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Q2’25 Investing Insights: Top 3 Reasons to Expect More Gains

By Kostya Etus, CFA®
Chief Investment Officer, Dynamic Asset Management

“The flower that blooms in adversity is the most rare and beautiful of all.”
- The Emperor of China (Pat Morita), “Mulan,” 1998

Key Takeaways

1) What should investors expect after years with strong gains? More gains.
2) What should investors expect after large daily gains or losses? More gains.
3) What should investors expect after a strong May? More gains.

Market Review

The second quarter has been quite a ride. We started out of the gate with more than a 10% drop for
the market (S&P 500) in early April, fueled by tariff fears, putting us near bear market territory
(close to 20% loss from peak). We then saw a negative quarterly economic growth print for GDP,
didn’t get any interest rate cuts from the Federal Reserve (Fed), and finished off the quarter with
bombings in the Middle East. With that much bad news, you would not have expected the market to
be up 11% in the second quarter, reaching all new highs! Combined with the weaker first quarter,
we are still up a solid 6% in the U.S., while international markets continue their rally, up over 18% on
the year.

Let’s take a closer look at the key factors impacting market strength in Q2:

1. Corporate Profits. Let’'s remember that while short-term market volatility may be influenced
by media headlines, over the long-term the market really cares about fundamentals. And
the most fundamental is whether companies are making profits. The first quarter earnings,
which are reported throughout the second quarter, grew by almost 13%. That marks the
second straight quarter of double-digit growth. Furthermore, 78% of companies exceeded
their earnings estimates. While companies are growing profits and beating expectations, the
market has growth potential. (Data from FactSet.)

2. Labor Market. There was chatter of a recession throughout the first half, but nobody told
the labor market. More than 100,000 new jobs were created each month this year, often
beating expectations. Meanwhile, the unemployment rate remains at historic lows, most
recently beating expectations with a 4.1% print. These figures certainly don’t point to a
recession soon and offer solid footing for the economy and market to stand on. (Data from
U.S. Bureau of Labor Statistics)

3. Reduced Fears. Tariffs and inflation are not as bad as expected. Many tariffs have been
delayed or resulted in trade deals, while upward inflationary pressures on products have

2415 E. Camelback Rd., Ste. 700, Phoenix, AZ 85016 | 877.257.3840 | DynamicAdvisorSolutions.com @ Dynamic Advisor Solutions

Investment advisory services are offered through Dynamic Advisor Solutions, LLC, dba Dynamic Wealth Advisors, an SEC registered investment advisor.




@ Dynamic

been mitigated with downward pressures on services. While inflation remains rangebound,
the Fed stays in an accommodative stance.

Meaning there are no interest rate increases on the horizon, and expectations are for two
interest rate cuts in the second half of 2025. This rhetoric provides potential tailwinds for
the markets moving forward.

While the headlines were sensational in the second quarter, the market was more focused on
fundamentals and cooler heads prevailed, as exhibited with solid market returns. Looking forward,
the factors described above will continue to pave the path for potentially more gains, including
continued growth in corporate profits, a healthy labor market, and an accommodative Fed which
remains in a rate-cutting cycle.

Asset Class Returns through Q2 2025

Asset Class Q2 2025 |YTD 2025| 2024 2023 2022 |Index
Global Markets 11.69 10.33 18.02 22.81 -17.96  |MSCI ACWI GR USD
US Market 10.99 5.75 23.81 25.96 -19.21  |Russell 3000 TR USD
US Large-Cap 10.94 6.20 25.02 26.29 -18.11  |S&P 500 TR USD
US Small-Cap 8.50 -1.79 11.54 16.93 -20.44  |Russell 2000 TR USD
Growth Stocks 18.94 8.86 36.07 30.03 -29.41  |S&P 500 Growth TR USD
Value Stocks 3.00 3.28 12.29 22.23 -5.22  |S&P 500 Value TR USD
International Market 12.30 18.32 6.09 16.21 -15.57  |MSCI ACWI Ex USA GR USD
Developed Markets 12.07 19.92 4.35 18.85 -14.01  |MSCI EAFE GR USD
Emerging Markets 12.20 15.57 8.05 10.27 -19.74 |MSCI EM GR USD
Real Estate -0.66 2.00 5.05 11.96 -26.12 |[MSCI US IMI/Real Estate 25-50 GR USD
Aggregate Bonds 1.21 4.02 1.25 5.53 -13.01  |Bloomberg US Agg Bond TR USD
High Yield 3.53 4.57 8.19 13.45 -11.19 [Bloomberg High Yield Corporate TR USD
Short Duration 1.20 2.84 4.03 4.29 -3.82 Bloomberg 1-3 Yr US Treasury TR USD

Source: Morningstar Direct as of 6/30/2025. Past performance does not guarantee or indicate future results.

