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Average S&P 500 Returns

Following Spikes in U.S. Policy Uncertainty
(1985-Feb. 2025, Monthly)
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It's one thing to know that the stock market can be --and is-- volatile. It's another
thing to be able to stay calm and use periods like this as opportunities for future
growth as opposed to selling. One can never know for certain when periods of
volatility will end, and the reasons for volatility always seem worse than past
periods from which we have recovered.

Our most recent Weekly Market Update was a chart of our current level of policy
uncertainty, which showed levels are now higher than at any time since the worst
of the pandemic. Even worse than during the depths of the Financial Crisis. Put
into numbers, our current reading sits at 233. And why not? Daily headlines on
tariffs and their potential impact on growth and inflation, but also policy changes
around immigration, regulatory and energy policy, and the growing threat of a
government shutdown all combine to create an environment where clarity is
sorely lacking. Within this environment, sellers of stocks become more motivated
than buyers, resulting in falling prices. And when business owners and
consumers do nothing, economic activity slows. Not a good combination.

Yet, we also know periods like this pass, so we wanted to provide a chart showing
the forward returns from past periods of policy uncertainty. This week's chart
shows returns for one month ahead, three months ahead, six months ahead and
12 months ahead when the uncertainty index is below 150, between 150 and 179,
and above 180. We would note that one-month forward returns are a bit mixed,
although still positive, as the highest levels of policy uncertainty had lower returns
than 150-179 and about equal to below 150. This might reflect the fact that
higher levels of policy uncertainty can take a bit longer to resolve themselves.

However, look at what happens as we move further out from the uncertainty
period. Forward returns begin to show materially higher levels for investors willing
to buy during high levels of policy uncertainty. As always, past performance is no
guarantee of future returns, but this is a reminder that equity price declines
triggered by an increase in policy uncertainty have historically resolved
themselves and rewarded investors.

One could reasonably look at the current period of policy uncertainty and think it
might last a bit longer based on the number of policies in a state of change. One
could also reasonably look at the speed at which we are moving on several policy
fronts and conclude the risk of a mistake is high. One might even consider
current actions and raise the possibility of a recession. Yet, history would also
indicate we should consider the possibility of opportunities for the longer term.
We remain more optimistic than pessimistic.



https://thestatement.bokf.com/articles/2025/By-the-Numbers_030725
https://thestatement.bokf.com/articles/2025/By-the-Numbers_030725
https://thestatement.bokf.com/articles/2025/03/is-the-us-headed-for-stagflation
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Domestic Equities

U.S. stocks saw some relief Friday after three weeks of decline that took
major indices into correction territory. The S&P 500 Index fell 10% from
Feb. 19 to intraday Thursday. Small-caps and growth stocks
underperformed during this time, while value stocks outperformed, but also
saw losses.

The rally came on the heels of Democrats taking the threat of a
government shutdown off the table by agreeing to advance a Republican
measure to fund the government through the end of the year.

Friday morning, the University of Michigan's closely watched consumer
sentiment index fell sharply from last month to its lowest level since 2022,
with consumers citing high uncertainty around government policies and
other economic factors such as inflation and high interest rates.

International Equities

Foreign stock markets are on a roller-coaster ride amid uncertainty around
the U.S. administration's tariff policies. Tariffs on steel and aluminum
imports began Wednesday, triggering multiple retaliatory tariff threats from
U.S. trade partners.

Developed markets fell, led by weakness across European markets, as
trade tensions continued to build. In economic news, the Bank of Canada
cut its policy rate by 0.25% to help offset the damage from the U.S.-Canada
trade conflict. Japan's gross domestic product (GDP) grew by 2.2% over
the last year, higher than the 1.2% rise in the third quarter.

Emerging markets relinquished some of last week's gains as weakness
across Asian markets sent the index lower. Chinese stocks rallied on Friday
amid renewed optimism that policymakers will announce new initiatives to
boost consumer spending after the government set an ambitious
economic growth target of 5% for this year.
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Bonds

. U.S Treasury yields were marginally higher for the week over concerns that

tariffs will be inflationary.

. Credit spreads continued to widen, with the Option-Adjusted Spread (OAS)

on the Bloomberg US Corporate High Yield Index briefly breaking above the
September wides.

. Short-term U.S. Treasury breakevens were essentially unchanged for the

week despite softer CPl and PPI data..

. Municipal bonds continue to lag U.S. Treasuries, especially at the long end,

with a flood of new supply hitting the market as municipalities rush to bring
new deals to market ahead of potential policy changes. So far this year,
around $100 billion in new issuance has come to market, which is about
27% higher than this time last year.

. Internationally, the Bank of Canada cut its main policy rate by 0.25% to

2.75%, down 2.25% from the 2024 highs.

