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The markets experienced their first bump in the road during the second quarter. For five months straight the markets
experienced positive returns and seemed to be broadening out until April. During this month there was a slight pullback of
around 5% and then large growth stocks resumed their upward move. For Q2 U.S. large-capitalized companies
(specifically Growth style) outperformed the rest of the domestic markets with the S&P 500 Index (this index represents
large companies) up 3.92%. Mid and small-size companies did not fare as well with both down 3% in Q2. As noted in the
chart below, the rest of the markets were a mixed bag. Real estate indexes, developed international companies, and long-
term bonds, experienced negative returns while commodities, gold, and emerging markets had positive returns.
Information Technology and Communications Services were the top-performing sectors, up 14% and 9%, respectively.
Fixed income was mixed with 30-year US Treasury Bonds being impacted the most, down 4.10%, and higher-risk bonds
experienced positive returns. Mega cap stocks fueled the markets in the second quarter with the S&P Top 50 Index up
9%. Within the S&P Top 50 Index are the “Magnificent 7” and other artificial intelligence (Al) themed stocks that were
responsible for most of the strong, yet narrow, performance in the large-cap space. As of June 30", the outsized
performance of a handful of stocks was in juxtaposition with what was happening to the rest of the stocks in the S&P 500;
201 stocks were up while 301 stocks were down, some down over 30%. All along the media continued to report the 7
new closing highs of the S&P 500 in June, bringing the total of new highs to 31, year to date.

The markets shrugged off inflation concerns and the uncertainty of “if or when” the Federal Reserve would begin to cut
interest rates in Q2. Due to recent favorable reports on unemployment, housing, and June’s inflation numbers, many are
now anticipating the Federal Reserve to begin cutting interest rates in September by 0.25%. In an unusual move, many
developed and emerging market countries moved ahead of the U.S. Federal Reserve in June and began cutting interest
rates. Historically the U.S. has been the first to cut rates, but due to stronger growth and a more resilient economy that
didn’t happen. The likelihood that interest rate cuts are just around the corner has propelled many underperforming areas
of the markets higher as we have moved into the 3 quarter. Short term, there has been a broadening of market
participation in the beat-down areas of value style and small-cap companies. Some are calling this the underdog rally!

The U.S. economy is still very resilient and growing but there are some pockets where it is showing signs of slowing. All in
all, there is a renewed sense of
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focused on. The last few years have
provided a great case study on the benefits of patience. We appreciate and value the trust you have placed in us to help
guide you through your financial life. Please let us know if you have any questions or concerns.
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