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MARKET COMMENTARY

Equity Review

The month of March closed out the first quarter of 2025 on

a weaker note, with negative returns across the major U.S.
equity indices. However, not all stock strategies followed suit.
In fact, there were several noteworthy developments worth
highlighting:

1. Mega-cap Underperformance:

Large-cap tech and growth leaders trailed the broader market.
The Market-Cap-Weighted S&P 500 declined -4.48% for the
quarter, while the Equal-Weighted version of the index posted
a modest -0.61% decline—highlighting the drag from top-
heavy names.

2. Growth vs. Value Divergence:

Growth stocks significantly underperformed their value
counterparts. The Russell 1000 Growth Index fell -9.97%, while
the Russell 1000 Value Index gained +2.13%, marking one of
the widest spreads in recent memory.

3. Dividend Strength:

Income-focused strategies held up well, with the S&P High
Dividend Total Return Index gaining +3.43% for the quarter.

After two years of dominance led by U.S. large-cap growth
stocks, a pullback is not surprising in hindsight. But this shift
isn't solely a matter of growth versus value: it's a broader story
about position sizing and concentration risk.

Fixed Income Review

Overall, fixed income shined in the first quarter with the U.S.
Aggregate Bond Index returning over 2 2% as interest rates
largely drifted lower. Municipal bonds, however, bucked

that trend. A steady sell-off into quarter-end left munis, as a
class, in slightly negative return territory. Demand, for once,
could not keep up with the strong new issue supply, leading to
higher rates. That has pushed relative value ratios (tax-exempt
to Treasury yield) into cheap readings for buyers looking to
pick up attractive comparable tax-free returns.

Corporate credit spreads have widened some in recent weeks
(both investment-grade and high-yield) but are still quite
narrow from a historical standpoint. Given the potential risks
posed by a wide-scale trade war breaking out, current spread
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Over the past year, we've emphasized the importance

of understanding the risks associated with concentrated
exposures—particularly when a small number of stocks
comprise an outsized portion of an index or portfolio. For
example, while the S&P 500 Market-Cap-Weighted and
Equal-Weighted indices include the same companies, the
former has over 33% of its weight in just 10 names. As recent
performance shows, this creates heightened vulnerability
when those names falter.

Looking Ahead: Staying Disciplined
Throug‘h Volatility

So, what does this mean for the outlook?

We remain constructive on equities as a long-term asset

class for capital appreciation. However, participating in that
long-term upside requires having the appropriate level of risk
exposure and the discipline to stay invested through market
turbulence. Volatility can be unsettling—but it can also be an
opportunity. History shows that jumping in and out of markets
based on short-term moves often leads to subpar returns. In
contrast, using volatility to add high-quality positions or to
rebalance your portfolio can be a powerful way to compound
wealth over time.

Now is an excellent time to revisit your asset allocation, risk
profile, and long-term goals. When those are aligned, staying
the course becomes easier—and you're better positioned to
take advantage of market dislocations when they arise.

levels, particularly on junkier, speculative-grade companies,
do not seem to reflect a great deal of investor concern.

That could be problematic for high-yield investors who may
find that they really own more of an “equity-like” security if
profitability, and ultimately, the ability to service debt were to
weaken significantly and spreads rapidly expand.

Our focus on the taxable bond side has continued to favor
larger and higher quality, investment-grade companies for just
that reason. If we do see a slowing in economic growth, those
are the borrowers that have the strongest balance sheets and
the financial flexibility to continue to adequately meet their
debt obligations. As a bond investor, that's what matters most.
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YTD | Major Index Returns

VAL

® S&P 500 Total Return -5.63%
Russell 1000 Value Total Return -2.78%

® Russell 1000 Growth Total Return -8.42%
MSCI ACWI Ex USA Net Total Return -0.23%

® Dow Jones Industrial Average Total Return -4.06%
@ MSCI Emerging Markets Total Return 0.67%

5.00%

-4.06%
-5.00%
-5.63%

-8.42%

-10.00%
Mar 3 Mar 10 Mar 17 Mar 24 Mar 31

Date Range: 02/28/2025 - 03/31/2025

Past performance is not indicative of future returns. You cannot invest directly in an index.
Apr1,2025,5:18 PM EDT Poweredby Y CHARTS

1 4¢

We don't prognosticate macroeconomic factors, we re looking at our companies from

a bottom-up perspective on their long-run prospects of returning.

