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Key Takeaways:

Welcome to year four of the current bull market!

History suggest bull market has room to run.

Volatility should be expected at this stage of the bull market.
Renewed credit fears.
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Discipline is crucial as above average returns may be borrowing from future.

Welcome Year Four of the Current Bull Market!

Last week we officially entered the
fourth year of the current bull market
which began on October 12, 2022.
The first week of the fourth year run
was met with one of the top five
longest government shutdowns since
the 1970s. Renewed credit fears as
two regional banks fell victim to a
fraudulent loan scheme. On and off
again tariff rhetoric that has kept
investors wondering about economic
growth. Lastly, momentum
exhaustion as the PE (NTM) of the
S&P 500 was trading 70% above the
average seen at the start of the fourth
year in the past three bull markets
that made it this far (25.2x vs. 14.8x
average). In this weekly insights, we
will discuss historical bull market
performance and compare it to the
current bull market. We will also
discuss the factors that are
contributing to volatility (as measured
by the VIX Index) jumping to the
highest level in five months.

o How long do bull markets last:
Going back to the 1930s, we
observed 14 different bull markets
and they have lasted, on average,
~four years. The longest being the
bull market that started in March
2009 and lasted until the pandemic
induced bear market of 2020. The
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Past performance is not indicative of future returns.

current bull market has seen the
S&P 500 rise ~90% which is slightly
higher than the average of the past
bull markets that made it into a
fourth year (average ~80%). The
good news is that nine of the 14
bull markets we observed
continued through a fourth year.
However, of those nine, this bull
market saw a larger than average
rise in years two and three (35%
and 14%, respectively vs. average
of 8% and 6%, respectively).

Government shutdown: As of
today, this shutdown is the third
longest (19 days) since we started
keeping records (1976). The Senate
is scheduled to hold another vote
today but there was not much
negotiating over the weekend.

Renewed credit fears: Regional
banks are in the spotlight after a
few banks (e.g., Jefferies, Zions,
Western Alliance) wrote down
loans tied to bankrupt auto
suppliers and/or fraudulent loans
in the commercial and industrial
space. The S&P 500 Regional Bank
Index has fallen nearly 10% this
month. This has ignited fears of
another regional banking crisis like
Silicon Valley Bank in 2023.

e Tariff uncertainy...again: The U.S.
and China are once again going
head to head over trade. China’s
export controls on rare earths have
spurred the White House to
impose additional tariffs. The
White House and China have
several meetings scheduled in the
coming weeks to discuss the
recent escalation in tariffs.

The Bottom Line:

History would suggest this bull
market could continue into a fourth
year with solid returns. However,
investors should realize this bull
market has been stronger than most
in the initial years and with valuations
stretched, the returns may be
borrowing from future potential.
Especially as we navigate through an
economy that is slowing and highly
dependent on the Al capex spending
boom. In addition, the recent surge in
volatility reminds us that valuations
well above average (S&P 500 PE at
25x) may be complacent at this stage
of the bull market. Itis important to
remain disciplined and not overpay
for investments that are not
rewarding investors for the risk (e.g.,
credit, select technology).
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Weekly Economic Recap -

U.S. small business owners’ optimism fell to a
three-month low in September according to
the NFIB Small Business Optimism Index. Five
of the 10 Index components decreased for the
month. The net share of firms that viewed their
inventories as “too low” fell by the most since
1997. The uncertainty gauge increased to the
highest level since February.

China’s exports increased at the fastest pace
in six months in September (8.3%, USD terms)
and imports surged the most since April 2024
(7.4%, USD terms). Exports to the U.S. fell
27% in September, while imports from the
U.S. fell 16% as the two countries continue to
work through trade tensions.

Consumer prices in France increased 1.2% in
September, but remained well below the
ECB’s 2% target. Services prices increased
2.4% led by health care costs.

U.S. homebuilder sentiment, as tracked by the
NAHB Housing Market Index, increased to its
highest level since April (37) as lower
mortgage rates started bringing buyers to the
market. Sales expectations in the next six
months increased to the highest level since
the start of the year, while prospective buyers'
traffic increased to the highest since April.

The U.S. budget deficit fellin FY'25to $1.78
trillion, $41 billion (2.2%) less than in FY'24.
Tariff collections of $202 billion during the
year helped offset a record $1.2 trillion outlays
for interest on the federal debt.
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Key Takeaways:

Small business owners’ optimism falls to three-month low.
Homebuilder sentiment improves on lower mortgage rates.
U.S. budget deficit decreases (YoY) to $1.78 trillion.

Global equities rally despite late-week volatility.
U.S.10YRyield falls to lowest level since Oct. 2024.

Gold prices rally as investors flock to safe havens.

Weekly Market Recap -

Equities: The MSCI AC World Index was higher for the second time in three
weeks despite negative trade-related headlines, dovish Fed commentary,
and regional bank weakness. All major U.S. averages finished the week
higher with growth/technology outperforming in the large cap space. Small
and midcap stocks continued to rally with the Russell 2500 Index posting
its best weekly performance in eight weeks. Developed markets
outperformed their emerging market peers as China equities were sharply
lower as the U.S./China trade tensions escalated.

Fixed Income: The Bloomberg Aggregate Index was higher as bond yields
fell on the late-week regional banking concerns and dovish comments
from Fed officials. The yield on the U.S. 10-year Treasury hit the lowest
level since October 2024 on the basis of the headlines. All sectors of fixed
income were higher.

Commodities/FX: The Bloomberg Commodity Index was higher for the third
time in four weeks. Gold prices were higher by the most since April,
finishing the week above $4,200/0z., as investors continued to flock to the
safe-haven amid uncertain U.S./China negotiations and the regional bank
weakness.

Homebuilder Sentiment Shows Signs of Improving
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Footnotes: Data is as of October 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Markets Rallies Despite Credit Fears and Trade Concerns
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Footnotes: Data is as of October 17, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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