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Fortis Asset Management Quarterly
Economic Update

U.S and Canadian Markets

U.S. stocks notched a solid gain in the fourth quarter as investors cheered lower
interest rates and solid corporate profits while navigating limited economic
updates due to the U.S. government shutdown.

The Standard & Poor’'s 500 Index gained 2.35 percent, while the Nasdaq
Composite added 2.57 percent. The Dow Jones Industrial Average advanced
3.59 percent. The Toronto Stock Exchange capped a strong year with a solid Q4,
picking up 5.63 percent.!

October Shutdown

U.S. stocks rose for the sixth consecutive month in October as Al- and tech-led
advances pushed major averages.?

Solid Q3 corporate results helped drive market momentum over a month that is
notorious for declines. However, after the U.S. Senate failed to pass dueling
funding bills that would have prevented the shutdown, sentiment began to shift
negatively.?

Late-Month November Rally

Stocks then turned mixed in November as a late-month rally clawed back some
losses from earlier in the month. After the U.S. federal government’s shutdown
ended, investors' focus shifted to the Federal Reserve as they kept an eye on big
consumer-related stocks for insights into the economy, with few official monthly
economic reports being issued.34
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December Ends Quietly

U.S. stocks regained some momentum in December but faced pressure late in
the month. A fresh CPI report showed inflation cooled in November, lifting stocks
across the board. The Federal Reserve cut short-term rates, but the jolbbs market
continued to give mixed signals, which created anxiety about how the Fed will
guide rates in 2026.567

U.S. Sectors

Health Care (+11.22 percent) was the clear leader for Q4, while Technology
(+2.14 percent) came in just shy of the overall Index. Financials (+1.65 percent),
Materials (+1.16 percent), Industrials (+0.55 percent), and Energy (+0.11 percent)
also posted gains. Consumer Discretionary (-0.36 percent), Communication
Services (-0.57 percent), and Consumer Staples

(-0.88 percent) were under pressure, while Utilities (-2.32 percent) and Real
Estate (-4.23 percent) suffered larger declines.8

Canada Recap

Canada released its third-quarter gross domestic product data in October,
which showed the economy grew a modest 1.2 percent year over year. The
report showed that tfrade tensions and investment weakness took a toll on the
economy.?

Canadian stocks also pushed higher despite a disappointing employment
report, which showed the economy created 2,000 jobs over the quarter (10,000
expected). On the upside, unemployment dropped to 6.5 percent in
November—its lowest level since July 2024—and the Canadian consumer
continued to spend despite mixed updates on consumer sentiment.10
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Markets Recap

December
2025 (%) Q4 2025 |Year-to-Date (%)

S&P 500 -0.05% 2.35% 16.39%
Nasdaqg -0.53% 2.57% 20.36%
Russell 2000 -0.74% 1.86% 11.29%
S&P/TSX Composite 1.05% 5.63% 28.25%
10-Year Treasury Notes 4.16% 4.15% -0.46%
Fed Funds Rate 3.50% - 3.75% 4.00 - 4.25%  4.25% - 4.50%

What Investors May Be Talking About in January

In the month ahead, federal workers will continue to work overtime to catch up
on all the economic reports delayed by the shutdown.

While they have been making steady progress, five key reports remain delayed:
Retail sales, industrial production, housing starts, new home sales, and durable
goods.!!

Fed officials believe they will be caught up by the end of January. Ironically,
that's when the temporary spending bill passed in November 2025, which
ended the 43-day shutdown, will run out of funds.!!

