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MARKET & ECONOMIC SNAPSHOT

WHAT HAPPENED WHY IT MATTERS

2025 saw significant volatility driven by unpredictable U.S.

A major index tracking developed market tariff policies and a softening labor market. These factors
GLOBAL STOCK stocks outside the U.S. ¥ gained 35% in 2025 promppted global central bankgs] to begin cutting interest rates
PERFORMANCE after adding 5% in Q4. in the second half of the year. boosting both equity and bond
. . markets. Notably, international and emerging market equities

Emerging markets ) rose 26% in 2025. outperformed U.S. stocks for the first time since 2017.

U.S.STOCK The US. stock market @ gained 2% in the Much of the gains were concentrated in a few mega-cap Al-
o= fourth quarter of 2025 and rose almost 17% for related tech stocks — about 80%, according to the Brookings
MARKET the year. Institution.

The Federal Reserve cut its benchmark The Fed reduced rates in response to slower hiring and rising
interest rate by 0.25 percentage points in unemployment. The Fed began cutting interest rates in
INTEREST December, lowering the federal funds rate to September, delivering three cuts by year-end.
a range of 3.60% to 3.75%. The Fed cuts rates
RATES three times since September, after keeping it Leadership changes are expected at the U.S. central bank in
at a range of 4.25% to 4.50% for the first three 2026 and tend to create volatility.

quarters of the year.

The US bond market ¥ gained 0.69% in the Global bonds ©®) delivered positive returns for a third straight

BOND MARKET fourth quarter and 7.19% for the year. Yields on year, supported by lower interest rates and a weaker US
the 10-year Treasury note ended the quarter dollar. Emerging market debt outperformed other fixed
at rose to 4.17%, from 3.79% at the end of income segments as investors sought better yields.

September and down from 4.57% at the
beginning of January 2025.
Bond prices increase as bond yields decrease.

SOURCES: VIA KOYFIN, SEE DISCLOSURES




ASSET CLASS PERFORMANCE

U.S. equity gains
were driven by a
few mega-cap Al-
related tech stocks.

International and
emerging market
equities outperformed
U.S. stocks, driven by the
Al boom, government
spending on defense,
and a weaker US dollar.

U.S. oil & gas stocks
suffered from
falling crude oil
prices caused by a
global supply glut.

ASSET CLASS PERFORMANCE
EQUITIES Q4 2025 1YEAR
U.S. STOCK MARKET 1.98% 16.94%
DEVELOPED STOCK MARKETS EX-U.S. 5.23% 35.16%
EMERGING STOCK MARKETS 0.54% 26.60%
SECTORS
OIL & GAS -3.80% -2.15%
HEALTHCARE 11.70% 14.50%
TECHNOLOGY 2.31% 24.61%
REAL ESTATE -3.18% 2.63%
FIXED INCOME
U.S. CORE BONDS 0.69% 7.19%
U.S. TREASURIES 0.75% 3.77%
U.S. HIGH YIELD 1.23% 8.59%
GLOBAL BONDS 0.24% 2.86%

SOURCE: KOYFIN




STOCK MARKET SNAPSHOT

UNITED STATES

The artificial intelligence boom continued to be a primary driver of market ,
performance, particularly in the US tech sector. Resilient corporate earnings -<+
and the beginning of a series of interest-rate cuts meant to boost hiring — the
unemployment rate hitting a five-year high — have also supported equity markets.

Inflation proved more stubborn than expected, particularly in services and energy
sectors. While the US economy remained resilient overall, growth slowed, and the
labor market showed signs of softening, with the unemployment rate hitting a five-
year high. Other central banks, including the Bank of England, also initiated easing

policies.
OUTSIDE THE US
The Al boom also boosted markets in Asia, where tech companies and chipmakers
have seen surges in demand. South Korea’s Kospi index soared almost 76% in 2025
\r—d} and posted its best year since 1999. Japan’s Nikkel 225 gained 26%.
| q . | J In Europe, markets received a boost from plans for government spending on defense
CL and improved prospects for economic growth. A weaker US dollar supported

international stocks. As other currencies strengthen against the dollar, investments
denominated in those currencies become more valuable when converted back into
dollars.

Markets in Spain, Italy, Germany and Greece all had their best year since at least 2019.



BOND MARKET SNAPSHOT

J

Bond prices dropped with renewed fears of inflation due to increased government spending and potential tariff
Increases.

Higher prices, and potentially raised interest rates to
combat inflation, erode the value of income
generated from bonds. The Treasury vyield curve
normalized in 2025, after being inverted in 2024.

As the Fed cut interest rates, yields of bonds with
shorter maturities moved lower while longer-term

I |
yields rose due to higher inflation expectations and — —
uncertainty about the future. —— -

—




THE MAGNIFICENT 7 AND NOT-SO-

MAGNIFICENT RISKS

The key questions are:
e Do we want our mission funding tied to the fortunes of seven

companies?
e Or do we prioritize stability and diversification to reduce risk?




MARKET CAP OF THE MAGNIFICENT 7 vs. GDP
OF COUNTRIES
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As investors, this matters because the S&P 500 is heavily dependent on their performance. If one or two stumble (e.g,
regulatory issues, tech disruption), it can drag down the entire market.

Conversely, If there were an Al correction markets would naturally reallocate away from these overvalued companies
to the undervalued, less concentrated names. When a crowded sector unwinds, capital flows towards sectors that
were previously overshadowed such as healthcare, education, and community services.

