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March 2025 » If your clients expect you to have a view on these matters, we offer links to Morningstar research to
help you guide them.
Dan Kemp US Stocks Decline Amid Market Reassessment

Global Chief Research and Investment Officer S stocks ended the week down 3.2% despite a late rally on Friday and are now down 2% year to date.
While some attributed the decline to slightly disappointing jobs numbers and ongoing trade uncertainty,

For Financial Professional Use Only these factors have not meaningfully changed the key drivers of returns at the market level. Instead, the
pullback appears to reflect a reversion to fair value after a period of excess enthusiasm for some
companies and indifference to others.

Growth vs. Value: A Shift in Market Leadership

One clear indicator of this reassessment is the movement in US growth and value stocks. After
outperforming value stocks by over 40% in the past two years, growth stocks have underperformed by
10% so far this year. For deeper insights into this shift and its implications for investors, check out David
Sekera's latest US Market Outlook. Additionally, for more analysis on the jobs report and economic
impact, read the latest from Tom Lauricella and Sarah Hansen.

Sector-Specific Divergences

While the growth vs. value lens is useful, it's important to recognize the diversity within these
groupings. Financial services, typically classified as value, led last week's decline—falling 5.9%, with
banks down 8.4%, and asset managers down 8.2%. This highlights the importance of deeper research
rather than relying on broad market categorizations. For an in-depth look at the asset manager industry,
check out Morningstar's latest Asset Manager Industry Pulse.

The Consumer Cyclical sector, which had gained 75% over the last two years, dropped 9.6% this year —
dragged down by Amazon (AMZN), Tesla (TSLA), and Home Depot (HD). While Amazon now appears
undervalued and Tesla near fair value, Home Depot remains priced well above fair value despite not
being part of the ‘Mag 7' grouping.

Healthcare Holds Steady
Healthcare was the only sector to post positive returns last week—albeit just 0.05%! Still, it remains the
highest-returning sector year to date, up 7.7%.
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Global Markets Qutperform

As enthusiasm for US stocks wanes, international markets have continued to deliver higher returns.
Developed markets ex-US gained 2.7% last week and are up 9% year to date, while emerging markets
rose 2.8%, driven by China's strong 6.4% weekly gain (up 19.2% YTD). However, these returns were
flattered by a 3.5% decline in the US dollar over the week. Despite the relative strength of non-US
equities, Morningstar's Capital Markets team continues to see greater investment opportunities abroad
compared to the US.

Inflation in Focus Ahead of Fed Meeting

Inflation will take center stage this week ahead of the Federal Reserve Open Market Committee
meeting. The latest Consumer Price Index (CPI) reading, set for release Wednesday, is expected to show
Core CPI (excluding food and energy) remaining stable at 3% over the last 12 months.

Long-Term Investing Perspective

Although sharp declines in index levels are always uncomfortable for investors due to our intrinsic
aversion to losses, price changes that move assets closer to their fair value are a ‘feature’ rather than a
‘bug’ of capital markets as they ensure that more capital can be invested with the expectation of a
reasonable return over the long-term. The challenge of these periods is that many investors focus on the
near-term movement in prices and forget that investing is always a long-term endeavour. Capitulating to
this investing myopia can have a damaging impact on the eventual success of our investing.

When adjusting portfolios in this environment, it's wise to follow the old carpenter’s matto: “Measure
twice, cut once.”

Disclosures

Source: Returns: U.S. Large Cap—S&P 500, U.S. Small Cap—Russell 2000, Int'l Developed —MSCI EAFE, EM—MSCI EM, U.S.
Agg—Bloomberg U.S. Agg, U.S. Corporates— Bloomberg Investment Grade Credit, High Yield—ICE BofA High Yield,
Municipals—Bloomberg Municipal. Index Data: Morningstar Direct. Key Indicators: Morningstar Direct. 30-year Mortgage — FRED,
Qil Price—West Texas Intermediate. Style Box Returns: Performance data based on Morningstar Indexes. Sector Returns:
Standard & Poor’s index data.

Opinions expressed are as of the current date; such opinions are subject to change without notice. Morningstar Investment
Management shall not be responsible for any trading decisions, damages, or other losses resulting from, or related to, the
information, data, analyses or opinions or their use. This commentary is for general educational and informational purposes only.
The information, data, analyses, and opinions presented herein are designed to provide general information about investing, to
inform investors about developments in the broader financial ecosystem, and/or to help investors interpret market and regulatory
shifts. This material is not an offer of our investment advisory services or an offer to buy or sell a security. Please note that
references to specific securities or other investment options within this piece should not be considered an offer (as defined by the
Securities and Exchange Act) to purchase or sell that specific investment. Performance data shown represents past performance.
Past performance does not guarantee future results. All investments involve risk, including the loss of principal. There can be no
assurance that any financial strategy will be successful. Morningstar Investment Management does not guarantee that the results
of their advice, recommendations or objectives of a strategy will be achieved. This commentary contains certain forward-looking
statements. We use words such as “expects”, “anticipates”, “believes”, “estimates”, “forecasts”, and similar expressions to
identify forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other
factors which may cause the actual results to differ materially and/or substantially from any future results, performance or
achievements expressed or implied by those projected in the forward-looking statements for any reason. Past performance does
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not guarantee future results. Morningstar Wealth is made available through Marningstar’s Investment Management Group and
includes such products as: (i) the Morningstar Wealth Platform; (i) Morningstar Funds Trust, (iii) Morningstar OfficeSM,

Morningstar's RIA portfolio software service; (iv) Morningstar® ByAllAccounts®, Morningstar's investment data aggregation
service; and (v) Marningstar.com®, Morningstar's individual investor site offering.