Economics

. On Wednesday, year-over-year CPl came in at 2.8%. This was below
consensus estimates of 2.9% and below last month's reading of 3.0%. Core
CPI, which excludes food and energy, also came in lower than expected, at
3.1%. The better-than-expected reading signaled that the Federal Reserve
could possibly resume its interest rate cuts later this year.

. On Thursday, jobless claims also came in slightly lower than anticipated at
220,000, below estimates of 230,000 and last week's revised reading of
222,000.

. The Federal Reserve will conclude its March meeting on Wednesday, March

19, and announce its decision on interest rates. Although the recent CPI
report is encouraging, the Fed has expressed concern about increasing
inflation following the implementation of tariffs.
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For Week Ending March 14, 2025

Markets
Change From Change From Change From
Last Price Prior Week Year End Year Ago
Capital Markets
Dow Jones Industrial Avg 41,488.19 -3.0% -2.1% 8.5%
S&P 500 Index 5,638.94 -2.2% -3.9% 10.9%
NASDAQ Composite 17,754.09 -2.4% -7.9% 10.9%
S&P 400 Midcap Index 2,927.15 -1.9% -5.9% 1.5%
S&P 600 Smallcap Index 1,279.85 -2.6% -8.8% 1.6%
MSCI EAFE 8,841.89 -1.1% 9.4% 8.4%
MSCI Emerging Markets 599.46 -0.7% 4.5% 9.3%
Bloomberg US Agg 2,234.58 -0.1% 2.1% 5.1%
Bloomberg Municipal 5 Yr 499.74 -0.3% 1.0% 2.3%
Bloomberg US Corporate 3,343.99 -0.3% 1.7% 5.3%
Bloomberg Glb Agg ex US Hdg 588.07 -0.2% -0.8% 4.2%
Bloomberg High Yield 2,712.14 -0.7% 1.1% 8.4%
MSCI US REIT Index 2,299.07 -2.9% -0.5% 10.0%
Bloomberg Commodity Index 255.66 0.2% 7.1% 11.2%
Last Price/Yield Prior Week Year End Year Ago
Key Rates
Fed Funds Target 4.50% 4.50% 4.50% 5.50%
3-Month Treasury 4.29% 4.30% 4.31% 5.39%
1-Year Treasury 4.07% 4.04% 4.14% 5.06%
2-Year Treasury 4.02% 4.00% 4.24% 4.69%
5-Year Treasury 4.09% 4.09% 4.38% 4.29%
7-Year Treasury 4.20% 4.20% 4.48% 4.30%
10-Year Treasury 4.31% 4.30% 4.57% 4.29%
30-Year Treasury 4.62% 4.60% 4.78% 4.43%
Consumer Rates
30-Year Mortgage 6.71% 6.70% 7.28% 5.83%
Prime Rate 8.25% 8.25% 8.25% 9.25%
SOFR 4.30% 4.34% 4.49% 5.31%
Commodities
Gold (spot) 2,984.16 2,909.10 2,624.50 2,162.19
Crude Oil WTI 67.18 67.04 71.72 81.26
Gasoline 3.08 3.10 3.06 3.44
Natural Gas 4.10 4.40 3.63 1.74
Copper 4.87 4.68 4.03 4.04
P/E P/E Price to Current Div
Forward Trailing Book Yield
Index Characteristics
Dow Jones Industrial Avg 19.30 20.88 536 1.75
S&P 500 20.46 22.90 4.84 1.45
S&P 500 Value 17.20 18.79 3.26 2.20
S&P 500 Growth 23.86 27.74 8.61 0.77
NASDAQ 25.18 30.88 6.39 0.82
S&P Midcap 400 15.13 16.29 2.40 1.87
S&P Smallcap 600 14.48 15.07 171 2.63
MSCI EAFE 14.50 15.80 2.00 3.24
MSCI Emerging Markets 12.03 13.93 1.74 2.63

Source: Bloomberg
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Economic Data

Last Release Year Ago
Inflation
CPI Headline Inflation 2.8% 3.2%
CPI Core Inflation 3.1% 3.8%
Personal Consumption Exp (PCE) Core 2.6% 3.1%
Jobs
Unemployment Rate (U3) 4.1% 3.9%
Broader Unemployment Rate (U6) 8.0% 7.3%
JOLT Survey (in millions) 7.74 8.47
Jobless Claims (000's) 220 212
Change in Non-Farm Payroll (000's) 151 222
Average Hourly Earnings (Y/Y % Change) 4.0% 4.2%
Consumer & Spending
Consumer Confidence (Conf Board) 98.3 104.8
Consumer Spending ($ Bil) 20,382 19,308
Consumer Credit ($ Bil) 5,007 5,039
Retail Sales ($ Bil) 724 695
Housing
Housing Starts (000's) 1,366 1,376
Case-Shiller Home Price Index 323.22 311.02
U.S. Productivity
Real Gross Domestic Product ($ Bil) 23,536 22,961
Quarter over Quarter Change 2.3% 3.2%
Year Over Year Change 2.5% 3.2%
ISM Manufacturing 50.30 47.60
Capacity Utilization 77.77 77.19
Markit US Composite PMI 51.60 52.50
U.S. General
Leading Economic Indicators 101.5 104.2
Trade Weighted Dollar Index 126.2 120.6
EUR/USD 1.09 1.09
JPY /USD 148.64 148.33
CAD / USD 0.70 0.74
AUD / USD 0.63 0.66