- Mellody Hobson
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OVERVIEW
Key Moves

Equity Market Moves
02/28,/2025 - 03/31/2025

S&P 500:
5954.5 to 5611.85 (down 342.65)

Dow Jones:
43840.91 to 42001.76 (down 1839.15)

NASDAQ:
18847.28 to 17299.29 (down 1547.99)

Fixed Income Market Moves
02,/28,/2025 - 03/31/2025

2-Year Treasury:
3.99% to 3.89% (down 10 bps)

10-Year Treasury:
4.24% to 4.23% (down 1 bps)

10-Year A-rated Corporate:
5.02%to 5.10% (up 8 bps)

10-Year AAA-rated Municipal:
2.91% 1o 2.86% (down 5 bps)
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Equities

Stonebridge’s equity investment style provides a method for growth and
income generation. Within this style, we utilize three equity strategies to
invest in industry-leading, domestic companies with solid fundamentals.
Principally, we focus on large-cap equities because they are more mature
companies who offer attractive growth potential and generally experience
lower volatility.

Our equity strategies are designed to achieve varying client investment
goals and risk tolerances.

LARGE CAP GROWTH
est. January 2001

GROWTH & INCOME
est. March 2015

DIVIDEND INCOME
est. March 2011

Fixed Income

Stonebridge’s approach to fixed income seeks to provide principal
protection, asset liquidity and income generation. We manage two fixed
income strategies - taxable bond and tax-exempt municipal bond - that
both utilize individual securities, and are broadly diversified across

sectors and issuers. We maintain a conservative risk profile, focusing on
investment-grade credit. Individual security selection is made through a
bottom-up approach that identifies relative value among issuers within each
sector.

Our fixed income strategies are custom tailored to meet each individual
client’s unique investment goals and income requirements.

TAXABLE
est. December 1998

TAX-EXEMPT
est. June 1997
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Important Disclosure Information
All information herein is as of April 2, 2025, unless otherwise indicated.

The views expressed here reflect those of Michael Dashner;, CIA, Jon Lynn, Brent Mellum, CIA, and the Stonebridge Capital
Advisors Investment 1eam, as of the date noted. They may change as economic fundamentals and market (()11(/1[1()115 change.
This commentary is provided as a general source of ‘information onl /v and is not intended to provide investment advice for
individual investor circumstances. Past performance does not guarantee future resulls.
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should not be construed as financial or investment advice, nor should any information in this document be relied on when
making an investment decision. The views and opinions expressed are those of the authors, Stonebridge Director of Lquity
and Stonebridge Director of Fixed Income, as of the date noted and are subject to change.

There can be no assurances that any of the trends described herein will continue or reverse. Past events and trends do

not imply, predict or guarantee, and are not nec essarily indicative of luture events or results. Unless otherwise noted,
information included is presented as of the dates indicated. This document contains information that may change at any
time without notice. Stoncbridge Capital Advisors docs not have any responsibility to update the document to account for
such changes.

Certain information presented in this document may be “lorward-looking” in nature. Due (o various risks and uncertainties,
actual events or results may differ materially from those reflected in such lorward-looking statements. As such, undue
refiance should not be placed on such forward-looking statements, which may be identified by the use of terminology
including; but not limited to, “anticipate”, “believe”, “contend’, “continue’, “expect’, “estimate”, “forecast’, “project’,
“should’, “target”, or the negatives thereof or other variations or comparable terminology.
Risk Considerations
lorecasts and targets are based on certain assumptions and on our current views ol market and economic conditions, which
are subject to change. There can be no assurance that any investment strategy will be successlill and meet its investment
objectives. Investments fluctuate with changes in market and economic conditions and across different environments due
to multiple factors, some of which may be unpredictable. Asset allocation and diversification do not guarantee investment
returns or eliminate risk of loss. All investing involves risks, including the possibility of a loss of principal. Past perlormance
Is not necessarily indicative of future results.

Additional information may be available upon request.
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