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“Unfortunately, the second
guarter may bring with it as
much uncertainty and volatility
for investors as the first quarter
of the year. Nevertheless, that
point should not cause one to
deviate from a well-diversified
portfolio.”
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Assessing The Case “For” and “Against” Stocks After
Difficult Start To 2025

Elevated tariff uncertainty, ongoing concerns about growth, and now, new
stagflation fears rattled investors and sent stock prices lower last week. The S&P
500 Index and NASDAQ Composite fell for the seventh week in the previous nine,
with both indexes on pace for their worst months since 2022.

This week, further details from the White House on its reciprocal tariff strategy are
expected. Also, the always-important nonfarm payrolls report on Friday will be
closely monitored for signs of cracks, given deteriorating confidence levels and
mounting growth fears.

Last week in review:

e The S&P 500 Index fell 1.5%. The U.S. stock barometer is down over 9.0%
from its February 19, 2025, high and off nearly 7.0% since Inauguration Day
on January 20, 2025.

e The NASDAQ Composite dropped 2.6%. On Friday, the tech-heavy
composite fell over 2.0% on the day, marking its fifth such decline of 2.0% or
more on a trading day this month. That’s the most since the Index did so in
June 2022, according to Dow Jones Market Data.

e The Dow Jones Industrials Average (-1.0%) and Russell 2000 Index (-1.6%)
also fell on the week. The Russell 2000 Index is down 9.0% for the year and
off more than 17% from its November 25, 2024, high.

e U.S. Treasury prices remained firm on the week, with 2-year and 10-year
yields mostly unchanged.

e Gold prices pushed further into record territory, with the precious metal
finishing the week at $3,085.35 per ounce. Gold is up over +16.5% year-to-
date, with investors favoring the real asset as a stable port in the storm.

o West Texas Intermediate (WTI) crude gained +1.2% — its third consecutive
week of gains. The U.S. Dollar Index ended basically flat.

e President Trump signed an executive order imposing permanent tariffs on
automobiles not produced in the U.S., which is set to take effect on April 2.
According to the White House, the initial tariff rate will start at 2.5% before
increasing to 25%. Several analyst estimates suggest the cost of a new
vehicle in the U.S. could rise by as much as $5,000 to $10,000, while
JPMorgan estimates used cars, based on increased demand, could see
prices rise on average between +9.0%-12.0%. Retaliatory tariffs from
Canada and Mexico, as well as other countries, could further pressure auto
prices to the upside.

e The core Personal Consumption Expenditures (PCE) Price Index, or the
Federal Reserve’s preferred inflation measure, came in hotter than expected
for February. On an annualized basis, core PCE stood at +2.8% at the end of
February, above the +2.7% rate in January. However, rate cut expectations
remained largely unchanged after the report, with most of the market not
expecting a Fed rate cut until the June meeting.

e Signs of a stretched consumer fanned the flames of stagflation fears (i.e.,
slowing growth amid elevated inflation) last week as March consumer
confidence dropped for the fourth straight month, and a final look at March
Michigan sentiment showed inflation expectations rising more than initially
reported. Finally, a preliminary look at March manufacturing activity showed



the measure again falling into contraction, with output hitting a three-month low.

Assessing the case “for” and “against” stocks after a difficult start to 2025.

No doubt, the first few months of 2025 have been pretty tough for investors to swallow. Major U.S. stock indexes are on
pace to close out the first quarter meaningfully lower, and after many investors expected stocks to keep gravitating higher
following two strong years of returns. However, tariff uncertainty has put an unexpected stranglehold on markets this year,
while elevated stock valuations and growing concerns over stretched expectations among a handful of artificial
intelligence leaders have quickly soured sentiment. Although several major areas of the market have corrected from their
recent highs and outlooks for the year have become more guarded, we believe maintaining a balanced perspective of
current conditions is critical during periods of market stress. Below is our bull and bear case for stocks moving forward as
we currently see them.

The bullish case for stocks:

The stock market decline feels worse than it really is. Notably, corrections of 10% or more happen more
frequently than investors typically assume or remember. Most S&P 500 sectors are actually higher in 2025, with
much of the selling pressure this year coming in Big Tech-related areas, where expectations and valuations were
elevated coming into the year.

