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2025 outlook

Solid fundamentals amid
policy uncertainty

Investment Strategy Team

In 2024, the financial markets and economy held up remarkably well despite
uncertainty around the economy, elevated interest rates and the U.S. presidential
election. U.S. economic growth remained consistently above trend, households
continued to spend, inflation rates moderated and the S&P 500 gained more
than 20% for the second consecutive year.

As we look to 2025, we see much of this positive economic momentum continuing,
although the pace of economic growth and U.S. stock market gains may cool.

We expect U.S. gross domestic product (GDP) much more the Federal Reserve will reduce
growth to moderate but remain positive, supported interest rates if the economy is solid, deficits
by a healthy consumer and resilient labor market. are likely rising and inflation remains rangebound.

In our view, these solid fundamentals also underpin
an ongoing U.S. stock market expansion, albeit
perhaps with more bouts of volatility and more
modest gains ahead.

But we continue to view market volatility as an
opportunity for investors to rebalance, diversify
and add quality investments to stock and bond
portfolios in the year ahead. As the adage goes,

While we see no signs of a recession or downturn bull markets don’t die of old age; something
on the horizon, woven into the 2025 narrative tends to kill them — typically a recession, Fed rate
are new walls of worry for financial markets to hikes or an external shock such as the pandemic.

climb. These include uncertainty around new
policy initiatives as the incoming presidential
administration tackles issues around taxes,
deregulation and tariffs. Investors will also
be focused on central bank policy and how

While the latter is hard to predict, we don’t
see either an economic downturn or Fed rate
increases anytime soon, which is good news
for long-term investors.
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Here are our 10 key views for 2025

1.
2.

o Gl e B8

U.S. economic growth moderates, but the “soft landing” prevails

The U.S. labor market eases but remains resilient, with the unemployment rate remaining
below 4.5%

Inflation approaches 2% before settling in the 2%-3% range

The Fed slows the pace of interest rate cuts, targeting the 3.5%-4% range

The bull market continues into year 3, with moderate gains

Broadening market leadership strengthens the case for portfolio diversification

Bonds take the lead over cash

. 10-year Treasury yield remains in the 4%-4.5% range

International momentum continues to lag

. Watching for curveballs: Policy uncertainty could drive volatility
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1. U.S. economic growth moderates, but the ‘soft landing’ prevails

Looking ahead to 2025, we believe the U.S.
economy will continue to see positive economic
momentum. Consumption in the U.S. held

up wellin 2024, despite inflation rates above
the Fed’s target and elevated borrowing costs.

We expect conditions for U.S. households to
improve somewhat in the year ahead as the Fed
continues to cut rates (albeit perhaps just two

or three times in 2025) and inflation continues
to moderate and remain contained. Wage growth
should also remain above inflation rates, which
means consumers can continue to benefit from
positive real wages.

While economic growth could cool a bitin

economy, may moderate as consumers — particularly
those in lower income brackets — pull back
spending in leisure, hospitality and food services.

However, we see the potential for U.S. GDP
growth to reaccelerate toward the back half
of 2025, perhaps driven by two key reasons:

1.

The lower federal funds rate, even if marginally
below current levels, should flow through to

the real economy by the end of 2025, supporting
household and corporate consumption.

. Proposed pro-growth policies, including

deregulation and tax cuts, should start to take
shape by year-end and could drive consumption,
as well as positive sentiment in financial markets.

the first half of the year, perhaps to 1.5%-2%,
we do not expect a downturn or recession. The
U.S. manufacturing sector, which remained in
contraction for much of 2024, may stabilize and
expand in the year ahead. However, the services
sector, which makes up about 77% of the U.S.

These may be offset by uncertainty around tariffs
and trade wars, but we see this risk contained more
to specific industries and global peers. It should
not outweigh the broader pro-growth impulses

we may see by year-end 2025.

Average wage growth has outpaced inflation; this should continue in 2025

@ CPlinflation (YoY%) @ Average hourly earnings (YoY%)
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2.The U.S. labor market eases
but remains resilient, with the
unemployment rate remaining
below 4.5%

Perhaps a key source of strength for the

U.S. economy has been its resilient labor
market. Generally, when consumers are secure
in their employment, they feel more confident
in spending — and consumer spending makes
up about 70% of U.S. GDP.

