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Investment Update- The Economic Shake Up

The first quarter of 2025 has indeed signaled a potential shift in the economic landscape as the
new administration begins to implement its policies. This transition period naturally introduces some
uncertainty, which can manifest as volatility in financial markets.

Markets thrive on transparent and predictable frameworks. Businesses require a stable
understanding of the regulatory and policy environment to make informed capital allocation decisions
and accurately assess potential returns. The initial phase of a new administration often involves
adjustments to these frameworks, leading to a period of reassessment by market participants.

This period of policy recalibration can create short-term market fluctuations. It's important to
remember that volatility is a regular feature of the economic cycle. It reflects the market's ongoing
process of price discovery as it incorporates new information and anticipates future economic
conditions.

Periods of policy transition have presented both challenges and opportunities. We focus on the
fundamental economic principles of long-term portfolio management. By investing in high-quality
assets and maintaining a well-diversified asset allocation, we believe to be positioned to weather short-
term market swings. Regular rebalancing is designed to ensure that our portfolios remain aligned with
your long-term financial goals.

We are here to guide you through this evolving landscape and remain confident in our long-term
investment strategy.
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Equities

The Artificial Intelligence (Al) race continued to be the focus for investors in the first quarter of 2025. However,
the focus has quickly shifted to tariffs and their impact in the short term. While the April 2nd tariff release is
currently in a 90-day suspension, the second quarter will be dominated by anticipation of the final tariff decision.

Diversification was the key during the first quarter and heading to the second quarter. The mega-cap stocks were hit
hard not only by the tariff policy but also by a rotation out of technology and into other value stocks, international
equities, and bonds.

The Eurozone and Chinese equities both had significant gains in the first quarter, thanks in part to major fiscal
initiatives to stimulate growth and enhance the region's defense capabilities amid the ongoing conflict between
Ukraine and Russia.

Bonds

Given a strong economic position to start the year, the Fed has continued against raising rates, leading to yields
maintaining a substantial interest payment for investors. Combined with the quarter-end volatility, a flight to the
safety of Treasuries led to additional price appreciation.

For long-term investors, lengthening the duration risk still looks favorable. However, in the short term, tariff risk
could create increased volatility as foreign countries could sell treasuries as a retaliatory measure.

While the yield curve has returned to positive and no longer inverted, the credit spreads between the 2-year and 10-
year bonds remain incredibly tight. Spreads will likely remain that way until there is a period of market volatility,
then expect spreads to widen.
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Goods Trade Deficit: Goods Exports, Goods Imports, Billion $
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The U.S. remains a powerhouse exporter of our goods and services. The U.S.
currently buys more from other countries than they buy from us, but is that such a
bad thing? In a purely fair trade market, we only buy things from other countries
that are either cheaper or better made.

HTPTRS.COM | (PHONE) 860.662.4197 | (FAX) 860.767.7102




ners MARKET HIGHLIGHTS & COMMENTS
¥ Wealth Counselors 1ST QUARTER 2025

The average employee must work for three weeks to buy 1 oz of gold
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The chart shows how many weeks it would take the average U.S. worker

to buy 1 ounce of gold. What is more likely to happen, a price decline in
gold or higher wages for U.S. workers?
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Foreign Investors Hold Record Share of US Stocks

Foreign Investor Ownership of US Equities [Quarterly, % of total]
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Tariffs are not as simple as adding charges to goods and services. The
U.S. dollar, being the reserve currency, has benefited domestic equity
markets by adding foreign buyers to our stock market.
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