The U.S. economy and S&P 500 corporate profits are expected to grow in Q1 and beyond. We forecast U.S. GDP
to come in at +0.8% in Q1’25 and expand over the coming quarters, while FactSet estimates seven of eleven S&P
500 sectors will grow profits on an annualized basis in the first quarter of this year. Importantly, corporate profit
margins sit at very healthy levels relative to history, which could help companies navigate tariff uncertainty and
stabilize demand and profits, particularly if tariff impacts are temporary.

Investors may be overly sour on the market outlook over the coming months, which offers a contrarian signal, in
our view. Retail investors are as bearish on forward stock returns today as they typically are during much larger
drawdown periods. Meanwhile, consumers in the Conference Board’s monthly survey are also pretty dire on the
stock outlook. In addition, U.S. Economic Policy Uncertainty recently spiked to levels last seen during COVID-19.
On average, when sentiment is this weak and uncertainty about policy is this high, some clarity eventually forms.
As a result, stock performance tends to improve over the next six to twelve months.

Finally, seasonality trends could improve, as April through July collectively is historically a solid stretch for stock
prices over the last twenty years. In addition, rapid drops of +10.0% or more, accompanied by oversold technical
conditions over the near term (without a recession), tend to be solid longer-term buying opportunities. Bottom
line: Stock corrections are healthy and a necessary function in the market that allows bull markets to
continue.

The bearish case for stocks:

Tariff uncertainty is a meaningful threat to our outlook and could lower our assessment of growth and profits over
the coming quarters. Stock prices could see further selling pressure if the cumulative threat of tariff
announcements becomes an entrenched reality and begins to sap CEO confidence, raise inflation, lower
employment, and generally slow U.S. and global economic conditions. We believe tariff announcements, as
presented thus far, could lower U.S. GDP growth by 0.5% to 1.0% annually, or possibly more, depending on how
conditions evolve. Stock prices would likely struggle to gain traction in this environment. How much more than
what has already been discounted in current stock prices is up for debate.
Stock corrections typically see further downside versus what we’ve seen so far. According to Bespoke Investment
Group, the average S&P 500 Index correction since 1952 has produced a peak-to-through drop of 18.2% and a
median drop of 15.7%. And given we are likely to see a more volatile April as more tariff announcements come
into view and companies comment on the threats in Q1 earnings calls, there may be more short-term stock pain
ahead.
Technical conditions remain weak. The S&P 500 is trading below its longer-term trend line and has failed to
reclaim the average. Without a catalyst, stocks may find it hard to break out of their downtrend over the near term.
Stocks aren’t cheap, even after recent declines. The S&P 500 currently trades at roughly 24x its last twelve
months of earnings, which is meaningfully above the ten-year average of 21.7x. In addition, U.S. stocks, in
aggregate, currently have a market capitalization value of just under $60 trillion, which is almost 2x what U.S.
GDRP is running at. The famed investor Warren Buffet has often stated the ratio should be closer to one-to-one
when the stock market is fairly valued with GDP growth. Regardless, outside of some pockets in technology,
recent stock declines have not reset overall stock valuations in aggregate. As a result, stock valuations could see
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further pressure if earnings estimates fall more aggressively in the coming weeks and months and economic
conditions worsen.

Unfortunately, the second quarter may bring with it as much uncertainty and volatility for investors as the first quarter of
the year. Nevertheless, that point should not cause one to deviate from a well-diversified portfolio. In our view, investors
should hold high-quality assets across their portfolio, ensure their allocations match their risk tolerance, and take a longer-
term view of the current market stress, which, historically, can create opportunities to dollar-cost average into high-quality
assets.

The week ahead:

As has been much of the case this year, headlines from Washington will likely dominate investors’ attention this week as
tariff announcements take center stage. U.S. employment conditions will also be top-of-mind, with Friday’s March nonfarm
payrolls expected to decelerate from February levels.

e On Wednesday, April 2, the Trump administration is expected to unveil a slate of so-called “reciprocal’ tariffs
against U.S. trading partners. To date, there has been very little clarity on what and who these tariffs will target
out of the gate. Autos, semiconductors, pharmaceuticals, various commodities, Europe, Japan, and others are all
potentially in President Trump’s crosshairs. Market volatility could escalate depending on what and who is
targeted.