In 2024, the labor market moderated but
remained healthy versus historical levels. For
example, the U.S. unemployment rate has risen
from a post-pandemic low of 3.4% to around 4.1%.
Nonetheless, even at 4.1%, the unemployment
rate remains well below long-term averages

of closerto 5.7% in the U.S.

In our view, the U.S. labor market appears
to be normalizing after a period of outsized
strength following the pandemic. The labor
supply has steadily moved higher, with more
new entrants to the labor market and better
labor force participation rates.

Meanwhile, the demand for labor seems to

be cooling, as job openings across industries
have moved lower. This better supply and
demand of labor has helped cool a potentially
overheated labor market in recent years.

We believe leading indicators of the labor

market all point to further modest cooling
ahead. These include job openings and quits
rates (the percentage of workers who voluntarily
quit their jobs), as well as broader metrics such
as the Fed’s Labor Market Conditions Index.

In our view, the monthly nonfarm jobs figure
could moderate toward long-term average
levels, while the U.S. unemployment rate
may rise modestly. Even so, it should remain
generally contained below 4.5%.
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As with economic growth, we may see a this could create a supply shock. This in turn may
reacceleration of the labor market toward force employers to push wages higher, especially
the end of 2025. In our view, lower borrowing in low-cost labor industries such as restaurants,
costs, growing use cases in artificial intelligence manufacturing and hospitality.

(Al) and potential pro-growth policies could

spark incremental hiring activity. This could raise inflation further, particularly

in the services sector. If more extreme policy

Perhaps the wild card in the labor market outlook proposals are avoided, however, the U.S. labor
is a proposed new immigration policy. If we see market should be able to absorb a modestly
an outsized reduction in the U.S. labor force, lower labor supply with minimal disruptions.

Leading indicators of the U.S. labor market point to further modest cooling ahead
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Source: Bloomberg.
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3. Inflation approaches 2% before settling in the 2%-3% range

Services inflation likely to moderate further, but policy mix poses upside risk

@ Coreservices @ Coregoods @ Core CPI
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Overall, we expect the trend for inflation rates
to remain downward, potentially approaching 2%
in 2025. However, the path may be bumpy, and
inflation could settle in the 2%-3% range rather
than hitting the Fed’s target and staying there.

Core inflation, which excludes food and energy,
has been cutin half since it peaked at 6.6% in
2022. While further progress was made in 2024,
the pace of disinflation has slowed, and the push
to remain consistently at the Fed’s 2% target may
be harder to achieve.

Goods prices have been a key deflationary force,
posting monthly declines throughout 2024. In
contrast, services inflation remains stubborn,
moderating at a slow pace. A further moderation
in housing costs, as suggested by market-rent
measures, and cooling wage growth should help
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apply downward pressure to inflation. Additionally,
a sustained rise in productivity could support
solid economic growth without stoking inflation.

However, the potential for loose fiscal policy,
higher tariffs and immigration restrictions poses
upside risks for inflation. Goods inflation may see
a modest one-off increase in prices if universal
tariffs are implemented, but this is unlikely to
be an ongoing source of inflation that would force
the Fed to resume rate hikes. Ultimately, services
inflation, which accounts for 74% of the core
CPl weight (versus 26% for goods), will be the
key driver of inflation trends in 2025.

Perhaps the good news for investors is that
we expect inflation rates to remain contained
and do not see a return to the above-4% figures
we saw during the post-pandemic period.
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4. The Fed slows the pace of interest rate cuts, targeting the 3.5%-4% range

We see the Fed continuing its rate-cutting cycle
in 2025 to gradually remove its restriction on

the economy. With the fed funds rate now around
4.5% and core personal consumption expenditure
(PCE) inflation around 2.8%, we believe there is
room to bring rates down to a less restrictive policy
stance, perhaps settling in the 3.5%-4% range.