1) What to Expect after Great Years?

We often say the stock market historically returns about 8-12% per year. But how often has it been
in that range? And how rare are the returns we exhibited the last two years of being up more than
25%? Most importantly, what can we expect for returns following great market years? The answers
to these questions may help investors manage expectations about stock market returns and be
better prepared for the future.

2415 E. Camelback Rd., Ste. 700, Phoenix, AZ 85016 | 877.257.3840 | DynamicAdvisorSolutions.com @ Dynamic Advisor Solutions

Investment advisory services are offered through Dynamic Advisor Solutions, LLC, dba Dynamic Wealth Advisors, an SEC registered investment advisor.




@ Dynamic

To help answer these questions, let’s look at the distribution of calendar year returns, dating back to
1926. You may be surprised by the results:

1. Almost Never 8-12%. The number we quote most frequently turns up the least! This is both
the beauty and the risk of the markets, they are volatile and very unpredictable. That said,
the idea behind this range is that investing is a long-term game. So yes, in any given year the
returns could be all over the place, but if you zoom out at the big picture, about 10% per
year is where you land.

2. Many over 20%. An astounding 38 out of 99 observations are over 20%. This is by far the
largest category for range of returns. And there are only six observations of less than -20%,
so the strong returns are overwhelmingly positive. That said, the second largest observed
range is 0% to -20%.

3. Strong after Great Years. Perhaps most importantly, investing after a great year (over 20%)
has resulted in an average annual return of +10.5%, approximately in line with the historic
long-term average. Thus, it may not matter as much what happened last year, the market
always looks to the future.

Overall, there are 73 total positive returns out of 99 years. This means that more than two thirds of
the time, the market is positive. That is certainly more than a coin flip and an additional reason to
always stay invested. Again, the long-term game is how you beat the house at the game of markets.

Range of Returns for Stocks by Calendar Year
Average Annual Return Jan. 1, 1926 - Dec. 31, 2024

2024

+25.0%
+10.4%

Investing after a year in
which stocks had a great
year resulted in an average
annual return of +10.5%

U.S. Stocks avg annual return (1926-2024):

1929 -8%, 1932 -8%, 1"‘
1934 -1%, 1939 -0.4%,

1940 -10%, 1941 -12%,

1946 -8%, 1953 -1%,
1957 -11%, 1962 -9%,
1966 -10%, 1969 -9%,
1973 -15%, 1977 -T%.

1981 -5%, 1990 -3%,
2000 -9%, 2001 -12%,
2018 -4%, 2022 -18%

, 1931 -43%,

Bear Year
(< -20%)

Lost money
(0 to -20%)

1947 +6%, 1948 +6%,
1956 +7%, 1960 +0.5%,
1970 +4%, 1978 7%,
1984 +6%, 1987 +5%,
1992 +8%, 1994 +1%,
2005 +5%o, 2007 +6%,
2011 +2%, 2015 +1%

1944 +20%, 1949 +19%,
1952 +18%, 1964 +16%,
1965 +12%, 1971 +14%,
6 1972 +19%, 1979 +19%,
1986 +19%, 1988 +17%,
2006 +16%, 2010 +15%,
2012 +16%, 2014 +14%,
2020 +18%

1926 +12%, 1959 +12%,
1968 +11%, 1993 +10%,

2004 +11%, 2016 +12% , 2024 +25%

Less than average

(O to 8%)

Average return
(8% to 12%)

Better than average
(12% to 20%)

Great year
(>20%)

Source: BlackRock’s “Student of the Market,” January 2024. Morningstar as of 12/31/24. U.S. stocks are
represented by the S&P 500 Index from 3/4/57 to 12/31/24 and the IA SBBI U.S. Lrg Stock Tr USD Index from
1/1/26 to 3/4/57, unmanaged indexes that are generally considered representative of the U.S. stock market
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during each given period. Past performance does not guarantee or indicate future results. Index performance is
for illustrative purposes only. You cannot invest directly in the index.

