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MONTHLY MARKET INSIGHTS

Key takeaways:

®  Major US indexes continued to rally through October; however, breadth narrowed meaningfully, with the equal-weight S&P 500 down

for the month.

® Third-quarter earnings season kicked off last month, showing continued strength among US corporations. The S&P 500 is on track for its
fourth consecutive quarter of double-digit earnings growth, as around two-thirds of constituents have now reported.’

® The Federal Reserve (“Fed") cut its benchmark rate by 25 basis points for a second consecutive meeting but struck a more hawkish tone.

Policy risk remains elevated amid a prolonged government shutdown.

0 ctober was another positive month for equity markets, with the S&P 500 up 2.27%, marking its sixth consecutive monthly gain, the
longest streak since 2021.2 The advance remains primarily driven by enthusiasm and investment outlays surrounding artificial intelli-
gence ("Al"). The technology-heavy Nasdaq reflected this dynamic with a one-month return of 4.70%.2 However, market breadth narrowed, as
the equal-weight S&P 500 index declined 1.25%, underscoring the continued dominance of Al beneficiaries, primarily the “Magnificent Sev-
en”.* Momentum in equities contrasted with a brief bout of credit stress following the collapse of auto-parts supplier First Brands and sub-
prime auto lender Tricolor, both now in bankruptcy proceedings and reportedly under federal investigation for improper actions.® The head-
lines sparked fears of broader credit contagion, and regional banks, which have meaningful exposure to small and mid-sized business debt,
sold off sharply. However, the bankruptcies appear to be idiosyncratic events related to alleged managerial misconduct, rather than systemic

credit stress, a view reinforced by solid third-quarter results from the Financials sector.

Large US banks kicked off earnings season with strong reports that meaningfully beat consensus expectations.” The strength from US banks
pushed Financials to be the most significant contributor to S&P 500 earnings growth through the reported quarter. Technology sits as the
second-largest contributor, bolstered by the ongoing Al investment wave.®2 Within the mega-cap tech sector, Alphabet, Amazon, Microsoft,
and Apple were the four largest contributors to S&P 500 earnings growth. Investors rewarded the cohort, as the Magnificent Seven rose
4.94% in October.® With roughly two-thirds of companies having now reported, the S&P 500 is tracking towards 10.7% year-over-year earn-

ings growth for the third quarter. If sustained, that would mark a fourth straight quarter of double-digit year-over-year earnings growth.
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Market leadership remains within the Al complex as investments in Al infrastructure continue to accelerate and propagate throughout layers
of the economy. According to Goldman Sachs, capital expenditures on Al from hyperscalers alone are expected to total $1.4 trillion between
2025 and 2027."" Additionally, while earnings and stock performance have concentrated at the top, over 50% of S&P 500 companies refer-
enced Al on their latest earnings calls, signaling a sustained commitment to the space.™

Policy developments added nuance to the month. The Federal Open Market Committee cut its key policy rate by 25 basis points in October to
a range of 3.75%—4.00% and indicated the end of quantitative tightening at the end of November. Even so, investors read Chairman Powell's
tone during his press conference as more hawkish than expected. When asked if a December cut was a foregone conclusion, he replied, “Far
from it,” pushing back on market expectations and taking a more combative tone than in recent press conferences.' Meanwhile, uncertainty
is building around the prolonged government shutdown. Historically, US shutdowns have had a limited impact on markets and the economy,
but the duration of the shutdown is now approaching uncharted territory. On November 5, the current shutdown will become the longest in
US history.™ Missed paychecks for federal workers and delays to benefits such as food stamps could create downstream economic effects if
the shutdown drags into year-end. Government unions are pressuring Democrats to reopen the government; however, Democrats likely view
the current shutdown as politically favorable and are inclined to wait until at least after the state and local elections on November 4.%5 As of
now, NBC polling suggests Republicans and President Trump are receiving more blame (52%) than Democrats (42%) for the extended shut-

down.'®

The month also saw the long-awaited meeting between President Trump and China’s President Xi. The meeting concluded with a one-year
trade "truce”, in which both sides agreed to no new tariffs, a delay to certain rare-earth restrictions, and limited relief for select high-tariff
industries. Given the volatility surrounding tariff policy, whether the truce will actually hold for the entire year remains uncertain. While we

remain far from the end of this process, in our view, it is a net positive to have at least some path forward for the US-China trade relationship.

Resilient earnings, ongoing Al investment, easing monetary policy, and favorable seasonality continue to skew our near-term view of markets
upward. At the same time, policy risk is increasingly pressuring our constructive outlook, and the government shutdown warrants close at-
tention as it enters unprecedented territory. We believe the Al mega-trend will continue to provide tailwinds to equities in the intermediate
term; however, indications of growing exuberance may lead to intermittent volatility along the way. Taken together, we believe that main-
taining healthy exposure to equities, combined with diversification into high-quality asset classes that offer strong downside protection, re-
mains the most effective way to manage risk while staying positioned for potential upside.
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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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