Morningstar's Investment Management Group consists of certain Morningstar subsidiaries that are authorized in the jurisdictions
in which they operate to provide investment management and advisory services. In the United States, these subsidiaries are
Morningstar Investment Management LLC and Morningstar Investment Services, LLC.

Morningstar Wealth Platform is an advisory platform offered by Morningstar Investment Services LLC, a registered investment
adviser and subsidiary of Morningstar Investment Management LLC. Through the Morningstar Wealth Platform, Morningstar
Investment Services offers model portfolios and separately managed accounts (“SMA") which include proprietary managed
portfolios (“Morningstar Portfolios”), third-party asset manager portfolios where a third-party asset manager acts as a non-
discretionary model provider (“Model Provider”) in which Morningstar Investment Services has discretion, and third-party asset
manager portfolios where third-party asset manager acts as a discretionary asset manager (“Sub-Adviser”). The Morningstar
Wealth Platform is intended for citizens or legal residents of the United States or its territories and can only be offered by a
registered investment adviser or investment adviser representative. Investing in international securities involve additional risks.
These risks include, but are not limited to, currency risk, political risk, and risk associated with varying accounting standards.
Investing in emerging markets may increase these risks. Emerging markets are countries with relatively young stock and bond
markets. Typically, emerging-markets investments have the potential for losses and gains larger than those of developed-market
investments. A debt security refers to money borrowed that must be repaid that has a fixed amount, a maturity date(s), and usually
a specific rate of interest. Some debt securities are discounted in the original purchase price. Examples of debt securities are
treasury bills, bonds and commercial paper. The borrower pays interest for the use of the money and pays the principal amount on
a specified date. The indexes noted are unmanaged and cannot be directly invested in. Individual index performance is provided as
a reference only. Since indexes and/or composition levels may change over time, actual return and risk characteristics may be
higher or lower than those presented. Although index performance data is gathered from reliable sources, Morningstar Investment
Management cannot guarantee its accuracy, completeness or reliability. Morningstar Manager Research or Morningstar's
Manager Research team refers to various wholly-owned subsidiaries of Morningstar, Inc. including, but not limited to Morningstar
Research Services LLC (USA), Morningstar UK Limited and Morningstar Australasia Pty Limited that produce investment analysis
and opinions on mutual funds, exchange-traded funds and collective investment schemes.

Morningstar, Inc., (“Morningstar”) creates and maintains a wide variety of indexes (each, a “Morningstar® Index) for internal use
and licensing to third parties. Unless otherwise noted, all Morningstar Indexes are the intellectual property of Morningstar. For
information on specific Morningstar Indexes, please visit https://indexes.morningstar.com/our-indexes.

Each Morningstar Index referenced herein has been licensed by Morningstar to its wholly-owned subsidiary, Morningstar
Investment Management LLC, for Morningstar Investment Management's further use in creating a managed portfolio product
(each, a "Morningstar Managed PortfolioSM) on the basis of that Morningstar Index. The Morningstar Managed Portfolios are
distributed and sold by Morningstar Investment Management. The Morningstar Managed Portfolios are not sponsored, endorsed,
sold or promoted by Morningstar. Morningstar make no representation or warranty, express or implied, to Morningstar Investment
Management, Morningstar Investment Services, any Morningstar Managed Portfolio investor or to any member of the public
regarding the advisability of investing in managed portfolio products in general or in the Morningstar Managed Portfolios in
particular or concerning the ability of the Morningstar Indexes to track general market performance or the performance of the
investments on which they are based.

MORNINGSTAR EXPRESSLY DISCLAIMS ANY WARRANTY AROUND THE ACCURACY, COMPLETENESS AND/OR TIMELINESS OF
ANY MORNINGSTAR INDEX OR ANY DATA INCLUDED THEREIN AND MORNINGSTAR SHALL HAVE NO LIABILITY FOR ANY
ERRORS, OMISSIONS, OR INTERRUPTIONS IN ANY OF THEM.

About Morningstar’'s Investment Management Group
Your investment goals matter to us. Our mission is to empower investor success by building investment
portfolios selected by your financial advisor. Our world-class investment strategies draw on our core
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capabilities in research, asset allocation, investment selection and portfolio construction. Our investment
professionals are located around the world, which provides both a global point of view and local market
expertise.

Based on a proprietary valuation-driven asset-allocation process, our strategies offer investors a range of
multi-asset, risk- and outcome-based strategies designed to help meet a variety of goals. Also, our
separately managed accounts offer concentrated portfolios of our portfolio managers' best ideas. We
put more than 35 years of investment experience to work in every portfolio we manage to offer you a
better investing experience, because your journey matters.
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