By month’s end, expect attention to focus on how Congress will structure a new
spending bill.
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World Markets

The MSCI EAFE Index rose 4.54 percent in the fourth quarter. It outperformed all
three major U.S. market averages over the quarter and for the full year.12

In Europe, Spain (+11.84 percent) was the clear leader among the major
developed markets. The United Kingdom (+6.21 percent) and Italy (+5.20
percent) also outperformed the MSCI EAFE Index, while France (+3.21 percent)
and Germany (+2.55 percent) also logged gains.'2

Pacific Rim stocks were mixed, with Japan (+12.03 percent) notching a solid
gain for the three months. Australia (-1.52 percent) was under pressure. Korea
(+23.06 percent) was the standout for the quarter and year (75.63 percent.).12

World Market Recap

December 2025
Index (%) Q4 2025 Year-to-Date (%)

Global
Hang Seng (China) -0.88% -4.56% 27.77%
KOSPI (Korea) 7.32% 23.06% 75.63%
Nikkei (Japan) 0.17% 12.03% 26.18%
Sensex (India) -0.60% 6.13% 9.02%
ASX 200 (Australia) 1.16% -1.52% 6.80%
Europe
DAX (Germany) 2.74% 2.55% 23.01%
CAC 40 (France) 0.33% 3.21% 10.42%
IBEX 35 (Spain) 5.72% 11.84% 49.37%
FTSE 100 (United Kingdom) 2.17% 6.21% 21.51%
IT40 (Italy) 3.66% 5.20% 31.47%
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Indicators
Please note: Some U.S. government reports remain delayed.

Gross Domestic Product (GDP): The economy grew at a 4.3 percent annualized
pace in the third quarter, based on the initial Q3 estimate from federal data
delayed by the government shutdown. It beat economists’ forecasts of 3.2
percent and marked the highest economic growth in two years.3

Employment: The latest jobs report combined full data for November and partial
data for October. Employers added 64,000 jobs in November, an upside
surprise, as economists had only anticipated a 40,000 job gain. By contrast, the
economy shed 105,000 jobs in October, reflecting government job cuts pared
by private sector gains.14

Retail Sales: While federal data for November retail sales was still unavailable as
of late December, the Chicago Fed's Advance Retail Trade Summary
estimated that retail and food services sales (excluding autos and auto parts)
rose 0.3 percent in November over the prior month.15

Industrial Production: In December, the U.S. federal government released three
months of industrial production data that had been delayed due to the
shutdown. Industrial output increased 0.2 percent in November, slightly beating
expectations, after October’s 0.1 percent decline.!é

Housing: Homebuilder confidence for newly built single-family homes rose 1
point in December over the prior month, to a score of 39. November’s score of
38 was its highest reading in seven months, suggesting that homebuilder
confidence is holding for now despite less builder optimism overall. (A reading
over 50 indicates most single-family homebuilders are confident in overall
housing market conditions, while a lower reading indicates less builder
optimism.)!”
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Sales of existing homes rose 0.5 percent in November over the prior month,
falling off from October’'s upwardly revised 1.5 percent month-over-month gain.

Year over year, sales fell 1.0 percent compared with October’s 1.7 percent
gain. Regionally, sales increased month over month in the Northeast and South,
were flat in the West, and fell in the Midwest.18

The median existing home sales price in November was $409,200, 1.2 percent
higher than a year ago. The supply of unsold homes decreased slightly month
over month but increased 7.5 percent year over year.18

Consumer Price Index (CPI): Consumer prices rose 2.7 percent in November
over the prior 12 months, cooler than the 3.1 percent annualized rise economists
expected and slower than September’s +3.0 percent pace. Core inflation,
which excludes volatile food and energy prices, rose 2.6 percent year over
year—both cooler than expectations and slower than September’s 3.0 percent
increase.!?

Durable Goods Orders: Orders of manufactured goods designed to last three
years or longer fell 2.2 percent in October (the latest available federal data),
falling farther than the 1.5 percent decline expected. It followed September’s
0.7 percentrise, revised up from +0.5 percent. Transportation orders dropped 6.5
percent, including a 20.1 percent decline in civilian aircraft orders. Excluding
transportation, new orders rose 0.2 percent. Private sector data suggests that
manufacturing activity picked up in November and December, which may
indicate arise in federal data for November orders.20

The Federal Reserve
The Federal Reserve convened two official meetings in the fourth quarter, during
which officials delivered numerous speeches over the three-month period.