This recalibration by the Fed is backed by
improvement in inflation rather than an economic
downturn, which is expected to continue supporting
the expansion, likely keeping the economy on track
for a soft landing. In general, a neutral fed funds rate
tends to be about 1% above inflation rates, which
we see settling in the 2%-3% range. This implies
perhaps a relatively shallow set of rate cuts ahead.

Fed likely continues cutting rates to 3.5%-4%

@ Fedfundsrate
W Fed funds: Fed projection
@ Fed funds: Market-implied
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The Fed began cutting interest rates in 2024

as its employment and price mandates returned

to better balance, with the labor market normalizing
and inflation gradually moderating. However,

the Fed’s preferred core PCE inflation gauge
remains above the 2% target, and the pace

of disinflation has slowed.

Additionally, pro-growth policies could drive
some resurgence in economic growth, potentially
spurring more hiring, while immigration reform
could reduce the number of available workers.
Any tightening in labor markets or rise in inflation
would reduce the need for rate cuts, while a
deterioration in the growth outlook could cause
the Fed to cut rates more than currently expected.
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5. The bull market continues into year 3, with moderate gains

Gains likely to slow, but bull market to continue, supported by solid fundamentals
S&P 500 returns in the first three years of a new bull market
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Source: FactSet. Price return of the S&P 500 Index. Historical S&P 500 bull markets include 1949, 1957, 1962, 1974, 1982, 1987, 1990, 2002 and 2009. Past performance of the market is not
a guarantee of how it will perform in the future.

In 2024, U.S. large-cap stocks delivered their to gradually remove its restriction on the economy
second consecutive year of more than 20% gains and shift to a neutral stance.

for the first time since 1998. This strength has
been underpinned by a resilient consumer, rising
corporate profits and Fed easing, conditions that we
expect will likely persistin 2025. Returns are likely
to moderate and volatility to pick up, but we think
the rise in stocks will continue into its third year.

Despite solid fundamentals, year 3 of this

bull market may not be as smooth a ride. Policy
uncertainty around trade, immigration and tariffs

is high, as are expectations for pro-growth initiatives.
Worries about inflation or growth may trigger
pullbacks, which we would view opportunistically,
Historically, a recession, Fed interest rate hikes since the longer-term uptrend remains intact.

or an external shock ends bull markets. While
the latter is tough to handicap, we don’t see
an economic downturn or the resumption

of Fed tightening on the horizon.

Overall, earnings growth will have to do the
heavy lifting for market returns instead of further
valuation expansion, implying slower gains but
still positive returns. We expect S&P 500 profits

The consumer remains supported by a healthy to grow 10%-15%, with the low end of the range
labor market, lending standards are easing, and as our base case expectation and the high end
the manufacturing sector may stage a recovery in as a possibility if policies such as corporate

2025. This is all with the backdrop of the Fed looking tax cuts are delivered.
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6. Broadening market leadership strengthens the case for portfolio diversification

We see market leadership continuing to broaden
beyond U.S. mega-cap technology stocks in 2025,
as investors look to investments with more
domestic exposure and potential for earnings
growth and valuation expansion. We expect
balanced performance between value- and
growth-style stocks, strengthening the case

for portfolio diversification.

U.S. mega-cap tech stocks have seen strong
performance over the past two years, driven by
enthusiasm around the growth potential of Al.
But optimism alone isn’t the sole performance
driver —these companies have experienced robust
profit growth compared with relatively lackluster
earnings growth in other areas of the market.

Looking ahead to 2025, we believe opportunities
are emerging in cyclical and value-style investments
that could lead to broader leadership in the year
ahead for a few key reasons:

* Profit growth is expected to be strong not only
in mega-cap tech butin cyclical and value-style
stocks as well.

* Value-style stocks typically generate nearly 70%
of their revenue domestically versus around 50%
for growth-style stocks. A higher share of revenue
from domestic sources could make value stocks
less sensitive to trade policy uncertainty.

* Cyclical sectors such as financials and
industrials — which together make up nearly
40% of the value index — could stand to benefit
from deregulation and pro-growth policies from
the incoming administration.

