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Monthly Market Update - February 2025

February was a volatile month for stocks. Tech continued the selloff that started in late December,
with the Magnificent 7 falling 8.1% in the month. Tariffs and inflation fueled worries about growth
as the new Trump administration began implementing policy changes. Fourth quarter earnings
reports were solid, though mixed economic data and policy uncertainty prompted investors to
favor defensive sectors. Bonds, especially longer-dated Treasurys, helped stabilize portfolios
during the market volatility.

Key Market and Economic Drivers

e The S&P 500 fell 1.4% in February, the Nasdaq fell 4.0%, and the Dow Jones Industrial
Average fell 1.6%. Year-to-date, the S&P 500 is up 1.2%, while the Nasdaq is down 2.4%,
giving up its year-to-date gains during the month.

e The Aggregate Bond index gained 2.2%. The 10-year Treasury yield ended the month at
4.2%, but reached as high as 4.6% mid-month.

e The Consumer Price Index increased 3.0% year-over-year, higher than expected and faster
than the 2.9% reading in December.

e Retail sales fell 0.9%, including a 1.9% decline in nonstore retail sales. The household savings
rate rose slightly to 4.6% but is still below the historical average of 6.2%.

e Bitcoin declined from over $102,000 at the beginning of the month to around $84,000 at
month end.
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The Magnificent 7 continues to weigh on the market

In February, a flurry of policy headlines and inflation concerns rattled markets and consumer
sentiment. While major market indices ended weaker, the S&P 500 also reached new all-time highs
during the month. These back-and-forth swings in the stock market may be uncomfortable, but
they are a normal part of investing. In addition, the stock market pullback was partially offset by
bond market gains, demonstrating the importance of portfolio balance. For long-term investors, it's
more important than ever to stay focused on financial goals.

Chart: Many asset classes beyond U.S. stocks are positive this year

Perhaps the biggest market moves that
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production constraints.

While the recent selloff has improved
valuations for many parts of the market,
the Information Technology and
Communication Services sectors remain priced at premiums compared to their historical averages.
In fact, all but two S&P 500 sectors still have positive year-to-date returns. The top sectors,
including Healthcare, Financials, and Consumer Staples, have tended to be more defensive.

Bonds have also played a positive role in this environment. The 10-year yield ended the month at
4.2%, more than one-third of a percentage point below where it began the month. When interest
rates fall, the prices on existing bonds rise since their higher yields become more attractive. Thus,
when interest rates decline alongside the stock market, bonds can help provide balance to
portfolios.

As seen in the chart above, both fixed income and international markets have outperformed the
S&P 500 year-to-date. While the stock market, and technology stocks in particular, have performed
well over the past few years, February underscores the importance of being balanced across
different parts of the market to help manage risk across different market conditions.
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Investors and consumers continue to be focused on inflation

It's not surprising that one of the main drivers of market volatility in February was inflation.
According to the Consumer Price Index, inflation is back at 3% for the first time since last summer.
Other inflation readings also showed that prices across many categories are stickier than many

economists had anticipated.

Chart: Consumers are worried about higher inflation
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the Fed may need to keep rates higher for longer.
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Consumer expectations of future inflation
have also risen. The combination of still-
rising food and shelter prices and the
anticipated impact of tariffs is driving
consumers to prepare for even higher
prices. As seen in the accompanying chart,
inflation expectations for the next 12
months jumped to 4.3% from 3.3% in
January. Over the next five years, these
same consumers expect average inflation
as high as 3.5%.

The fear of a resurgence in inflation has
rattled some investors. In addition to their
economic and financial market impacts,
higher prices increase uncertainty around
Fed policy. If inflation remains stubborn,

Corporate earnings are a bright spot

Amid these market and economic concerns, corporate earnings continue to be strong. Earnings-
per-share growth of 18.2% year-over-year is the highest since 2021, according to FactSet. This
earnings season was characterized by broad participation in growth across sectors and growing
profit margins, which are indicators of a healthy economy. Notably, 75% of companies have
exceeded consensus earnings estimates, in-line with the 10-year average. However, the size of the

earnings beats was greater than the 10-year average.
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Chart: The stock market follows earnings in the long run

Market and Economic Chartbook | July 1,2025

£ Intelligent
The Stock Market and Earnings Capitalworks

S&P 500 Index price and trailing earnings-per-share since 1990

7000 $300
Jun30,2025

EPS 5250
6000

— S&P 500 Index (Left)
S&P 500 Earnings-Per-Share (Right)

5000
$200

4000
$150

S&P 500 Index

3000

S&P 500 Earnings-Per-Share

$100
2000

1000 50

1995 2000 2005 2010 2015 2020 2025

Latest data point i Jun 30, 2025

Sources: Clearnomics, LSEG,
Standard &Poor's

In the long run, growing corporate earnings
are what drive financial markets higher, in
spite of day-to-day headlines and investor
fears. Current Wall Street estimates
suggest that the S&P 500 earnings-per-
share could reach $266 this year,
representing a 12% growth rate. While
much could change in the coming months,
focusing on fundamental drivers such as
earnings is far more important than
reacting to daily headlines.

The bottom line? Investors should
stay disciplined as markets adjust to
tariffs, inflation, Al trends, and more.
Stock market volatility is a normal
part of investing. Those who can stay

balanced and focused have historically been in a better position to achieve financial

success.
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Intelligent Capitalworks is the tradename for ICW Investment Advisors LLC ("ICWIA"). ICW
Investment Advisors LLC is registered as an investment adviser with the Securities and Exchange
Commission (SEC) and only transacts business in states where it is properly registered, or is
excluded or exempted from registration requirements. SEC registration does not constitute an
endorsement of the firm by the Commission, nor does it indicate that the firm has attained a
particular level of skill or ability.

This publication has been prepared for informational purposes only and is not an offer to buy or sell
or a solicitation of an offer to buy or sell any securities, or to participate in any trading strategy.

ICWIA believes the information presented in this publication is factual and up-to-date, but does not
guarantee its accuracy and you should not regard this publication as a complete and exhaustive
analysis of the subjects discussed herein.

All opinions expressed reflect our judgment as of the date of publication and are subject to change.
You should not construe the content of this publication as being personalized investment advice.
You should engage a professional advisor before pursuing any of the investment ideas or
implementing any of the strategies presented in this publication.

Past performance may not be indicative of future results. All investment strategies have the
potential for profit or loss. Different types of investments involve varying degrees of risk, and there
can be no assurance that any specific investment or strategy will be suitable or profitable for your
portfolio. There can be no assurances that an investment or portfolio will match or outperform any
particular benchmark.

Working with a financial advisor is not a guarantee of future financial success.

Always consult an attorney or tax professional regarding your specific legal or tax situation. ICWIA
does not provide legal, tax, accounting, actuarial, or pension consulting advice or services.

Clearnomics® is the author this material and the legal entity responsible for the production of this
publication.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
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infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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