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MONTHLY MARKET INSIGHTS

Key takeaways:

® US equities rose for a fifth straight month, with the S&P 500 returning 3.53%. Breadth continues to improve as small-cap stocks, as
measured by the Russell 2000 Index, gained 2.96% and broke above their 2021 high!"

® The Federal Open Market Committee (“"FOMC") reduced the Fed Funds target rate by 25 basis points ("bps”), restarting the rate cutting
cycle that had been on pause since December 2024. The Summary of Economic Projections (“dot plot”) implies two additional cuts in
20252

® The federal government shut down on October 1st. While history suggests government shutdowns have a limited impact on markets, a

prolonged stalemate could weigh on sentiment amid already elevated policy uncertainty?

U S equity markets extended their rally in September, with the S&P 500 closing higher for a fifth straight month, returning 3.53% and
setting fresh record highs.* Under the surface, market breadth improved as small-cap stocks, measured by the Russell 2000, gained
2.96%. Significantly, the index achieved a new all-time high during the month for the first time since 2021. Broadening participation is a con-
structive development considering small and mid-cap stocks currently sport more attractive valuations than their large-cap peers. Growth
outperformed value with the Russell 1000 growth index returning 5.26% while the Russell 1000 value index returned 1.31% over the month.

The magnitude of this outperformance may signal a growing risk appetite among investors.

The defining market catalyst for the month came from the Federal Reserve. The FOMC lowered the Fed Funds rate by 25 bps, the first cut
since last December. Chairman Powell highlighted the rising risks to the labor market and moderating growth, framing the move as a recali-
bration toward neutral policy. Powell's remarks signified a tonal shift from earlier meetings, where tariff uncertainty dominated the discus-
sion. The updated dot plot showed a median path of two additional cuts this year and one more in 2026, suggesting the Committee is com-
fortable continuing the easing cycle over the upcoming meetings. However, it seems the market anticipates rate cuts to exceed FOMC pro-
jections in 2026.%

Consumer strength held up during the month even as the unemployment rate edged higher. Personal consumption rose 0.6% month-over-
month in the latest reading, and real disposable income grew 2.0% year-over-year.” Recent equity-market gains have materially lifted house-
hold net worth, up 6.1% year-over-year, while the net-worth-to-disposable-income ratio is back near all-time highs.® In aggregate, the US
consumer remains resilient particularly among higher-income cohorts. On the other hand, unemployment ticked up to 4.3% and payroll
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growth was weak for the month.® Looking ahead, consumer spending should remain supportive of economic growth through the end of 2025,
barring a significant deterioration in the labor market.

We view a second inflation wave as a possible risk given the expectation of continual monetary easing against resilient consumer spending.
While price pressures have eased substantially from 2022 peaks, the core PCE index, the Fed's preferred inflation gauge, recently printed
2.91%, above the Fed's 2% target." The core PCE index has not printed a measure below 2.0% since February 2021." Resuming cuts may be
warranted to safeguard employment, but the Fed must take caution to not compromise price stability along the way.

On the policy front, October begins with the first government shutdown in 7 years, after Congress failed to pass the needed spending bill.
Senate Republicans looking for a stop-gap funding measure faced a 60-vote threshold that required cross-party support, which they were
unable to secure before the October 1st deadline. For the time being, Democrats are holding firm, pressing for additional healthcare outlays
as a necessary part of any agreement. If a stalemate extends beyond a few weeks, we expect moderates in both parties will push for a com-
promise. Historically, the average government shutdown has lasted eight days, but given the tense economic backdrop, we believe the cur-
rent shutdown could certainly extend beyond that timeframe.*? Markets typically look through government shutdowns, but a prolonged epi-

sode could weigh on investor sentiment and increase already elevated political uncertainty.™

We believe anticipated monetary easing, a solid technical backdrop, and a resilient consumer keep the equity outlook constructive into year-
end. However, valuations for large-cap stocks appear elevated. The S&P 500 trades at a trailing Price-to-Earnings ratio of 27.69." While val-
uations are historically poor predictors of short-term returns, we believe the current level narrows the margin for error and raises the bar for
corporate earnings." As referenced in our prior outlooks, the current environment appears attractive for certain hard assets, particularly gold.
The yellow metal rose 10.56% in September, its strongest month in over 5 years.'® We believe gold may provide an attractive hedge against
risks pertaining to policy uncertainty, inflation, and dollar weakness. Near term, the move in gold looks extended, but we believe the strategic
case for a modest allocation in investment portfolios remains compelling. We believe other alternative assets, such as private infrastructure
and Bitcoin, are also well-positioned to benefit from this backdrop and it may behoove investors to diversify away from traditional asset clas-
ses. We are constructive on risk assets going into October, yet we recognize many potential risks to our thesis. For this reason, we continue
to vigilantly monitor developments in the market and seek opportunities to diversify portfolios into assets that may mitigate overall portfolio
volatility across different scenarios.
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Important Disclosures

This publication is provided by Element Pointe Family Office ("Element Pointe”) for general information and educational purposes only. Any
discussion of securities or investment strategies should not be construed as research or investment advice. This material should not be con-

strued as an offer to buy, sell or hold a security or investment strategy, and is not provided in a fiduciary capacity.

This publication contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks, other uncer-
tainties and factors, actual results may differ materially from the expectations portrayed in such forward-looking statements. Readers are

cautioned not to place undue reliance on forward-looking statements, which speak only as of their dates.

Element Pointe does not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information
prepared by any unaffiliated third party incorporated herein, and takes no responsibility therefore. All such information is provided solely for

convenience purposes only and all users thereof should be guided accordingly.

Nothing herein should be construed to limit or otherwise restrict Element Pointe’s investment decisions. Element Pointe customizes the
portfolios it manages to suit the needs of each client. Investment advisory services are only provided to investors who become Element
Pointe clients pursuant to a written account agreement, which investors are urged to read and carefully consider in determining whether such

agreement is suitable for their individual facts and circumstances.

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk.
Investments in alternative investment strategies is speculative, often involves a greater degree of risk than traditional investments including
limited liquidity and limited transparency, among other factors and should only be considered by sophisticated investors with the financial
capability to accept the loss of all or part of the assets devoted to such strategies. Investing in the stock market involves gains and losses and
may not be suitable for all investors. The indexes mentioned are unmanaged and an investment cannot be made directly into them and do not

include fees and charges, which would reduce an investor's return. Past performance is no guarantee of future results.

All expressions of opinion reflect the judgment of the authors as of the date of publication and are subject to change without prior notice.

There is no guarantee that the views and opinions expressed herein will come to pass.

Element Pointe and its affiliates and employees may hold positions in the securities discussed. You may access Element Pointe’s regulatory
filings on the SEC's website for additional information about certain of the securities that the firm, its affiliates and its principals may hold. It is
important that you do not base your investment decisions on our discussion of certain individual securities as one's overall investment port-

folio and individual objectives should be considered when making such a decision.
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