¢ Along with the latest reports on job openings and private payrolls during the week, March nonfarm payrolls are
expected to decelerate to +122,500 jobs from +151,000 jobs in February. The unemployment rate is expected to
tick higher to 4.2% from 4.1%. For obvious reasons, signs of stress in the job market this week may not be
greeted well by investors.

Stock Market Recap

Total Retums LT™M PE Yield %

Benchmark 5-Year 5-Year

Weekly MTD YTD Current Median Current Median
S&P 500 Index: 5,581 -1.5% -6.2% -4.8% 25.0 246 1.3 15
Dow Jones Industrial Average: 41,584 -1.0% -5.0% -1.9% 233 21.2 1.7 1.9
Russell 2000 Index: 5,028 -1.6% -6.3% -9.0% 57.7 39.0 1.4 1.3
NASDAQ Composite: 17,323 -2.6% -8.0% -10.1% 344 380 0.7 0.7
Best Performing Sector (weekly): Consumer 17% _4.0% 3.5% 237 296 24 25
Staples
Worst Performing Sector (weekly): Info Tech -37% -8.9% -12.7% 347 335 0.7 09

Source: Factset. Data as of 03/28/2025

Bond/Commodity/Currency Recap YTD Total Returns by S&P 500 Sector

Total Retums Utilities Il 3.8%
Benchmark
Weekly MTD YTD Health Care N 5.5%
Bloomberg U.S. Universal 01% 0.2% 2.5% Staples Defensive NI 3.5%
West T Int ediate (W) Oil: $69.34 Real Estate Cyclical W 25%
est Texas Intermediate ) Oil: . 1.2% -0.9% -4.3% Matesials W 1.7%
Spot Gold: $3,085.35 2.0% 7.9% 17.6% Info Tech -12.7% I
U.S. Dollar Index: 104.04 0.0% -3.3% -4.1% Industrials 0.8% I
.  Bond Yied Yield Chg Fm:mals W 2.2%
overnment Bond Yields Weekly MTD YTD . .nergy I 0.0%
Discretionary -13.6% NI
2-year U.S. Treasury Yield: 3.90% -3bpschg | -Tbpschg | -35bpschg  comm Services -6.4% N
10-year U.S. Treasury Yield: 4.26% 1 bps chg 6 bps chg | -32 bps chg 20% A0% 0% 10% 20%
Source: Factset. Data as of 03/28/2025. bps = basis points Source: S&P Global, Factset. Data as of 03/28/2025

These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or expenses, which
would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to invest directly in an index. Past
performance is not a guarantee of future results.
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Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated
with Ameriprise Financial, Inc.

The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not
intended to provide investment advice and does not account for individual investor circumstances.

Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities
mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice
designed to meet the specific needs of an individual investor.

Alternative investments cover a broad range of strategies and structures designed to be low or non-correlated to traditional equity and
fixed-income markets with a long-term expectation of illiquidity. Alternative investments involve substantial risks and may be more
volatile than traditional investments, making them more appropriate for investors with an above-average tolerance for risk.

Commodity investments may be affected by the overall market and industry- and commodity-specific factors, and may be more volatile
and less liquid than other investments.

There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer
term securities.

Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies.
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value.

Past performance is not a guarantee of future results.
An index is a statistical composite that is not managed. It is not possible to invest directly in an index.

Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in
the Additional Ameriprise research disclosures section.

The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector.

The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq
Stock Market.

The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index
is owned and maintained by Dow Jones & Company.

The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the smallest
2000 securities in the Russell 3000.

West Texas Intermediate (WT]I) is a grade of crude oil commonly used as a benchmark for oil prices. WTl is a light grade with low
density and sulfur content.

The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks.

University of Michigan Consumer Sentiment Survey is a rotating panel survey based on a nationally representative sample of
households in the U.S. that measures how consumers feel about the economy, personal finances, business conditions, and buying
conditions.



Personal consumption expenditures (PCE) are a measure of the outlays or how much consumers are spending. The PCE reading is
released monthly by the Bureau of Economic Analysis.

Third party companies mentioned are not affiliated with Ameriprise Financial, Inc.

Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in
value.

Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC.



