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Executive Summary:

e Stocks extended their rally into July! The S&P 500 Index is up 26% since its lowest close in April. More
than half of the Index’s members have prices above their 200-day moving averages.

e The FOMC meets again at the end of the month. They are expected to keep the federal funds target rate
unchanged until September at the earliest.

e We expect the short end of the yield curve to stay inverted in the near term. Longer-term Treasuries are
likely to remain range-bound but sensitive to inflation data and Fed signals.
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The rally in stocks has extended through the first week of July! The S&P 500 Index ended the first half in positive
territory and has earned 7.49% YTD. What is exceptional is how quickly stocks recovered from a sharp decline
just a few months ago. The S&P 500 Index approached bear-market territory before rebounding more than 26%
from its lowest close on April 8" and finishing Q2 up 10.94%. Breadth improved as well with the stock prices of
more half of the S&P 500 Index’s members rising back above their 200-day moving averages—evidence that
participation in the rebound has not been limited to only a few names or sectors.

Investors have become less concerned about near-term global risks in recent weeks. Inflationary fears have been
eclipsed by steadfast consumer spending and reliable corporate profits. Accordingly, consumer sentiment hit a
four-month high in June, and the volatility that shook the markets just weeks ago has now faded. Yield spreads
on high-yield bonds have also narrowed substantially—signaling that worries have subsided for now.
Nevertheless, investors should expect to wait a while longer before the Fed resumes its interest rate cuts. The
FOMC is scheduled to meet at the end of July, but the odds of a cut this month are low. The strong June report
on jobs at 147K and the rate of unemployment at 4.1% gives the Fed time to keep rates unchanged. Fed Chair
Powell has reiterated they are waiting to detect the inflationary effects of the Trump administration’s tariff and
international policies. Many economists expect inflation to increase during the summer as businesses seek to
pass higher costs on to consumers. Based on the recent comments of committee members, the Fed is divided
into two groups: those leaning toward two 0.25% cuts this year and those favoring no cuts.

Treasury yields declined this past month as investors wait for the Fed to resume cutting interest rates. We expect
the short end of the curve to stay inverted in the near term. Bonds maturing within a year continue to offer
attractive yields with lower duration risk, yet we expect this to eventually change. Longer-term Treasuries are
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likely to remain range-bound but sensitive to inflation data and Fed signals. We continue to maintain an above-
benchmark portfolio duration for our bond portfolios. Corporate spreads remain relatively narrow.
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SECTORS 2024 YTD EQUITY INDICES 2024 YTD COMM. & CURRENCIES LAST CLOSE YTD
S&P 500 COMM SVC 40.23% | 10.59% | |S&P 500 INDEX 25.00% | 7.49% | |WTI CRUDE FUTURE Aug25 67.45 [ -3.68%
S&P 500 CONS DISCRET IDX 30.14% | -2.23% | |DOW JONES INDUS. AVG 14.99% | 6.33% BRENT CRUDE FUTR Sep25 69.11 -5.37%
S&P 500 CONS STAPLES IDX 14.87% | 7.42% NASDAQ COMPOSITE 29.60% | 7.07% NATURAL GAS FUTR Aug25 349 -4.24%
S&P 500 ENERGY INDEX 5.72% 3.56% S&P 400 MIDCAP INDEX 13.89% | 3.06% LME COPPER 3MO ($) 10,013.00 14.20%
S&P 500 FINANCIALS INDEX 30.50% | 10.92% | |RUSSELL 1000 GROWTH INDX | 33.35% | 7.03% ||Gold Spot $/Oz 3,353.23 | 27.43%
S&P 500 HEALTH CARE IDX 2.58% | -0.56% | |RUSSELL 1000 VALUE INDEX 14.35% | 7.74% | |Silver Spot $/0z 36.92 [ 27.06%
S&P 500 INDUSTRIALS IDX 17.30% | 14.11% | [RUSSELL MIDCAP RT INDEX 15.34% | 6.82% Euro Spot 1.18 12.89%
S&P 500 INFO TECH INDEX 36.61% | 9.63% RUSSELL 2000 INDEX 11.52% | 1.56% British Pound Spot 1.37 8.73%
S&P 500 MATERIALS INDEX -0.04% | 9.92% MSCI ACWI ex US 5.53% 18.16% | |Japanese Yen Spot 143.85 8.14%
S&P 500 REAL ESTATE IDX 5.23% 4.44% MSCI EAFE 4.44% | 20.00% | |DOLLAR INDEX SPOT 96.78 | -10.46%
S&P 500 UTILITIES INDEX 23.43% | 9.64% MSCI EM 7.99% 16.39%
Source: Bloomberg As of: 7/3/2025
Total Return
Bloomberg Barclays Bond Indices 2023 2024 YTD Effect.uve Avg.. Vield-to- Key Rates
Duration | Maturity | Worst

U.S. Aggregate 5.53% 1.25% 3.84% 6.14 8.42 4.56% Effective Fed Funds 4.33%

Intermediate 5.24% 3.00% 3.95% 3.88 4.34 4.15% 2-yr Treasury 3.88%

Global Agg ex USD 5.72% -4.22% 10.05% 6.98 8.51 2.62% 10-yr Treasury 4.35%

Inv Grade Corporate 8.52% 2.13% 4.16% 6.99 10.52 5.02% 10-yr German Bund 2.61%

U.S. Corporate High Yield 13.45% 8.19% 4.72% 3.21 4,74 6.99% Prime Rate 7.50%

Tax Exempt 30 Year Fixed Mortgage 6.79%

Muni 1-10 Yr Blend (1-12) 4.61% 0.91% 1.92% 4.12 6.32 3.26%

Source: Bloomberg As of: 7/3/2025

The information and material contained herein is provided solely for general information purposes. This material is not intended to be investment advice
nor is this information intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Any opinions expressed herein
are given in good faith, are subject to change without notice, and are only current as of the stated date of their issue. Certain sections of this publication
contain forward-looking statements that are based on the reasonable expectations, estimates, projections, and assumptions of the authors, but forward-
looking statements are not guarantees of future performance and involve risks and uncertainties. Investment ideas and strategies presented may not be
suitable for all investors. No responsibility or liability is assumed by The National Bank of Indianapolis, its parent company, its subsidiaries, or its affiliates for
any loss that may directly or indirectly result from use of information, commentary, or opinions in this publication by you or any other person.
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