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Commentary

Investor Jitters Rise as Risks Mount

e After three consecutive negative trading days, the S&P 500 again finished lower on Tuesday.
e There are a host of reasons why the market is down, but the main culprit may be stretched valuations.
e With high uncertainty, diversification is even more prudent.

U.S. stocks continue their slide into a fourth trading day as investors grapple with subdued consumer surveys,
persistent inflation, possible tariffs, government job cuts, and a potential government shutdown in mid-March. While
these factors are on investors’ minds, this also comes on top of already high equity valuations. So far, growth and
small cap indexes have sold off around 5%, while value stocks and international stocks have faired better.
Developed international stocks are even slightly positive during this pullback.

Weak Consumer Surveys — On Friday (2/21), the University of Michigan released their February Consumer
Sentiment survey, which slid by seven points from January to a 15-month low. This survey tends to be heavily
influenced by inflation expectations. Then on Tuesday (2/25), the Conference Board released its Consumer
Confidence survey for February which also dropped seven points, the biggest month-to-month drop since August
2021. Respondents also expressed concerns about inflation, although this survey is more influenced by labor
market conditions.

Possible Tariffs — President Trump had announced 25% tariffs on both Mexico and Canada in January but delayed
these tariffs for a month. That delay is now set to expire next week, and the President has reiterated that the tariffs
will go forward next week. This could change as countries negotiate, but there is also the risk Mexico and/or
Canada could retaliate with additional tariffs. This would add to inflationary pressures and uncertainty.

Government Job Cuts — Thousands of government workers have been laid off in recent weeks as President
Trump looks to scale back the Federal government workforce. There are likely more job cuts to come, and this
creates uncertainty around future unemployment rates. If people don’t have jobs or fear losing their jobs, they
spend less money, which could impact consumer spending.

Partial Government Shutdown — March 14 is the deadline for lawmakers to pass a bill to extend government
spending to avert a government shutdown. A shutdown would impact government spending and have an economic
impact. Although, a bill would likely pass eventually, and spending may just be delayed. It appears a deal could
come soon, but the closer we get to the deadline, the more nervous investors become. Unfortunately, government
shutdowns have become fairly regular in recent decades and are unlikely to have a lasting impact on markets.
However, this creates a lot of headlines and can add to near term volatility.

None of these factors on their own may be a huge catalyst for a prolonged sell-off, but the combination of fears on
already high valuations could cause more volatility. The fears are valid, however, investors may also be looking for
reasons to sell, as stock valuations have climbed higher. The mounting fears could be enough reason for investors
to rethink growth expectations and valuations and take profits. Investors are less patient when valuations are high.
Through this backdrop, there are also concerns that the significant spending around artificial intelligence may not
provide the significant earnings and revenue growth that many technology companies anticipated. Since the
technology has driven market growth for the last few years, this uncertainty is a possible reason to take profits.

A correction, or a 10% pull back from the peak, is possible. Corrections typically occur about once a year and the
S&P 500 hasn’t seen a correction since October 2023. We think it is prudent to be well diversified to mitigate risk.
It is important to stay focused on your own long-term financial goals and avoid getting caught up in the market
enthusiasm or trying to call the next bear market. As always, please consult your financial professional for guidance
during these times.
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About Cetera® Investment Management

Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. Cetera
Investment Management provides market perspectives, portfolio guidance, model management, and other investment
advice to its affiliated broker-dealers, dually registered broker-dealers and registered investment advisers.

About Cetera Financial Group

“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera Advisors
LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera
Investors), and Cetera Financial Specialists LLC. All firms are members FINRA / SIPC. Located at 655 W. Broadway, 11th
Floor, San Diego, CA 92101.

About Avantax

Avantax, Inc. (Avantax) is a wholly owned subsidiary of Aretec Group, Inc. (dba Cetera Holdings). Avantax is a unique
community within Cetera Holdings. Avantax Investment Services, Inc., a subsidiary of Avantax, Member FINRA / SIPC.
Located at 3200 Olympus Blvd, Suite 100, Dallas, TX, 75019.

Avantax and Cetera Financial Group are under common ownership.

Disclosures

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive
transaction-based compensation (commissions), Investment Adviser Representatives who offer only investment advisory
services and receive fees based on assets, or both Registered Representatives and Investment Adviser Representatives,
who can offer both types of services.

The material contained in this document was authored by and is the property of Cetera Investment Management LLC.
Cetera Investment Management provides investment management and advisory services to a number of programs
sponsored by affiliated and non-affiliated registered investment advisers. Your registered representative or investment
adviser representative is not registered with Cetera Investment Management and did not take part in the creation of this
material. He or she may not be able to offer Cetera Investment Management portfolio management services.

Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal advice to
any individual without the benefit of direct and specific consultation with an investment adviser representative authorized
to offer Cetera Investment Management services. Information contained herein shall not constitute an offer or a solicitation
of any services. Past performance is not a guarantee of future results.

For more information about Cetera Investment Management, please reference the Cetera Investment Management LLC
Form ADV disclosure brochure and the disclosure brochure for the registered investment adviser your adviser is registered
with. Please consult with your adviser for his or her specific firm registrations and programs available.

No independent analysis has been performed and the material should not be construed as investment advice. Investment
decisions should not be based on this material since the information contained here is a singular update, and prudent
investment decisions require the analysis of a much broader collection of facts and context. All information is believed to
be from reliable sources; however, we make no representation as to its completeness or accuracy. The opinions expressed
are as of the date published and may change without notice. Any forward-looking statements are based on assumptions,
may not materialize, and are subject to revision.

All economic and performance information is historical and not indicative of future results. The market indices discussed
are not actively managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor for
more information.

Additional risks are associated with international investing, such as currency fluctuations, political and economic instability,
and differences in accounting standards.

A diversified portfolio does not assure a profit or protect against loss in a declining market.
Glossary

The S&P 500 is an index of roughly 500 stocks chosen for market size, liquidity and industry grouping (among other factors)
designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of large cap universe.
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