S&P 500 Sector Returns
1 Month YTD

Health Care 0.10% 5.44%
Eneray 0.03% 4.85%
Utilities -0.27% 4.21%
Materials -4.29% 2.28%
Real Estate -1.37% 1.97%
Consumer Staples -3.39% 1.92%
Financials -6.29% 0.48%
Industrials -4.64% -0.43%
Communication Services -11.14% -3.21%
Information Technoloay -10.77% -9.33%
Consumer Discretionary -14.50% -13.67%
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security, strategy or investment product, nor is it intended to provide personal investment advice. It does not take into account any specific investment objectives, financial situations, or particular needs of any specific person who may receive this report. The information
Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed in this report and should understand

Investments are not insured by the FDIC and are not guaranteed by any bank or bank affiliate. Investments are subject to risks, including the possible loss of the principal amount invested. This report may not be reproduced, redistributed, retransmitted or disclosed, or referred to in any publication, in whole or in part, or in any form or manner,

without the express written consent of BOKF. Any unauthorized use or disclosure is prohibited.



Disclosures © BOK FINANCIAL

The information provided herein was prepared by the Investment Management team of BOKF, NA. BOKF, NA is the bank subsidiary of BOK Financial Corporation
(BOKF), a financial services holding company (NASDAQ:BOKF). BOKF offers trust and wealth management services through its subsidiaries including BOKF, NA
(and its banking divisions Bank of Oklahoma, Bank of Texas, Bank of Albuquerque, and BOK Financial) and investment advisory services through its non-bank
subsidiaries, Cavanal Hill Investment Management, Inc., and BOK Financial Private Wealth, Inc., each an SEC registered investment adviser, and BOK Financial
Securities, Inc., also an SEC registered investment adviser and registered broker/dealer, member FINRA/SIPC (each an “Investment Affiliate”) (collectively,
“BOKF”). Distribution of this document is intended for informational purposes. Information contained herein has been obtained from sources believed to be reliable,
but not guaranteed. The opinions expressed herein reflect the judgment of the author(s) as of the date prepared and are subject to change without notice and are
not a complete analysis of any sector, industry, or security regardless of the date on which the reader may receive or access the information. The information
provided is intended to be educational in nature and not advice relative to any investment or portfolio offered through an Investment Affiliate, and does not
constitute any form of regulated financial, legal, or tax advice, or other regulated financial service. The content provided herein is not a solicitation for the
investment management services of any Investment Affiliate, nor is it intended to constitute a recommendation for, or advice to, any specific person on behalf of
any Investment Affiliate, as it does not take into account the financial objectives, situation, or needs of any specific person. This information is provided on the
understanding that the recipient has sufficient knowledge and experience to be able to understand and make their own evaluation of said content, any risks
associated therewith, and any related legal, tax, accounting, or other material considerations. Recipients should not solely rely on this material in making any future
investment decision. To the extent that the recipient has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or
situation, they are encouraged to consult with a qualified lawyer, accountant, or financial professional.

This document may contain forward-looking statements that are based on management's beliefs, assumptions, current expectations, estimates, and projections,
the securities and credit markets and the economy in general. Words such as "anticipates," "believes," "estimates," "expects," "forecasts," "plans," "projects,"
variations of such words and similar expressions are intended to identify such forward-looking statements. Management judgments relating to and discussion of the
value and potential future value or performance of any security, group of securities, type of security or market segment involve judgments as to expected events
and are inherently forward-looking statements. These statements are not guarantees of future performance. Likewise, past performance is not a guarantee of future
results. This content is prepared for the use of the Investment Affiliates and their clients and prospective clients, and may not be reproduced, redistributed,
retransmitted or disclosed, or referred to in any publication, in whole or in part, or in any form or manner, without the express written consent of BOKF or BOKF,
NA. Any unauthorized use or disclosure is prohibited. Receipt and review of this document constitutes your agreement not to redistribute, retransmit, or disclose to
others the contents, opinions, conclusion, or information contained herein. This report should not be distributed without the attached disclosures, and is considered
incomplete if the disclosures are not attached.

*This chart is for illustrative purposes only and not indicative of any actual investment.
Asset allocation, diversification, and rebalancing do not ensure a profit or protect against loss in declining markets. Investing involves risks, including possible loss
of principal, and there is no guarantee that investment objectives will be achieved.
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