in the cost of
labor, including wages, fringe benefits and bonuses for employees at all
levels of a company. We are using the wage component  of this index.
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Benchmark Descriptions

U5 Aggregate Bond: The Barclays US  Aggregate Bond Index
measures the performance of USD-denominated, SEC-registerad, imvestmeant-
grade, fized-rate or step  up, taxable bonds. The index includes bonds from the
Treasury, Cowernment-Related, Corporate and MBS, ABS, and CMBS sectors.
Sacurities included in the index must hawe  at least one year until final maturit.

W5 Treasurmy: The Barclays Capital US  Treasury Index measures the
performance of public obligations of the U5 Treasury with a8 remaining
maturity of one year or more,

U5 Agency: The Barclays Capital US Agency Bond Index measures the
performance  of the agency sector of the US gowernment bond market
and is comprised of imeestment-grade UED-denominated debentures
i=sued by gowvernment and government-related agencies, including
FHMA. The index includes both callable and non-callable securities that are
publicly issued by U5 government agencies, quas: federal corporations,
and corporate and foreign debt guaranteed by the US gowernment

U5 Corporate: The Barclays Capital U5, Corporate Bond Index measures
the performance of publicly issued USD-denominated corporate and Yankee
debentures  and secured notes that meet specified matunty, liguidity, and
quality requirements.

U5 MBS The Barclays Capital US. Mortgage Backed Securities Index
measures the performance of mortgage-backed pass-through securities of
GCinnie Mae [GMMAJ Fannie Mae [FMMA]L and Freddie Mac [FHLMC).

U5  Municipal Bond: The Barclays Capital Municipal Bond [ndex
measures the performance of the UsSD-denominated, investmient grade, fixed-
rate tax exempt bond market. The index has four main sectors: state and
local general obligation bonds, revenus bonds, insured bonds and pre-
refunded bonds Securities included in the index must have at least one year
unitil fimal maturity.

General Obligation Bond Index: The Barclays Ceneral Obligation Bond index
measures the average market-weighted performance of general obligations
securities that have been issued in the last five years with maturities greater
than one year.

Revenue Bond Index: The Barclays Revenue Bond Index measures the average
markst- weighted performance of revenue backed securities that hawve been
issued in the last  five years with maturities greater than one year.

Investment Style: Performance of different types of stocks wall wary owver
times A cormmon way to characterize a stock is by market capitalization (e.g.,
large cap or small cap) or style |=.g, value ar growth).

Large Cap wvs= Small Cap: Large companies tend to be more established
companies and therefore exhibit lower wolatilig. Ower an extended pericd
of time, expected returns of small cap companies are often higher due to the
risks associated with smaller, bess established companies.

Value vs. Growth: Value companies typically trade at discount valuations and may
pay a dividend, Growth companies are those that are experiencing greater
eamings growth prospects.

Mega Cap: The Ruszell Top 50 Index measures the performance of the top 50
largest companies in the Russell 1000 Index, which represents approximately
0% of the total market capitalization of the Russel 1000 index.

Large Cap: The Russell Top 200 Index measures the performance of the 200
largest companies in the Russell 1000 Index, which represents approximately
B8% of the total market capitalization of the Russsll 1000 indsx

Mid Cap: The Russsll Midcap index measures the performance of the BOOD
smallest companies in the Russell 1000 Index, which represent approximately
I8% of the total market capitalization of the Russell 1000 Index.

Small Cap: The Russell 2000 Index measures the performance of the 2,000
smallest companies in the Russell 3000 Index, which represents
approximately B% of the total market capitalization of the Russell 32000 Index.

Large Cap Growth: The Russell 1000 Srowth Index measures the performance of
those Russell 1000 index companies with higher price-to-book ratios and
higher forecasted growth walues

Large Cap Value: The Russell 1030 Value Index measures the performance of
those Russell 1000 companies with lower prce-to-book ratios and lower
forecasted growth  wvalues

Mid Cap Growth: The Russsll Midcap Growth Index measures the performance of

those Russell Midcap companies with higher price-to-book ratios and
higher forecasted growthvalues

Mid Cap Value: The Bussell Midcap YWalue Index measures the performance of
those Russell Midcap companies with lower price-to-book ratios and lower
forecasted growth  values.

Small Cap Growth: The Russell 2000 Growth index measures the performance
of those  Russell 2000 Index companies with higher price-to-walue ratios and
higher forecasted growth values

Small Cap Walue: The Russall 2000 Value Index measures the performance of
those Russell 2000 Index companies with lower price-to-book ratios and
lower forecasted growth values
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Sanctuary makes no representation as to the accuracy or completeness of information contained herein. The information is based upon data available to the public and is not an offer to sell or solicitation of offers to buy any
securities mentioned herein. Any investment discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives and financial circumstances. Investments are
subject to risk, including but not limited to market and interest rate fluctuations. Any performance data represents past performance which is no guarantee of future results. Prices/yields/figures mentioned herein are as of the
date noted unless indicated otherwise. All figures subject to market fluctuation and change. Additional information available upon request.

Securities offered through Sanctuary Securities, Member FINRA and SIPC.

Advisory services offered through Sanctuary Advisors, LLC, and SEC registered investment advisor.