2) What to Expect after the Biggest Daily Moves?

We experienced some extreme market volatility at the start of the second quarter, which is
indicative of huge market swings on any given day. In fact, in April we witnessed one of the largest
four-day declines on record as well as one of the best days on record. It’s always interesting how the
worst and best days seem to cluster. But what happens to the market after these extreme days?
And what can investors expect going forward based on historic trends, let’s take a look:

1. Forward Returns after the Biggest Four-Day Declines. The S&P 500 experienced its 12t
biggest four-day decline since 1950 in April. But looking at the other 14 declines on the list,
we notice that all the forward returns are double-digit positive. Further, the one-year
forward return is an average 34%, the three-year average is 49%, and the five-year average
return is an astounding 112%. It certainly seems like staying invested after these significant
downturn days benefitted investors.

2. Forward Returns after the Biggest One-Day Gains. The very next day after that large four-
day drop, we saw the third biggest one-day gain, with a pop of 9.5%. Looking at the other
gains on the list, the average forward one-year return is 39%, the three-year average is 56%,
and the five-year average is 125%. These averages are even higher than above.

3. Whether Up or Down, It’s Always a Great Time to Invest. One key observation is the
average returns after the big drops are similar to forward returns after the big gains. But it
may not be surprising if you consider another interesting observation that some of the best
days are often clustered with the worst. This reinforces the importance of staying invested
for the long-term and not panic selling or trying to time the market during volatility.

Forward Returns after the Biggest Declines and Gains
S&P 500 Total Returns 1950-2025
(See below)
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Biggest 4-Day % Declines Forward S&P 500 Total Returns
Rank End Date Start S&P End S&P 4-Day % 1-Year 3-Year 5-Year
1 10/19/1987 315 225 -28.5% 28% 55% 119%
2 10/20/1987 305 237 -22.4% 24% 47% 108%
3 10/9/2008 1099 9810 -17.2% 21% 36% 103%
4 3/16/2020 2882 2386 -17.2% 69% 74% 159%
5 3/12/2020 2972 2481  -16.5% 62% 63% 144%
5] 10/10/2008 1057 899 -14.9% 22% 42% 110%
7 10/7/2008 1161 95596 -14.2% 10% 24%, 86%
8 11/20/2008 873 752 -13.8% 49% 73% 164%
9 10/21/1987 298 258 -13.3% 14% 35% 91%
10 8/31/1998 1093 957 -12.4% 40% 23% 13%
11 10/22/1887 283 248 -12 2% 19% 41% 98%
13 7123/2002 906 798 -12.0% 26% 63% 119%
14 10/8/2008 1114 985 -11.6% 11% 25% 88%
15 3/23/2020 25289 2237 -11.5% 78% 85% 174%
| 5&P500: Biggest 1-Day % Gains and Forward Total Returns (1950 - 2025) _|
Biggest 1-Day % Gains Forward S&P 500 Total Returns
Rank End Date Start S&P End S&P 1-Day 1-Year 3-Year 5-Year
1 10/13/2008 899 1003 11.6% 10% 28% 90%
2 10/28/2008 849 941 10.8% 14% 46% 109%
4 3/24/2020 2237 2447 9.4% 62% 70% 155%
5 3/13/2020 2481 2711 9.3% 48% 49% 120%
6 10/21/1987 237 258 9.1% 14% 35% 91%
7 3/23/2008 769 823 7.1% 46% 64% 106%
8 4/6/2020 2489 2664 7.0% 56% 62% 106%
9 11/13/2008 852 911 6.9% 23% 48% 118%
10 11/24/2008 800 852 6.5% 33% 46% 136%
11 3/10/2008 677 720 6.4% 63% 103% 189%
12 11/21/2008 752 800 6.3% 40% 59% 151%
13 3/26/2020 2476 2630 6.2% 54% 58% 135%
14 3/17/2020 2386 2529 6.0% 60% 63% 142%
15 7/24/2002 798 843 5.7% 18% 54% 96%

Source: Bilello.Blog by Charlie Bilello: “The Week in Charts” (4/14/25). Past performance does not guarantee or
indicate future results.

3) What to Expect after One of the Best Mays?

