) Milliman

Milliman Financial Risk Management
MARKET COMMENTARY - JUNE 2025

2Q 2025 MARKET RECAP

e U.S. equities experienced pronounced style and size divergence
in Q2 2025, rebounding quickly from a brief correction
that pushed the S&P 500 into bear market territory amid
tariff concerns. With the pause of major tariffs and easing
geopolitical tensions, stocks recovered swiftly, and the S&P
500 ended the quarter up nearly 11% - its best quarterly
performance since Q4 2023 - and reaching a new record high.

e Large-cap stocks, particularly mega-cap technology and
communication stocks, were clear winners in Q2 2025.

o After a weak Q1, the “Magnificent 7" rebounded sharply in
Q2, with the Bloomberg Mag 7 Index rising 21%, driven by
strong Al-related capital spending and solid earnings from
tech leaders like Nvidia, Microsoft, and Meta.

e The Industrials sector also put in a strong showing over
the quarter, contributing a significant 1.2% to the overall
market return. The ongoing global push to bring supply
chains closer to home (reshoring) to reduce geopolitical
risk and efforts to expand digital infrastructure continued
to benefit industrial companies.

o Despite a strong start to 2025, the Energy sector
experienced a significant decline in the second quarter,
ultimately becoming the worst-performing sector.

The announcement of tariffs disrupted global growth
projections, while planned OPEC+ production increases
and robust non-OPEC+ supply further contributed to the
sector’s weak performance.

e Health Care stocks continued their decline throughout
the second quarter. Although there was an initial shift
toward defensive sectors early in the quarter, investors
subsequently moved away from these sectors in favor of
growth stocks, further pressured by ongoing policy and
regulatory scrutiny.

e Small- and mid-cap stocks significantly underperformed large
caps in Q2 2025. Although the market recovered and tariff
concerns eased, smaller companies—typically more sensitive
to economic uncertainty—were more heavily impacted by
initial tariff fears.

e |n contrast to their growth counterparts, value stocks—more
sensitive to economic trends—widely lagged, highlighting
investors’ strong preference for high-growth, tech-focused
areas amid improving market sentiment.
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Unless otherwise noted, data is sourced from Bloomberg. The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax, accounting or other
advice. The recipient should not act on any information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisors. Use of such information is
voluntary and should not be relied upon unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.
The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. Any reference to a market index is included for illustrative purposes only, as it
is not possible to directly invest in an index. Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account for the deduction of management fees or transaction costs generally
associated with investable products, which otherwise have the effect of reducing the results of an actual investment portfolio.
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e The second quarter of 2025 was a complex and volatile Treasury Yield Curves Fixed Income Sector Returns
period for U.S. Treasury yields, driven by a confluence of 022025
factors including evolving tariff policies and the ongoing 5.5%
trajectory of inflation and economic growth. 4.0%
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plans were paused or scaled back, and as economic data 30% =
showed some softening (including a downward revision to ’ ‘,é' 150
Q1 GDP growth), the 10-year Treasury yield declined later 25% ’ 12%
in April and saw weekly drops, eventually settling around 1.0% 08%
4.23% by the end of June. The 2-year Treasury yield also 20%
fell, reaching its lowest level since early April. 0 5 10 15 20 25 30 0.5%
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curve steepened. While short-term yields were pulled down 273172028 lteastryICUn e R l6 780720 blIreastyjClve 0.0%
by rising growth concerns and increased expectations — 3/31/2025 Treasury Curve UsS.AGG c G U.S. HY
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was influenced by concerns about escalating federal
debt levels, raising questions about long-term fiscal . i
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made gold more appealing.
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advice. The recipient should not act on any information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisors. Use of such information is
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The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. Any reference to a market index is included for illustrative purposes only, as it
is not possible to directly invest in an index. Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account for the deduction of management fees or transaction costs generally
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OUTLOOK PCE Deflator Y/Y & PCE Core Deflator Y/Y Treasury Outlays Through Fiscal Year 2025
Th h May 2025
e As we enter the second half of 2025, the U.S. markets 8% OEEIE 3 &
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e The passage of the so-called Big Beautiful Bill in June has
added a fresh dimension to the fiscal landscape. Designed
to stimulate infrastructure spending, energy investment,
and targeted tax relief, the bill has been celebrated by
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equity markets for its pro-growth stance. "g
e However, with the federal deficit already running hot, 2% &
investors should remain attuned to the longer-term . ’\\ /;\/ £ -$800
implications for sovereign debt markets. While short- Lo \vZ >
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e Meanwhile, the Federal Reserve's pivot toward monetary m PCE Deflator ® PCE Core Deflator -$1600
easing has come into sharper focus. After holding steady
in Q2, market consensus now points to at least one rate
cut in Q3, with a second possibly on the table by year-end if
inflation continues to moderate. . .
Implied Fed Funds Rate & Number of Hikes/Cuts Money Market Fund Assets

