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A torrent of headlines churned U.S. markets in February, which — bolstered by the
underlying strength of the U.S. economy - closed down but still near record
highs.

A quick rundown of the ongoing tensions:

-The Trump administration’s threat to enact broad-based tariffs on goods imported
from Canada, Mexico and the European Union has created uncertainty for
producers. The effect on the market may be muted thus far by investors’ bias
toward seeing the threats as primarily a negotiating tactic.

-Federal Reserve policymakers remained in “wait and see” mode following mixed
January inflation reports and a number of weak economic growth reports. Until
there is more clarity, this combination of factors will likely stay the hand of the
Federal Open Market Committee (FOMC) from lowering interest rates.

-The release of an Al model from China at the end of January called into question
the U.S.’s Al dominance — and Al-stock valuations — as well as expectations for
related capital expenditures.

-Congressional leaders and the White House are eager to pass a significant
budget, tax and debt limit package, but with their narrow House majority,
Republicans may find achieving consensus difficult, increasing the risk of a
government shutdown.

The S&P 500, which tracks large U.S. companies, finished the month down 1.42%
while the Russell 2000, tracking U.S. small companies, was down 5.45%.

While the U.S. market churned, European stocks have come out strong in 2025
after lagging far behind the U.S. since 2022. Bolstered by deeply discounted
valuations, anticipated peace talks between Russia and Ukraine and talks of
fiscal stimulus in Germany, Euro stocks outperformed U.S. equities year-to-date
by 8.6%.

The bottom line

As expected, the newly empowered administration spent its first full month
vigorously pursuing its policy ideas and setting an agenda, backed by a friendly,
if narrowly so, Congress. The strength of the U.S. economy continues to offer
stability, despite the cacophony of daily headlines driving volatility. The market
expects this volatility to continue - from inflation, interest rates and policy
uncertainty — and has thus far not overreacted.

We hope this update finds you well and if you have any questions, you will not
hesitate to reach out at your earliest convenience.
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Investing involves risk, and investors may incur a profit or a loss. All expressions of opinion reflect the judgment of the Raymond James Chief Investment Officer and
are subject to change. There is no assurance the trends mentioned will continue or that the forecasts discussed will be realized. Past performance may not be indicative
of future results. Economic and market conditions are subject to change. Diversification does not guarantee a profit nor protect against loss. The Dow Jones Industrial
Average is an unmanaged index of 30 widely held stocks. The NASDAQ Composite Index is an unmanaged index of all common stocks listed on the NASDAQ National
Stock Market. The S&P 500 is an unmanaged index of 500 widely held stocks. The MSCI EAFE (Europe, Australasia and Far East) index is an unmanaged index that is
generally considered representative of the international stock market. The Russell 2000 is an unmanaged index of small-cap securities. The Bloomberg Barclays US
Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable bond market. An investment
cannot be made in these indexes. The performance mentioned does not include fees and charges, which would reduce an investor’s returns. Companies engaged in
business related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks
associated with investing in an individual sector, including limited diversification. A credit rating of a security is not a recommendation to buy, sell or hold the security
and may be subject to review, revision, suspension, reduction or withdrawal at any time by the assigning Rating Agency. Bond prices and yields are subject to change
based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. Income from municipal
bonds is not subject to federal income taxation; however, it may be subject to state and local taxes and, for certain investors, to the alternative minimum tax. Income
from taxable municipal bonds is subject to federal income taxation, and it may be subject to state and local taxes. Investing in commodities is generally considered
speculative because of the significant potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods
when prices overall are rising. International investing involves special risks, including currency fluctuations, differing financial accounting standards, and possible
political and economic volatility. Investing in small-cap stocks generally involves greater risks, and therefore, may not be appropriate for every investor. The prices of
small company stocks may be subject to more volatility than those of large company stocks. Material created by Raymond James for use by its advisors.
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