There is an old investing adage that goes “Sell in May and Go Away.” The story behind it suggests
that stock market seasonality has historically favored winter and spring months (November 1 to
April 30), while the summer and fall struggle (May 1 to October 31).
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There may be some intuitive reasoning to favor winter months, which are heavy with key holidays
and shopping events, while the summer lull sets in with more vacations and lower trading volumes.
But what does data show about historic returns during these date ranges? And what does this year’s
May performance say about what to expect going forward? Let’s explore:

1. Does the theory hold? According to BlackRock research, looking back to 1926, the average
return from May 1 to October 31 has been 4.3%, while the return from November 1 to April
30 has averaged 7.4%. This is quite a wide margin. But note, a 4.3% return is still strong for a
six-month period on an absolute basis, particularly when considering compounding. It
certainly would not suggest that you sell out of the market.

2. What if there is a strong May? After three consecutive months of losses to kick off 2025, we
saw a strong 6.3% rebound in May. It was the second strongest May on record (see table
below). Interestingly, of the other nine top Mays, seven had very strong double-digit returns
through the end of the year. So, I’'m going to coin a new saying: “If there is a strong May,
you are here to stay!”

3. Does it matter? While it may be fun to analyze this type of data, it has little impact on long-
term investment returns. As mentioned, even seasonally weaker months produce positive
returns on average, and there are significant risks of missing out on those returns.
Remember that staying invested and diversified for the long-term provides the best chances
of achieving your investment objectives.

Stay diversified, my friends.

Returns after the “Best” Mays
S&P 500 Total Returns During Specific Years Since 1926

Next 7 months

(Jun-Dec)
1990 9.8 -6.6
2025 6.3 ?
1997 6.1 15.5
1985 5.8 14.2
2009 5.6 22.8
1986 3.3 -0.1
2003 5.3 16.6
1980 5.1 25.6
1950 5.1 14.1
2024 5.0 12.3
Average 5.9 12.7
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Source: BlackRock’s “Student of the Market,” June 2025. Morningstar as of 5/31/25. U.S. Stocks are
represented by the S&P 500 TR Index. Past performance does not guarantee or indicate future results. Index
performance is for illustrative purposes only. You cannot invest directly in the index.

As always, Dynamic recommends staying balanced, diversified and invested. Despite short-term
market pullbacks, it’s more important than ever to focus on the long-term, improving the chances
for investors to reach their goals.

Should you need help navigating client concerns, don’t hesitate to reach out to Dynamic’s Asset
Management team at (877) 257-3840, ext. 4 or assetmanagement@dynamicadvisorsolutions.com.

Disclosures

This commentary is provided for informational and educational purposes only. The information,
analysis and opinions expressed herein reflect our judgment and opinions as of the date of writing
and are subject to change at any time without notice. This is not intended to be used as a general
guide to investing, or as a source of any specific recommendation, and it makes no implied or
expressed recommendations concerning the manner in which clients” accounts should or would be
handled, as appropriate strategies depend on the client’s specific objectives.

This commentary is not intended to constitute legal, tax, securities or investment advice or a
recommended course of action in any given situation. Investors should not assume that investments
in any security, asset class, sector, market, or strategy discussed herein will be profitable and no
representations are made that clients will be able to achieve a certain level of performance, or avoid
loss.

All investments carry a certain risk and there is no assurance that an investment will provide positive
performance over any period of time. Information obtained from third party resources are believed
to be reliable but not guaranteed as to its accuracy or reliability. These materials do not purport to
contain all the relevant information that investors may wish to consider in making investment
decisions and is not intended to be a substitute for exercising independent judgment. Any statements
regarding future events constitute only subjective views or beliefs, are not guarantees or projections
of performance, should not be relied on, are subject to change due to a variety of factors, including
fluctuating market conditions, and involve inherent risks and uncertainties, both general and specific,
many of which cannot be predicted or quantified and are beyond our control. Future results could
differ materially and no assurance is given that these statements or assumptions are now or will
prove to be accurate or complete in any way.

Past performance is not a guarantee or a reliable indicator of future results. Investing in the markets
is subject to certain risks including market, interest rate, issuer, credit and inflation risk; investments
may be worth more or less than the original cost when redeemed.

Investment advisory services are offered through Dynamic Advisor Solutions, LLC, dba Dynamic
Wealth Advisors, an SEC registered investment advisor.
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