What's too much risk for a nonprofit organization? We recognize that nonprofits have unique constraints:

e Mission-first: Funds must support programs, not speculative bets.
e Liquidity needs: They often need cash for operations and grants.
e Donor trust: High-risk strategies can damage reputation.

We recommend nonprofits invest in low-cost ETFs to reduce
costs and spread risk through broader diversification into stocks, bonds,
and geographies.

Investing beyond the S&P 500 allows nonprofits to
support philanthropic programs rather than take speculative bets.




GLOSSARY

Asset Classes

A grouping of investments that exhibit similar
characteristics, are subject to the same laws and
regulations and often behave similarly to one
another in the marketplace.

Bond Issuers

Governments, banks, corporations, municipalities,
or special-purpose vehicles that borrow money
from bond investors with the promise of paying
periodic interest and repayment of the principal
amount upon maturity of the bonds.

Equity Sectors

Grouping companies based on their primary bU.S.iness activities or indU.S.try. According to the Global
IndU.S.try Classification Standard, there are 11 stock market sectors: Financials, Utilities, Consumer
Discretionary, Consumer Staples, Energy, Healthcare and, IndU.S.trials.

Federal Funds Rate

The target interest rate range, set by the Federal Open Market Committee (FOMC), at which commercial
banks borrow and lend their excess reserves to each other overnight. The FOMC, which is the
policymaking body of the Federal Reserve System, meets eight times a year to set the target federal
funds rate, which is part of its monetary policy.



Gross Domestic Product (GDP)
A monetary measure of the market value of all the final goods and services produced in a specific time
horizon by a country or countries. GDP is a key indicator of the size and health of a country’s economy.

“Magnificent Seven” Stocks
A group of seven technology mega-cap stocks that led the market rally in 2023 which include Microsoft,
Amazon, Nvidia, Meta, Apple, Alphabet and Tesla.

Market Crash
A price drop of 20% or more from the last peak.

Market Rally
A broad increase in market prices after a market crash or persistently down market.

Recession
A significant, widespread, and prolonged downturn in economic activity commonly classified as two
consecutive quarters of negative gross domestic product (GDP).

Inflation

e Headline Inflation
The general increase in prices that includes all goods and services in an economy. It considers the price
changes across varioU.S. sectors, including food, energy, hoU.S.ing, transportation, and other consumer
goods. Headline inflation is reported through the Consumer Price index or CPI.

e Core Inflation
The general rise in prices excluding certain volatile components, such as food and energy prices. The
purpose is to focU.S. on the underlying inflation trend by removing the short-term fluctuations.



Core inflation provides a more stable and long-term measure of inflation, reflecting the general price
changes in non-volatile sectors of the economy.

e Disinflation
A decrease in the rate of inflation, meaning the prices of goods and services rise more slowly.

e Deflation
A general decrease in prices.

o Stagflation
An economic condition where slow growth, high unemployment, and persistent inflation occur at the
same time. This rare combination poses major challenges, as typical policies to address inflation or
unemployment can worsen the other problem.

Volatility

The rapid and significant fluctuations in the prices of assets, such as stocks, bonds, or commodities,
within a short period. These price changes can be caU.S.ed by varioU.S. factors, including economic
events, geopolitical developments, investor sentiment, and market conditions.

Yield Curve
Graphical representation that plots bond time-to-maturity against yield.

e Normal Curve: An upward-sloping curve in which bond yields of the same credit quality increase as
time-to-maturity increases. A normal yield curve is most commonly associated with positive
economic growth.



e Flat Curve: A horizontal line in which there is little difference between short-term and long-term
rates for bonds of the same credit quality. A flat yield curve is typically an indication that investors
and traders are worried about the macroeconomic outlook.

e Inverted Curve: A downward-sloping curve in which bond yields of the same credit quality decrease
as time-to-maturity increases. An inverted yield curve reflects bond investors’ expectations for a
decline in longer-term interest rates, typically associated with recessions.



FAIRLIGHT ADVISORS LLC: DISCLOSURES

The information in this presentation is provided “AS IS” and
without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Fairlight
Advisors LLC (referred to as “Fairlight”) disclaims all warranties,
express or implied, including, but not limited to, implied
warranties of merchantability, non-infringement, and suitability
for a particular purpose.

Fairlight does not warrant that the information will be free from
error. None of the information provided in this presentation is
intended as investment, tax, accounting or legal advice, as an
offer or solicitation of an offer to buy or sell, or as an
endorsement of any company, security, fund, or other securities

non-securities offering. The information should not be relied upon for purposes of transacting securities
or other investments. Your US.e of the information is at your sole risk. Under no circumstances shall
Fairlight be liable for any direct, indirect, special or consequential damages that result from the U.S.e of, or
the inability to U.S.e, the materials in this site, even if Fairlight or a Fairlight-authorized representative has

been advised of the possibility of such damages.

In no event shall Fairlight Advisors LLC have any liability to you for damages, losses, and caU.S.es of action
for accessing this site. Information presented here should not be considered a solicitation to buy, an offer
to sell, or a recommendation of any security in any jurisdiction where such offer, solicitation, or

recommendation would be unlawful or unauthorized.
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BENCHMARK REFERENCES

(1)Vanguard Developed Markets ex-US ETF, (2) Vanguard Emerging Markets ETF, (3) Schwab US Broad
Market ETF, (4) iShares Core US Aggregate Bond ETF, iShares Core US Aggregate Bond ETF, (5) Vanguard
Total Int'l Bond ETF
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Contact U.S.
Today!

support@fairlightadvisors.com

844.309.6248
www.fairlightadvisors.com



https://www.fairlightadvisors.com/contact

