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Seatbacks and Tray Tables

Over the last few years, investors, economists, and media headlines alike have spent countless hours debating whether the
US. economy was on a flightpath to a hard landing, a soft landing, or something in between — with more than a few having
already begun celebrating a “smooth landing” The common airline refrain “It’s time to return your seatbacks and tray tables
to their upright positions as we prepare for landing” has taken on an economic twist. As the post-Covid economy began

its descent into 2025, the anticipated fiscal challenge of refinancing nearly $10 trillion in maturing Treasury debt warned of
upcoming turbulence.

Amid ongoing concerns over tariff and trade policy uncertainties, this is a less-discussed but critically time-sensitive challenge.
To put this in perspective, this is a staggering 35% of the entire outstanding Federal debt that’s set to mature in the next two
years. The enormity of this task has already started reshaping economic growth, inflation, interest rates, liquidity, and broader
market stability. While media headlines continue to focus on tariffs and trade policy, this may be the proverbial economic
elephant in the room — and will remain a central topic within each “tariff negotiation” for much of the next two years.

Said differently, the terms under which the maturing debt is refinanced will directly impact the cost of funding for future
government policy. If refinancing occurs at higher interest rates, a larger portion of the budget will be consumed by debt
servicing, leaving less room to fund essential services and programs. Conversely, favorable refinancing terms can provide
more fiscal flexibility, allowing for larger resource allocation to other government policy agenda items. This is not just a
routine financial operation — it’s a process that underpins the stability of the US financial system, preserves the nation’s
creditworthiness, and ensures the government can continue to meet its obligations and finance its operations.

US Treasury Debt Maturity Schedule

9,000.00
8,000.00
7,000.00
6,000.00
5,000.00
4,000.00
3,000.00
2,000.00

1,000.00 |III I
0.00 l Ill- B = = = | ]

2025 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 2047 2049 2051 2053

Amount of Debt Maturing ($Billion)

Year

Exhibit 1: While Ongoing Tarriff Negotiations continue to capture the majority of media headlines, we are encouraged to see the pace of
engagement that US. & Foreign officials are applying to trade & debt issuance as part of the ongoing negotiations.
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Over the past five years, US. consumers have faced a whirlwind of macroeconomic challenges, increasing their standard of
living by nearly 25%. Supply chain disruptions, labor shortages and unprecedented fiscal and monetary stimulus have collided
pushing prices higher, leaving consumers and businesses grappling with an increase in expenses which has largely been passed
along to customers. Now, with slowing economic growth and tariff-related inflation present, the question looming is whether
tepid growth and elevated uncertainty across global trade can nudge long-term inflation back toward historical norms
without pulling the US. & global economies into a broader recession.
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Exhibit 2: Costs of living have jumped by nearly 25% over the last 5 years. Far outpacing historical trends of price increases for USS. consumers.
(Source: Factset, BLS)
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Exhibit 3: Consumer prices’ recent increase has far outpaced the historical pace of inflation. For the US. economy to return to a more normal
trend of inflation, periods of deflation are likely necessary — but “too much” deflation has historically coincided with recessionary environments &
contracting economic growth. (Source: Factset, BLS)
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Exhibit 4: Inflation asymmetry’s have resulted in key service costs such as housing, health care and insurance have notably outpaced the inflation,
and periodic deflation, by the cost of goods over the last 3 years.

Tariff-related price increases and a constantly changing list of imported goods have dominated recent economic and

political headlines. Are prices destined to continue rising? One historical and offsetting example would suggest not. Consider
the semiconductor industry. Relentless innovation has continually lowered the price(s) for computer chips and driven
exponential gains in computational efficiency throughout much of modern history. The Nvidia/DeepSeek competition is just
a recent and dynamic iteration. When competitive pressures are coupled with the possibility of export limitations or even
restrictions, the resulting increased availability of leading-edge computer chips starts to mirror the semiconductor industry’s
historical deflationary arc. Could this innovation trend, if it drives improvement in price/performance ratios, spread to other
key sectors and ultimately exert a deflationary pull on the broader economy? It's very possible.
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Exhibit 5: Specific indicators notwithstanding, the general economic trend in the chart from green/positive toward red/negative is evidence of
moderating or even contracting growth for much of the last three years.

(Source: J.P Morgan, Bloomberg Finance L.P, Capital IQ, J.P. Morgan Research Estimates, Institute for Supply Management (ISM), S&P Global, US.
Census Bureau, Conference Bureau, American Association of Individual Invetors (AAIl), National Federation of Independent Business (NFIB),
Company reports. Note: Data pulled as of April 4, 2025. The color shading reflects the range since Nov-2021. NSA = Non-Seasonally Adjusted.

The impressive gains witnessed in certain corners of the market stand in contrast to the broader trend of moderating
economic growth that has developed over the last three years. While select companies, particularly those referred to

as the “Magnificent 7", have driven substantial market capitalization increases recently, many traditional industries and
service sectors have navigated a landscape of slowing demand and cautious investment. This concentration of market
upside among a relatively small number of players indicates that the rising tide hasn't lifted all boats. In fact, numerous
indicators of economic growth have been slowing, such as moderate wage growth, rising unemployment claims, and stalled
manufacturing & production output. The fact that recent market expansion has occurred alongside a general cooling of
economic growth raises questions about the durability and breadth of participation for much of the broader economy.
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Exhibit 7: US. benchmarks through Q1 2025. Percentages represent total return. (Source: Nasdag.com)
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Exhibit 8: While much of recent years market upside was led by strength from companies such as the “magnificent 7", they've also pulled broader
indices precipitously lower amidst recent volatility while the rest of the market (S&P 493) have held up well in comparison.
(Source: J.> Morgan Equity Strategy & Quantitative Research, Bloomberg Finance L.P)
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Looking at the last 10 calendar years, the S&P 500 has outpaced the FTSE Developed U.S. and MSCI ACWI ex U.S. indices in all
but two years (2022 and 2017). This outperformance has resulted in a cumulative total of more than double the international
indexes. The strong U.S. dollar, earnings and valuations have kept U.S. companies attractive to investors for this extended
period. However, so far in 2025, we have seen the international markets positive while the U.S. market has lagged. We believe
the international markets have become more attractive as quality company valuations appear lower than their U.S. market

Counterparts.
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(Source: Morningstar Direct)

FUNDAMENTALS (MAR 31, 2025)
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Exhibit 9: International stock markets versus U.S. stock markets.

(Source: msci.com)

With the backdrop of slowing economic growth having previously limited the broad participation in recent market upside,
we've been very pleased with the resilience demonstrated throughout our balanced and diversified portfolio allocations.

As our airplane continues its approach of the runway, the broader investment landscape is reasonably well suited for a shift
toward greater economic and financial stability. Over the next 18 to 24 months, as the pace of Treasury debt issuance begins
to normalize, and markets digest a record supply of US Treasury bonds, businesses and investors may begin to find a more
predictable environment for implementing previously deferred capital allocation plans. The current uncertainty surrounding
the global economy absorbing this historic amount of debt issuance —compounded by tariff negotiations and bond
market volatility—can gradually give way to clearer signals on longer-term costs of capital and broader economic growth.
The possibility of this emerging clarity, coupled with the potential stabilization in inflation and trade dynamics, will be the
confidence boost business owners and capital allocators alike have needed to begin to pivot from a cautious to a more

opportunistic footing in the years ahead.
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