o Lower rates are typically supportive for equities,
particularly rate-sensitive sectors such as technology, real 4.4% 1 0 $8000
estate, and consumer discretionary.
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e However, in this cycle, the reaction may be more nuanced. 13
Given that prior rate hikes pushed yields on money market ® 40% 2 $6000
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Milliman Financial Risk Management LLC is a global leader
in financial risk management to the retirement savings
industry. Milliman FRM provides investment advisory,
hedging, and consulting services on approximately $185.2
billion in global assets (as of June 30, 2025). Established in
1998, the practice includes more than 200 professionals
operating from four trading platforms around the world
(Chicago, London and Sydney). Milliman FRM is a
subsidiary of Milliman, Inc.

Milliman is among the world's largest providers of actuarial
and related products and services. The firm has consulting
practices in healthcare, property & casualty insurance, life
insurance and financial services, and employee benefits.
Founded in 1947, Milliman is an independent firm with offices
in major cities around the globe.

For more information, visit frm.milliman.com

All Indices are total return in local currency except for MSCI Asia ex-Japan and MSCI Emerging Markets

S&P 500: widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market
capitalization. S&P 500 Value: measures the performance of the large-capitalization value segment in the U.S. equity market.

The Index consists of those stocks in the S&P 500 Index exhibiting the strongest value characteristics based on: (i) book value

to price ratio; (ii) earnings to price ratio; and (iii) sales to price ratio. S&P 500 Growth: measures the performance of the large-
capitalization growth segment in the U.S. equity market. The Index consists of those stocks in the S&P 500 Index exhibiting the
strongest growth characteristics based on: (i) momentum; (ii) earnings to price ratio; and (iii) sales to price ratio. Bloomberg US
Aggregate Index: a broad-based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate
taxable bond market. Bloomberg U.S. Treasury Index: measures U.S. dollar-denominated, fixed-rate, nominal debt issued by the
U.S. Treasury. Bloomberg U.S. Corporate Investment Grade: measures the investment grade, fixed rate, taxable corporate bond
market. Bloomberg US Corporate High Yield Bond Index: measures the USD-denominated, high yield, fixed-rate corporate bond
market. Tariff data is from the first administration for each president. Treasury Outlays are based on April report produced by U.S.
Treasury (https://fiscaldata.treasury.gov/). PCE deflator: a measure of the average price increase for personal consumption in the
United States. Core excludes the prices of food and energy. Standard Deviation: measures volatility in the market or the average
amount by which individual data points differ from the mean. Basis Points (bps): Standard measure of percentages in finance. One
basis point is one hundredth of one percent. Drawdown: How much the price of an index or security is down from the peak before it
recovers back to the peak.

The information, products, or services described or referenced herein are intended to be for informational purposes only. This material
is not intended to be a recommendation, offer, solicitation or advertisement to buy or sell any securities, securities related product or
service, or investment strategy, nor is it intended to be to be relied upon as a forecast, research or investment advice.

The products or services described or referenced herein may not be suitable or appropriate for the recipient. Many of the products
and services described or referenced herein involve significant risks, and the recipient should not make any decision or enter into
any transaction unless the recipient has fully understood all such risks and has independently determined that such decisions or
transactions are appropriate for the recipient. Investment involves risks. Any discussion of risks contained herein with respect to any
product or service should not be considered to be a disclosure of all risks or a complete discussion of the risks involved. Investing

in foreign securities is subject to greater risks including: currency fluctuation, economic conditions, and different governmental and
accounting standards.

The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax,
accounting or other advice. The recipient should not act on any information in this document without consulting its investment,
hedging, trading, legal, regulatory, tax, accounting and other advisors. Information herein has been obtained from sources we
believe to be reliable but neither Milliman Financial Risk Management LLC (“Milliman FRM") nor its parents, subsidiaries or affiliates
warrant its completeness or accuracy. No responsibility can be accepted for errors of facts obtained from third parties.

The materials in this document represent the opinion of the authors at the time of authorship; they may change, and are not
representative of the views of Milliman FRM or its parents, subsidiaries, or affiliates. Milliman FRM does not certify the information,
nor does it guarantee the accuracy and completeness of such information. Use of such information is voluntary and should not be
relied upon unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced
without the express consent of Milliman FRM. Milliman Financial Risk Management LLC is an SEC-registered investment advisor and
subsidiary of Milliman, Inc.
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