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Tuning Out the Noise: Why Diversification
Delivered in Q2 2025

Media coverage of capital markets during
the second quarter illustrates how the
volume and tone of commentary can be
misleading when considered without his-
torical and current context.

Indeed, the initial tariff rollouts during the
first Trump administration and the current
re-escalation are significant changes to
trade and international relations that war-
rant attention and discussion. However,
many investors, including retirement

plan participants, remain invested in

multi-asset class solutions, such as target
date or balanced funds, that are globally
exposed. As a result, many investors’
experiences during the second quarter,
year-to-date, even amid the height of the
volatility in April, did not necessarily align
with certain headlines and commentary
surrounding the market volatility.

It's important to put stock and bond mar-
ket performance into historical context and
to balance it with current perspectives.
The table below, including the highlighted

balanced/target date line items, indicates
the importance of being globally diversi-
fied, when applicable for the investor, and
not overly dependent on a specific geogra-
phy, theme or asset class.

For many retirement plan participants in
a Qualified Default Investment Alternative
within a retirement plan (balanced/tar-
get date fund) experiencing declines of
approximately 6%, staying the course
(invested) can continue to pay off in the
short, intermediate and long term.

The Tariff “Liberation Day” Drawdown and

Total Returns for Major Asset Classes

Sorted highest to lowest for year-to-date (YTD) performance

April month-to- April YTD 2 2025 YTD performance

date performance |  performance erformance through Q2 2025
through April 7 | through April 7 P (June 30)
International Equity Index (MSCI ACWI ex USA) -9.92% -5.20% 12.03% 17.90%
Global Equity Index (MCSI ACWI) -9.84% -10.94% 11.69% 10.33%
60740 Global Stock-Bond Index (AOR - ETF) -6.29% -5.88% 7.41% 7.87%
Bloomberg Glohal Aggregate Bond Index 0.58% 3.23% 4.52% 1.27%
Sample Actively Managed 2030 Target Date Fund (TRFHX) -6.62% -5.82% 5.92% 6.83%
S&P 500 Total Return Index -9.77% -13.63% 10.94% 6.20%
Bloomberg US Aggregate Bond Index -0.26% 2.52% 1.21% 4.02%

TRFHX is shown for the Sample Actively Managed 2030 Target Date Fund due to its comparable asset class exposure with the 60/40 Global Stock-Bond Index (AOR - ETF); it is a

common holding and QDIA with TruePlan’s clients.
Source: Ycharts Inc.; data as of June 30, 2025.

Past performance is not an indication of future results. You cannot invest directly in any index. Index is unmanaged and excludes fees and expenses.
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Capital markets, especially stocks,
showed resilience during Q2 in terms of
both percentage returns and underlying
fundamentals. This is particularly unique
given the numerous geopolitical uncer-
tainties with large-scale armed conflicts in
Europe and the Middle East, and uncer-
tainty with international trade policies. At
a high level, market observers/pundits
believe a core driver of resilience is
related to artificial intelligence and sectors
that are the largest potential beneficiaries
of its growth and influence, such as tech-
nology and communication services.

The second quarter got off to a volatile
start with the formal announcement on
“Liberation Day” of large-scale U.S. tar-
iffs with trade partners across the world.
However, the market volatility was rela-
tively short lived as the U.S. administra-
tion enacted a policy pivot, pausing tariffs
and allowing time for trade negotiations.
This eased inflation concerns, creating
a tailwind for stock and bond markets
which, along with a strong labor market,
restored confidence among investors.

For domestic S&P 500 companies that
have reported actual earnings per share
for Q2 (34% of S&P 500 companies), a
majority have reported positive earnings
and revenue surprises.! The semicon-
ductor industry has stood out thus far in
2025. Driven by Al demand, this is an
example of the performance dispersion
seen in equity markets in which compa-
nies directly involved in the design of Al
chips and related manufacturing have
been performing notably well in terms of
stock performance and earnings.?

Similar to recent years, the bond market
experienced above long-term historical
average volatility in Q2 with choppy
trading conditions in the U.S., but still
generated quarterly gains with the interest
rate-sensitive Bloomberg US Aggregate
Bond Index generating a 1.21% gain

and the more risk sentiment-sensitive
Bloomberg US Corporate High Yield
Index gaining 3.53%.

The tariff policy pivot in April and ensu-
ing easing of inflation concerns allowed
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the U.S. Federal Reserve to maintain its
policy stance. Fed Chair Jerome Powell
stated on June 24, “For the time being,
we are well positioned to wait to learn
more about the likely course of the econ-
omy before considering any adjustments
to our policy stance.”?