In our view, this creates a favorable backdrop
for broad participation in equity markets over
the coming year, potentially rewarding those

with well-balanced portfolios.

Diversification does not ensure a profit or protect against loss in a declining market.

The earnings gap between growth- and value-style stocks is expected to narrow

@ Year-over-year EPS growth: Russell 1000 Growth Index @ Year-over-year EPS growth: Russell 1000 Value Index
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Source: FactSet, Edward Jones. Growth-style stocks represented by the Russell 1000 Growth Index. Value-style stocks represented by the Russell 1000 Value Index.
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7. Bonds take the lead over cash

In 2024, cash outperformed U.S. investment-grade
bonds for the third time in the past four years,
benefiting from a yield advantage. We see this
trend reversing in 2025 as Fed rate cuts have
driven cash yields below bond yields. Since yield

is a key driver of fixed-income returns, it sets

the stage for bonds to outperform cash in the
year ahead, as they have in 31 years since 1981.

Further Fed rate cuts could cause cash yields

to fall more than intermediate- and long-term
bond yields, likely steepening the yield curve and
widening the yield advantage of bonds over cash.

Over the past few years, many investors have
gravitated toward cash and cash-like instruments,
such as money market funds and CDs, as these
investments have offered favorable yields. However,
while cash can provide important benefits, holding
too much in cash or cash-like investments can
present risks, such as the potential for lower returns
over the long term. For perspective, since 1981, cash
has generated annualized returns of 4.1%, compared
with 6.8% for U.S. investment-grade bonds.

Bond yields retake advantage over cash

@ Bonds @ Cash
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Within investment-grade bonds, we see particular
value in intermediate-term bonds and bond funds,
which can lock in higher yields for longer. Bond
prices typically rise in value when interest rates
fall, and vice versa, providing the opportunity for
higher values as the Fed continues cutting rates.
Intermediate-term bonds should also be less
susceptible than long-term bonds to concerns
about widening deficits and rising government debt.

On the credit side, credit spreads — which
reflect the excess yield above Treasury bonds

to compensate for default risk — have tightened
well below their historical averages. We see little
opportunity for credit spreads to narrow further,
and any potential widening could drive yields
higher and bond prices lower.

Resilient growth could provide a stable backdrop
for credit conditions, allowing investment-grade
credit spreads to remain relatively contained.
High-yield bond spreads, however, may be more
volatile since they are closer to historical lows
and tend to be more sensitive to any weakening
in credit conditions.

T T
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Source: Bloomberg. Bonds represented by the Bloomberg U.S. Aggregate Bond Index. Cash represented by the Bloomberg U.S. Treasury Bellwethers 3-month Index. Past performance is not

a guarantee of what may happen in the future.
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8. 10-year Treasury yield remains in the 4%-4.5% range

With the fed funds rate likely heading toward Despite pulling back from their recent peak,
3.5%-4%, a positive yield curve should keep 10-year yields remain attractive, near the high
intermediate-term Treasury yields above this end of their range over the past two decades.
range. The Fed’s balance sheet reduction program, Since Treasury bonds serve as the benchmark for
known as quantitative tightening, is expected most U.S. investment-grade bonds, higher yields
to end soon, allowing the Fed to participate more should provide the foundation for solid returns
actively in Treasury auctions to replace maturing ahead, with most of the contribution coming
bonds. This additional demand should support from income rather than price appreciation.

bond prices, in turn helping to keep yields

relatively contained to the upside. Finally, there is a case to be made for favoring

the intermediate part of the Treasury yield curve

While 10-year yields could temporarily move versus the long end. The proposed extension of
outside the 4%-4.5% range, we believe there the 2017 Tax Cuts and Jobs Act (TCJA) could widen
are guardrails on both sides. Additional Fed government deficits if lost revenue is not offset by
rate cuts and bond purchases should help keep spending cuts or economic growth. Because deficits
yields from rising meaningfully. On the other hand, lead to higher debt over time, long-term bonds are
resilient growth, widening deficits and uncertainty typically considered to be riskier, as government
around inflation could prevent yields from debt levels will be higher when these bonds mature.
sustainably falling much further, in our view. Concerns over rising deficits and debt could lead

to higher yields for long-term bonds relative to
intermediate bonds to compensate for this risk.

