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WEEKLY CLOSE % CHANGE YTD

DOW JONES IND 42,840.26 13.67%
S&P 500 5,930.85 24.34%
NASDAQ 19,572.60 30.39%

2025 Uncertainty

The equity market appears to have fully priced in the quarter point cut to 4.25%-
4.5% by the Fed on Wednesday, and investors are now turning their attention to
the Fed’s outlook for 2025. Several factors add to the uncertainty. Inflation has
decelerated at a slower pace than previously anticipated, while the economy has
remained strong. The possible inflationary impact of key policies under President-
elect Donald Trump’s incoming administration could also complicate future
matters for the Fed and expected investor returns. Gaming out the Trump
administration with its promised sweeping changes to trade, immigration, energy,
and taxation, will be among the biggest talking points in the coming 12 months.

Although the prospects of higher tariffs, mass deportation, and more tax cuts
would suggest at least some increase in inflation, economists are divided on what
the ultimate impact will be. Much will depend on the breadth and scale of any new
tariffs imposed on imported goods and on the numbers of undocumented migrants
who are deported.

The Fed does not appear to be overly concerned with the latest uptick in inflation
data that could signal a sustained “pause” in rate cuts. We would note, however,
that while the Fed’s dot plot had projected a full percentage point of rate cuts for
2025, following a similar magnitude of easing this year, the money markets are
now pricing in less than two 25 basis point reductions for 2025.



Risks to the Stock Market?

The reality is that downside risks to employment and even inflation are more
pressing than the upside risks heading into 2025, despite the stock market hitting
new records. All it would take is one soft jobs report to push the unemployment
rate to a new cycle high, and convince investors that the labor market remains an
area of concern.

The unemployment level resumed its ascent in October and November, indicating
that an unexpected decline at the end of the third quarter had been a “head fake”. It
has now risen in seven of 11 months this year, but with the manufacturing sector
the only area of notable weakness. Presently, at 4.2% the jobless rate is just shy of
the year high reached in July, according to the Bureau of Labor Statistics.

With all of the unknowns digested, Windward still expects the stock market to
grind higher in 2025.

Have a nice weekend.
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Disclaimer:

The above “Weekly Commentary” is for the sole use of Windward Capital Management Company (Windward) and its customer base. Any
redistribution of the Weekly Commentary without the expressed written consent by Windward management is forbidden. The information
contained in the Weekly Commentary should not be construed as specific recommendations for the purchase of any security or investment
strategy. Any such reliance by an individual or entity on the information contained in the Weekly Commentary is done at the individuals or
entities own risk and is not authorized by Windward.

Certain information contained herein has been obtained from third party sources and such information has not been independently verified by
Windward Capital Management. No representation, warranty, or undertaking, expressed or implied, is given to the accuracy or completeness of
such information by Windward Capital Management or any other person. While such sources are believed to be reliable, Windward Capital
Management does not assume any responsibility for the accuracy or completeness of such information.

Additionally, certain information contained herein may be used for illustrative purposes only and actual results may vary substantially.

Windward Capital Management does not undertake any obligation to update the information contained herein as of any future date.

Risk of investing: All investing involves risks, including possible loss of principal. There is no guarantee that the investment objectives of any
fund, strategy, etc. will be met. Risk controls or management do not promise any level of performance or a guarantee against loss of
principal. For more information on the investment objective, potential risks, etc., please contact us at (310) 893-3000.

Forward-looking statements: Certain information contained herein constitutes “‘forward-looking statements,” which can be identified by the use
of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or
“believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events,
results or actual performance may differ materially from those reflected or contemplated in such forward-looking statements. Nothing contained
herein may be relied upon as a guarantee, promise, assurance or a representation as to the future.