The performance tables provided on
pages 1 and 3 show international equity
markets had a strong second quarter and
outperformed U.S. stocks. A combina-
tion of easing by the European Central
Bank with a 25-basis point reduction

to 2.25% and strong performance from
the defense industry provided support

for international markets, particularly in
Europe. NATO'’s pledge to have members
agree to increase defense spending from
2% to 5% of Gross Domestic Product

by 2035, and aggressive pledges from
Germany and the European Union to help
increase European security amid the wars
in Russia/Ukraine and the Middle East,
helped drive risk sentiment and assets
higher during the quarter.
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While challenges and uncertainty remain, diversification and a long-term
perspective remain essential in navigating an evolving investment land-
scape for many retirement savers.
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The TRFHX invests in a diversified mix of underlying T. Rowe Price funds and gradually shifts its allocations from equities to fixed income as the year 2030 approaches. In contrast, the 60/40 Global Stock/Bond
Index maintains a constant allocation of 60% equities and 40% bonds. Because TRFHX reallocates over time and the index remains static, their performance and risk profiles may differ significantly. Target date
funds do not guarantee returns and may gain or lose value now and after its target date; the target date is the approximate year an investor plans to retire, but the fund may continue to be managed beyond the
date. Performance returns are presented net of fees and expenses.

Certain information contained in this presentation has been obtained from third parties. While such information is believed to be reliable for purposes used herein, no representations are made as to the accuracy
or completeness thereof and TruePlan does not take any responsibility for such information. Certain information contained in this presentation discusses general market activity, industry or sector trends, or other
broad-based economic, market or political conditions and should not be construed as research or investment advice.

There can be no assurances that any of the trends described herein will continue or will not reverse. Past events and trends do not imply, predict or guarantee, and are not necessarily indicative of, future events or
results. All investments involve risks, including possible loss of principal. Diversification does not guarantee a profit or protect against loss in a declining market.

Any model, graph or chart used has inherent limitations on its use and should not be relied upon for making any investment decisions. Nothing contained herein should be construed as a recommendation to buy
or sell any security or economic sector.

The opinions expressed in this article are those of TruePlan Benefit and Retirement Advisors. Readers are encouraged to consult with a qualified financial advisor to discuss their specific financial situation.
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Total Returns Through June 30, 2025

3 month 1 year : year o year L year

total return total return annualized annualized annualized

total return total return total return
S&P 500 Total Return (US Stocks) 10.94% 15.16% 19.71% 16.64% 13.65%
(Global Stocks) MSCI ACWI Net Total Return 11.53% 16.17% 17.35% 13.65% 9.99%
(International Stocks) MSCI ACWI Ex USA Net Total Return 12.03% 17.72% 13.99% 10.13% 6.12%
(International Developed Stocks) MSCI EAFE Net Total Return 11.78% 17.73% 15.97% 11.16% 6.51%
MSCI Emerging Markets Net Total Return (stocks) 11.99% 15.29% 9.70% 6.81% 4.81%
Russell Midcap Total Return (US mid-cap stocks) 8.53% 15.21% 14.33% 13.11% 9.89%
Russell 3000 Total Return (US broad market stocks) 10.99% 15.30% 19.08% 15.96% 12.96%
Russell 1000 Total Return (US large cap stocks) 11.11% 15.66% 19.59% 16.30% 13.35%
Russell 2000 Total Return (US small cap stocks) 8.50% 7.68% 10.00% 10.04% 7.12%

(Public Real Estate Securities) S&P US REIT Net Total Return -1.45% 71.31% 4.00% 7.35% N/A

(Global Bonds) Bloomberg Global Aggregate IndexReturn 4.52% 8.91% 2.75% -1.16% 1.17%
Bloomberg US Aggregate Bond Index 1.21% 6.08% 2.55% -0.73% 1.76%
Bloomberg US Corporate High Yield Bond Index 3.53% 10.29% 9.93% 5.97% 5.38%
(Cash) Bloomberg US Treasury Bills 1-3 Month Index 1.07% 4.75% 4.66% 2.82% 1.97%
Bloomberg US TIPS Index 0.48% 5.84% 2.34% 1.61% 2.67%
(60740 Global Stock-Bond) iShares Core 60/40 Balanced Allocation 71.41% 12.30% 11.40% 8.19% 6.90%

Source: Ycharts Inc.; data as of June 30, 2025.

TruePlan Benefit and Retirement Advisors® is a marketing name of Healthcare Community Securities Corp., member FINRA/SIPC, and an SEC Registered Investment Advisor. This material has been prepared for
informational purposes only and is not intended to provide, and should not be relied on for, tax, legal or accounting advice. Past performance is not indicative or a guarantee of future returns. The information in
this piece is not a recommendation to invest nor should it be relied upon as instruction to invest.

Please visit our website: trueplanadvisors.com/legal/indices_disclosures for further explanation and detail surrounding the indices referenced within.

This content has been partially generated from an Al language model, which may not always be exhaustive or tailored to individual circumstances. We encourage you to contact one of our experts for more infor-
mation. We assume no liability arising from any use of this content.
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