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Red Light, Green Light...Yellow Light?

Despite heightened policy uncertainty, equities bounced back during the second
quarter as markets decided to look through the potential effects of tariffs.
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Past performance does not guarantee future results.
As of June 30, 2025 | Source: Bloomberg, S&P and AllianceBernstein (AB)

However, the Fed has not done the same: fiscal policy uncertainty remains
top of mind...and keeps them on pause.

“You can see perhaps a very,
very slow continued cooling
[in labor], but nothing that’s
troubling at this time. But, you
know, we watch it very, very
carefully. We don’t know with
any confidence where they
[tariffs] will settle out.”

Inflation Growth

“In particular, we feel like
we're going tolearna

great deal more over the
summer on tariffs. We hadn’t
expected [inflation rates] to
show up much by now, and
they haven’t, and we will see
whether they do over the
coming months.”

“Following growth of 2.5
percent last year, GDP was
reported to have edged down
in the first quarter, reflecting
swings in net exports that
were driven by businesses
bringing inimports ahead of
potential tariffs.”
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While our base case is for a continued soft landing, we also believe markets
are not pricing in enough macro risk.

Looking ahead, we expect
tariffs to startimpacting
the hard data. Pre-

tariff inventories, trade
workarounds and company
absorption have minimized
inflationary effects so far,
but we don't anticipate this
will last. We foresee three
tariff scenarios: two that
are likely to weigh on equity
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What to keep an eye on: the labor market will likely be the lynchpin for when,
and how far, the Fed can cut rates.
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I The second-quarter rally boosted many first-quarter laggards. I Corporate finances are healthy and yields remain high.
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A Word About Risk—Market Risk: The market values rise and fall from day to day, so investments may lose value. Interest-Rate Risk: Fixed-income securities may lose value if interest rates rise or fall—long-term securities tend to rise and fall more than
short-term securities. The values of mortgage-related and asset-backed securities are particularly sensitive to changes in interest rates due to prepayment risk. Credit Risk: A bond’s credit rating reflects the issuer’s ability to make timely payments of interest
or principal—the lower the rating, the higher the risk of default. If the issuer’s financial strength deteriorates, the issuer’s rating may be lowered and the bond’s value may decline. Inflation Risk: Prices for goods and services tend to rise over time, which may
erode the purchasing power of investments. Derivatives Risk: Investments in derivative instruments such as options, futures, forwards or swaps can be riskier than traditional investments, and may be more volatile, especially in a down market. Leverage Risk:
Trying to enhance investment returns by borrowing money or using other leverage tools can magnify both gains and losses, resulting in greater volatility.

The information herein reflects prevailing market conditions and our judgments, which are subject to change, as of the date of this document. In preparing this document, we have relied upon and assumed, without independent verification,
® the accuracy and completeness of all information available from public sources. Opinions and estimates may be changed without notice and involve a number of assumptions that may not prove valid. There is no guarantee that any
forecasts or opinions in this material will be realized. Information should not be construed as investment advice.
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