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UNDERSTANDING THE CURRENT MARKET SELLOFF

Chart of the Month - March 2025

RECAP OF YEAR-TO-DATE MARKET PERFORMANCE

Stocks started 2025 trading higher but have since pulled back. The S&P 500 has declined more than -8% from its
all-time high on February 19th, lowering its year-to-date return to -5% (Figure 1). The Nasdaq 100, an index of
technology and growth stocks, is down -7% year-to-date, while the small-cap-focused Russell 2000 has fallen -9%.
The Magnificent 7, a group that includes Microsoft, Apple, Meta, Alphabet, Amazon, Nvidia, and Tesla, has
declined nearly -15%. Given the recent volatility, our team wanted to discuss the current environment and provide
a market update.

WHAT’S BEHIND THE MARKET SELLOFF?

Several factors are contributing to the current market selloff. First, momentum stocks that led the 2024 rally are
now experiencing a sharp reversal. Figure 2 shows 2024’s top performers have become 2025’s underperformers.
Technology stocks, the Magnificent 7, and Large Cap Growth powered last year’s gains, fueled by enthusiasm for
the artificial intelligence industry. However, the concentrated rally led to stretched valuations and crowded
positioning, particularly among the biggest companies. As those stocks lose momentum, it’s triggering a rapid
unwind, with a large amount of capital rotating at once. Second, investor exposure to the stock market was high
entering 2025. Households’ allocation to stocks reached a record high, and institutional investors, such as
pension funds, endowments, and insurance companies, increased their leverage and equity exposure last year as
stocks traded higher. Now, institutional investors and hedge funds are deleveraging, adding to the selling
pressure. Third, optimism around the Trump administration’s pro-growth policies has given way to concern, with
worries that spending cuts and the uncertainty created by tariffs will slow economic growth.
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FIGURE 1 - S&P 500 Performance (Last 5 Years)
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FIGURE 2 - Performance Comparison (2024 vs 2025)
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FIGURE 4 — High Yield Bond Spreads (Since 1997)

FIGURE 3 - Weekly Economic Index  (Last 5 Years)
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MARKET VOLATILITY VS ECONOMIC REALITY

It’s important to remember that the stock market isn’t the economy, with some data points signaling a different
economic reality. The Federal Reserve’s Weekly Economic Index (WEI), which tracks real-time activity using data
such as unemployment claims, rail traffic, steel production, and tax withholdings, remains positive (Figure 3).
Despite recent stock market volatility, the WEI suggests the broader economy hasn’t felt a significant impact. In
the bond market, high-yield credit spreads, which measure the difference in yield between riskier corporate
bonds and U.S. Treasuries, remain near all-time lows (Figure 4). The stability of credit spreads indicates that, so
far, the selloff has been largely confined to the stock market. Together, these two data points suggest the recent
volatility may be a market-specific adjustment rather than a systemic issue or sign of broader financial strain.

IS THIS NORMAL AND CAN THE MARKET SELLOFF CONTINUE?

Market volatility can be unsettling, but it's a normal part of investing. Periods of enthusiasm often lead to
recalibration. It’s natural to feel uncertain, but history shows that staying invested through volatility and
maintaining a longer-term view is a prudent approach. Since 1928, the S&P 500 has experienced a decline of -5%
or more in 91 of the past 98 years. Yet, markets have demonstrated an ability to recover and rewarded patience.
By maintaining a diversified portfolio aligned with your long-term goals, we’re positioned to weather the market’s

swings.
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FIGURE 3 — Weekly Economic Index [Last5 Years) FIGURE 4 —High Yield Bond Spreads (Since 1997)
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SHARE THE VALUE OF PHASES FINANCIAL GROUP

Love working with us? Share the wealth—literally! If you know someone who could benefit from our expertise,
we’d love an introduction. You can send them our contact info or make a quick referral through our website. Your
recommendation means the world to us!

REACH OUT TO US

650.313.2740 703 High Street, Palo Alto, CA 94301

JUAN ROJAS MICHAEL LIPKINS
AAMS®, AIF® — Financial Advisor, RJIFS CA Insurance AIF® — Financial Advisor, RJFS CA Insurance
License #0D21604 Partner, PFG License #0C73111 Partner, PFG

«EXCELLENCE IMPLIES STRIVING FOR THE HIGHEST STANDARDS IN EVERY
PHASE OF LIFE»

— John W. Gardner —

The financial advisors at Phases Financial Group operate as independent financial advisors for Addison Avenue Investment Services. Financial advisors offer securities through
Raymond James Financial Services, Inc. Member FINRA/SIPC, and securities are not insured by credit union insurance, the NCUA or any other government agency, are not deposits or
obligations of the credit union, are not guaranteed by the credit union, and are subject to risks, including the possible loss of principal. Phases Financial Group is not a registered
broker/dealer and is independent of Raymond James Financial Services. Additionally, First Technology Federal Credit Union and Addison Avenue Investment Services are not
registered broker/dealers and are independent of Raymond James Financial Services and Phases Financial Group. Investment advisory services are offered through Raymond James
Financial Services Advisors, Inc.

The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete. Any opinions are those of
Phases Financial Group and not necessarily those of Raymond James.

Figure 2 Additional Disclosures — The performance information shown herein is based on price returns and does not reflect the deduction of advisory and/or other fees normally
incurred in the management of a portfolio. Stock performance data is based on the following instruments: iShares S&P 500 Growth ETF (IVW), Invesco S&P 500 Top 50 ETF (XLG),
Financial Select Sector SPDR Fund (XLF), Invesco QQQ Trust Series | (QQQ), SPDR S&P 500 ETF Trust (SPY), Technology Select Sector SPDR Fund (XLK), Invesco S&P 500 Equal Weight
ETF (RSP), iShares Russell 2000 ETF (IWM), iShares S&P 500 Value ETF (IVE), Consumer Staples Select Sector SPDR Fund (XLP), Health Care Select Sector SPDR Fund (XLV).

The information and opinions provided herein are provided as general market commentary only and are subject to change at any time without notice. This commentary may contain



https://www.raymondjames.com/phasesfinancial/contact-us/refer-us

forward-looking statements that are subject to various risks and uncertainties. None of the events or outcomes mentioned here may come to pass, and actual results may differ
materially from those expressed or implied in these statements. No mention of a particular security, index, or other instrument in this report constitutes a recommendation to buy,
sell, or hold that or any other security, nor does it constitute an opinion on the suitability of any security or index. The report is strictly an informational publication and has been
prepared without regard to the particular investments and circumstances of the recipient.

Past performance does not guarantee or indicate future results. Any index performance mentioned is for illustrative purposes only and does not reflect any management fees,
transaction costs, or expenses. Indexes are unmanaged, and one cannot invest directly in an index. Index performance does not represent the actual performance that would be
achieved by investing in a fund.
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