The Federal Open Market Committee (FOMC) cut interest rates by a quarter
percentage point at its October meeting, a move widely expected. Federal
Reserve Chair Jerome Powell said in his post-meeting press conference that
another rate adjustment in December was “not a foregone conclusion,” due in
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part to the government shutdown making up-to-date economic data reports
scarce, and the challenge of setting monetary policy without them.2!

However, the FOMC ultimately cut rates by another quarter percentage point
at its December meeting. At his post-meeting press conference, Fed Chair
Powell said it would be a higher bar for further rate adjustments.22

Minutes from the December meeting, released on December 30, confirmed
themes consistent with those presented in Powell’'s December press conference.
Members remain concerned about a wobbly labor market, but remain focused
on.z3

The Federal Reserve'’s first meeting of 2026 is January 27-28
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This material does not constitute a recommendation to engage in or refrain from a particular course of action. The information within has not been tailored
for any individual. This commentary is brought to you courtesy of MML Investors Services, LLC (Member SIPC) and a subsidiary of Massachusetts
Mutual Life Insurance Company (MassMutual), Springfield, MA 01111-0001. Past performance is not indicative of future performance.

The content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal advice. Please
consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by FMG Suite to provide
information on a topic that may be of interest. FMG Suite, LLC, is not affiliated with the named representative, broker-dealer, or state- or SEC-registered investment
advisory firm. The opinions expressed and material provided are for general information and should not be considered a solicitation for the purchase or sale of any
security. Investing involves risks, and investment decisions should be based on your own goals, time horizon and tolerance for risk. The return and principal value of
investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost.

Any companies mentioned are for illustrative purposes only. It should not be considered a solicitation for the purchase or sale of the securities. Any investment should
be consistent with your objectives, timeframe, and risk tolerance. The forecasts or forward-looking statements are based on assumptions, subject to revision without
notice, and may not materialize. The market indexes discussed are unmanaged and generally considered representative of their respective markets. Individuals cannot
directly invest in unmanaged indexes. Past performance does not guarantee future results.

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock market. The
S&P 500 Composite Index is an unmanaged group of securities considered to be representative of the stock market in general. The Nasdaq Composite is an index of
the common stocks and similar securities listed on the Nasdaq stock market and considered a broad indicator of the performance of stocks of technology and growth
companies. The Russell 1000 Index is an index that measures the performance of the highest-ranking 1,000 stocks in the Russell 3000 Index, which is comprised of
3,000 of the largest U.S. stocks. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI) and serves as a benchmark for the performance
in major international equity markets, as represented by 21 major MSCI indexes from Europe, Australia, and Southeast Asia. Index performance is not indicative of
the past performance of a particular investment. Past performance does not guarantee future results. Individuals cannot invest directly in an index. The return and
principal value of stock prices will fluctuate as market conditions change. And shares, when sold, may be worth more or less than their original cost.

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks unique to a specific
country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility.

The Hang Seng Index is a benchmark index for the blue-chip stocks traded on the Hong Kong Stock Exchange. The KOSPI is an index of all stocks traded on the
Korean Stock Exchange. The Nikkei 225 is a stock market index for the Tokyo Stock Exchange. The SENSEX is a stock market index of 30 companies listed on the
Bombay Stock Exchange. The Jakarta Composite Index is an index of all stocks that are traded on the Indonesia Stock Exchange. The Bovespa Index tracks 50 stocks
traded on the Sao Paulo Stock, Mercantile, & Futures Exchange. The IPC Index measures the companies listed on the Mexican Stock Exchange. The MERVAL
tracks the performance of large companies based in Argentina. The ASX 200 Index is an index of stocks listed on the Australian Securities Exchange. The DAX is a
market index consisting of the 30 German companies trading on the Frankfurt Stock Exchange. The CAC 40 is a benchmark for the 40 most significant companies on
the French Stock Market Exchange. The Dow Jones Russia Index measures the performance of leading Russian Global Depositary Receipts (GDRs) that trade on the
London Stock Exchange. The FTSE 100 Index is an index of the 100 companies with the highest market capitalization listed on the London Stock Exchange.

Please consult your financial professional for additional information.
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