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Key 2025 Drivers: Consumer Wealth and Confidence
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Key 2025 Drivers: Liquidity and Excess Capital Conditions Still Favorable
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Key 2025 Drivers: Less Restrictive Global Monetary Policy

Global Central Bank Policy Rate and Forecasts (%)
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Key 2025 Drivers: Fiscal Spending May Slow

Deficit as a Percent of GDP
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Base Case Outlook: Upside With Uncertainty

Asset/Market

Base Case View

Investment Implications

Equities

Rates

Spreads

Curve

Macro conditions support further
momentum in the first half

Rates will be contained by further
Fed easing, weaker growth, and a
slow grind down in inflation

Rangebound spread outlook given
demand for yield and strong
fundamentals

Modest steepening as Fed
continues to cut

Policy uncertainty, profit taking, and
stretched valuations suggest lower returns
than in 2024 and higher volatility

Yield carry will drive returns, but duration
will be a hedge against macro uncertainty

Valuations make it difficult to add value
beyond yield; security selection and wider
opportunity set will be key to excess returns

Fed pricing suggests yields are fully priced;
extending out of cash to coupon bonds
makes sense as curves steepen
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Surprises or Dynamics that Could Alter Outlooks in 2025

Risk/Headwind Possible Impacts

Deeper Labor Market Weakness Recession fears
Inflation Pressure Pressure on rates and equities
Tariff/Immigration Fallout Inflationary pressure
EPS Disappointment Lower equity outlooks, valuations

Pressure on rates/Slower growth if

Deficit/Spending Jess qaanelie

Alternative Energy/Shift to Nuclear Lower traditional energy prices
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Rate Outlook: Fair Value is a Moving Target

Rate Expectations and Yields
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Rate Outlook: Building Blocks

Fair Value at 4% Fed Funds with Slope/Term Premium
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Rate Outlook: Priced for Limited Economic Downside

Fair Value vs. Current Yields (%)
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Credit/Spread Outlook: Riding the Range

Investment Grade Credit Spreads
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Things to Look Out For: Volatility Events or Deteriorating Fundamentals
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Fixed Income QOutlook: A Nice Base
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Relationship Between Yield Level and Forward Return
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Asset Allocation Outlook: Relative Value Suggests Rebalancing

|
Equity Earnings Yield vs. Bond YTM
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Asset Allocation Outlook: High Equity Allocations Also Suggest Rebalancing

|
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Asset Allocation Outlook: Cash is Less Attractive vs. Coupon Bonds

2Yr Treasury/3M T-bill Curve
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Asset Allocation Outlook: Municipals Offer Attractive Risk/Reward
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Municipal Yields and Volatility vs. Core Fixed Income Markets
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Asset Allocation Outlook: Multi-Asset Income Also Has Favorable Risk/Reward
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Equity Outlook: Priced for Perfection
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Equity Outlook: Favor US

US Economic Policy Uncertainty Index —
Trade-Weighted Dollar Index Y ¥
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Equity Outlook: Overweight Small Caps

S&P vs Small Caps Small Business Index — Outlook of Conditions
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IMPORTANT DISCLOSURES

This report is for informational purposes only and is not intended as investment advice or an offer or solicitation with respect to the
purchase or sale of any security, strategy or investment product. Although the statements of fact, information, charts, analysis and data
in this report have been obtained from, and are based upon, sources Sage believes to be reliable, we do not guarantee their accuracy,
and the underlying information, data, figures and publicly available information has not been verified or audited for accuracy or
completeness by Sage. Additionally, we do not represent that the information, data, analysis and charts are accurate or complete, and
as such should not be relied upon as such. All results included in this report constitute Sage’s opinions as of the date of this report and
are subject to change without notice due to various factors, such as market conditions. No part of this Material may be reproduced in
any form, or referred to in any other publication, without our express written permission.

Investors should make their own decisions on investment strategies based on their specific investment objectives and financial
circumstances. All investments contain risk and may lose value. Debt or fixed income securities are subject to market risk, credit risk,
interest rate risk, call risk, tax risk, political and economic risk, derivatives risk, income risk, and other investment company risk. As
interest rates rise, bond prices fall. Credit risk refers to an issuer’s ability to make interest payments when due. Below investment grade
or high yield debt securities are subject to liquidity risk and heightened credit risk. Foreign investments involve additional risks as noted
above. Investing involves substantial risk and high volatility, including possible loss of principal. Bonds and bond funds will decrease in
value as interest rates rise. Our Tactical ETF strategy invests in exchange traded funds (ETFs). Investors should consider funds’
investment objectives, risks, charges, and expenses carefully before investing. The investment return and principal value of an
investment will fluctuate, so that an investor’s shares, when redeemed, may be worth more or less than their original cost. ETFs trade
like stocks and may trade for less than their net asset value. Different types of investments involve varying degrees of risk, and there can
be no assurance that any specific investment will either be suitable or profitable for a client’s investment portfolio. Past performance is
not a guarantee of future results.

Sage Advisory Services, Ltd. Co. is a registered investment adviser that provides investment management services for a variety of

institutions and high net worth individuals. For additional information on Sage and its investment management services, please view our
web site at www.sageadvisory.com, or refer to our Form ADV, which is available upon request by calling 512.327.5530.
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