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THE3C’S | RECESSION NOT THE BASE CASE | INTERNATIONAL
ROSS MAYFIELD: Can you break down the 3 C’s framework you use to assess the current market and economy?

NICHOLAS BOHNSACK: In environments of heightened volatility—and amid some debate as to whether the U.S. might find
itself in a recession—we try to focus on first principles that underpin the strength of the economy. And that’s the consumer,
corporate credit, and corporate profits, or the 3 C’s. For the consumer, mercifully, spending has been fairly resilient. We've
seen some erosion in sentiment, but consumer spending depends on the labor market and that's remained generally intact.
Initial unemployment claims, while volatile week to week, are still low. Things are slightly softer at some of the lower income
brackets but are still in decent shape over all.

The second C, corporate credit, is particularly important to me. We did see credit spreads start to rise and even break through
the widest levels seen during last August’'s selloff. Spreads have retreated inside that level for now, but will be important to
watch to see whether this uncertainty will develop into a financial event. We haven’t seen that yet, and that's why recession is
still not our base case (even though our odds of recession over the next year have risen to 45%).

And the third C is corporate profits and this one is pretty straightforward. You can have environments where profit growth is
negative and not have a recession, but it's very difficult for profits to grow through a recession. And so, for the moment, the
outlook on corporate profits remains positive. Expectations have eroded, particularly for Q2 and to a lesser extent for the
second half of the year. And we’re really paying attention to how the second half of the year shakes out. You're going to see
some pull forward of activity in Q2 from importers trying to get ahead of tariffs, and you'll likely see a little bit of pull back in
activity as others take a wait-and-see approach. But all in all, corporate profits remain generally healthy.

ROSS: Thinking of the market today, what other things are you watching or considering as an allocator?

NICHOLAS: | think there's two important themes to consider here. 2025 Year-to-date Return
Number one, | think there was a pent-up desire to unwind some  (as of April 29)

aggressive Magnificent 7 ownership. | think that had been building over
the last couple of years, and a lot of investors didn't want to be the first 100 ™ A\ A%

one to hit the “sell” button. But the noise of the tariff policies allowed the ' " Large Cap
market to flush some of that excess. Because of that, I'm not convinced ex-Mag. 7
that all the weakness we saw in early April was the result of tariff policy, \J/\f

and we can take solace that the market may not be as weak as that 15%
sell-off suggested it might be. Now, the sector leadership coming out of Mag. 7

this phase, whatever this phase ultimately turns out to be, is unlikelyto g
be the Big Tech / Growth names that were formerly leaders. | also think

that there's an opportunity here to increase exposure levels to
international equities. We've talked a lot about deglobalization in recent 7o
years, and | think we'll find over the next 3-5 years that allocators are Jan Feb Mar Apr May
going to carry a slightly higher share of international equity in portfolios

than they have over the last decade.

Source: FactSet
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IMPORTANT DISCLOSURES

This conversation is lightly edited and consolidated from an interview located at www.youtube.com/@BairdTV.

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.

This communication was prepared by Strategas Securities, LLC (“we” or “us”). Recipients of this communication may not
distribute it to others without our express prior consent. This communication is provided for informational purposes only and
is not an offer, recommendation or solicitation to buy or sell any security. This communication does not constitute, nor should
it be regarded as, investment research or a research report or securities recommendation and it does not provide information
reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material fact
regarding any company, industry or security. Additional analysis would be required to make an investment decision. This
communication is not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance
of any particular client and is not presented as suitable to any other particular client; therefore, this communication should
be treated as impersonal investment advice. The intended recipients of this communication are presumed to be capable of
conducting their own analysis, risk evaluation, and decision-making regarding their investments.

For investors subject to MiFID Il (European Directive 2014/65/EU and related Delegated Directives): We classify the
intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning of MiFID I
and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on an independent basis
and are not “investment advice” or “personal recommendations” within the meaning of MiFID Il and the rules of the UK
Financial Conduct Authority.

The information in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee
its accuracy. The information is current only as of the date of this communication and we do not undertake to update or
revise such information following such date. To the extent that any securities or their issuers are included in this
communication, we do not undertake to provide any information about such securities or their issuers in the future. We do
not follow, cover or provide any fundamental or technical analyses, investment ratings, price targets, financial models or
other guidance on any particular securities or companies. Further, to the extent that any securities or their issuers are
included in this communication, each person responsible for the content included in this communication certifies that any
views expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same
and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations
or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly
disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained
in this communication.

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered investment
adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. Strategas Securities,
LLC is also affiliated with and wholly owned by Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA
member firm, although the two firms conduct separate and distinct businesses.

A complete listing of all applicable disclosures pertaining to Baird with respect to any individual companies mentioned in
this communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-
disclosures.aspx.

You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue,
Milwaukee, WI 53202.
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