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The stock and bond markets continued to provide yet more gains in the recent quarter. The S&P
500 index of U.S. large-company stocks returned an additional 2.7% while U.S. small company
stocks produced a slightly lower return of 2.2% (Russell 2000 small-cap index). International
stocks outperformed with a return of 4.5% (EAFE index). Even bonds produced a respectable
gain of 1.1% (Barclays U.S. Aggregate Bond index).

Results for the full year of 2025 were unexpectedly strong. For the year, U.S. large company
stocks finished with an 18% return while small company stocks produced a 13% return.
International equities had a stunning year with a solid gain of 28%. Stocks of many international
markets were priced more reasonably compared to the high valuations of U.S. stocks. In
addition, a weaker U.S. dollar contributed to the return of holdings valued in foreign currencies.
Bonds contributed well to overall performance during the year with a return of 7.3%.

Looking ahead, we could see some volatility as investors worry about the Fed’s continued easing
of interest rates since inflation is exceeding the Fed’s target. More uncertainties include the
status of U.S. labor data which shows some weakening and we are seeing some slowing growth
in corporate earnings. In addition, midterm elections and the wavering valuations of Al
investments could cause more volatility. Whether political or economic, uncertainty generates a
lot of noise.

The bottom line is that the short-term movements of the investment markets are impossible to
consistently predict. Importantly, we would like to underscore the significance of viewing
investment performance from the perspective of long-term wealth planning. This broader lens is
critical in keeping you on track to meet your overall financial and life goals and in not
overestimating the impact of short-term results. We believe our portfolios are well positioned to
generate solid returns over a five-year horizon, but we think it is prudent to be prepared for
potentially increased market volatility and downside risk over the shorter term. Patience,
perspective, and discipline are necessary for long-term investment and financial success.

As always, please do not hesitate to call us if you have any questions or if we can assist you in
any way.
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