10-year Treasury yields likely to remain elevated vs. post-financial crisis era
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Source: Federal Reserve Bank of St. Louis.
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9. International momentum continues to lag

A stronger dollar has been a headwind for international stock returns

Average 12-month returns since 1988

@ Stronger USD Weaker USD
25.0%
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15.0% 13.4%
11.4%
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(S&P 500)
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Int'l developed stocks
(MSCI EAFE)

20.0%

11.5%

6.2%

Emerging markets
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Source: FactSet, Edward Jones. S&P 500, MSCI EM and MSCI EAFE Index. Total return in USD. Past performance is not a guarantee of future results.

We expect 2025 to be another positive year for
international economies and markets. However,
momentum may continue to lag the U.S., based

on stronger domestic trends in consumer spending,

productivity and corporate profits.

While the timing and scope of potential tariffs
from the new U.S. administration remain unknown,
trade policy uncertainty creates another headwind
that is likely to weigh on sentiment and valuations
for international equities.

President Donald Trump’s campaign pledges
focused on imposing 10%-20% universal tariffs
and 60% tariffs on imports from China. Exports
of countries with a large trade deficit with the
U.S., such as China, Vietham, Mexico, Germany
and Japan, might be impacted, since tariffs
will make their products pricier. While currency
depreciation might partially offset these costs,
trade disruption could also lead foreign firms
to slow investment and hiring, weighing on
economic growth.

We expect the new administration to take

a targeted approach to tariffs, at least initially,
to gain concessions from other countries. China
is most at risk for full implementation of tariffs,
although policymakers there may stimulate
the economy in response.

The threat of slowing exports may prompt
other central banks to cut interest rates

more aggressively than the Fed. The possible
economic growth and central bank divergence
may impact interest rate differentials, supporting
a stronger U.S. dollar. Historically, international
equities tend to underperform during periods
of a strengthening dollar.

We continue to believe international stocks

play an important role in diversifying portfolios,
especially when considering the heavily discounted
valuations and attractive dividend yields. However,
the range of outcomes is wide. Trade and currency
headwinds keep us cautious in the short term,
expecting relative momentum to continue

to favor U.S. equity asset classes in 2025.
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10. Watching for curveballs: Policy uncertainty could drive volatility

Just as any successful baseball pitcher keeps of the U.S. fiscal situation could surface throughout
hitters off balance by mixing in the occasional 2025, perhaps in the form of bond market volatility.
curveball, we expect markets will also keep While we believe the current fiscal path of the
investors on their toes in 2025, particularly U.S. is arisk and potential headwind longer term,
as we transition to a new U.S. presidential it does not pose a significant threat to our near-term
administration with new policy proposals in play. outlook for an ongoing economic expansion.

We expect trade policy and the potential We also expect geopolitical tensions to continue
implementation of tariffs will likely dominate to be a source of market volatility. In recent history,
headlines and drive bouts of volatility in markets. this volatility has been short-lived, manifesting

In theory, tariffs create a one-time price increase mainly in temporary spikes in oil and commodity
on goods imported from other countries and prices, as well as some flight to safe-haven assets
could affect inflation, albeit temporarily. such as U.S. Treasuries and gold. Barring any major

escalation, we would expect these trends to
continue in 2025, and we continue to monitor
potential geopolitical unrest.

In practice, however, there are a number of
potentially offsetting factors, such as currency
depreciation or foreign exporters reducing prices,

to mitigate the impact of tariffs. Both were on As we've outlined, we remain optimistic about
display in 2018 when the Trump administration the path of the economy and markets over the
levied tariffs on goods imported from China, coming year, despite likely bumps along the way.
helping offset the inflationary impact of the tariffs. Just as staying on balance is key for any hitter

in baseball to square up a curveball, we believe
maintaining a well-balanced portfolio will be
key to successful investing in 2025.

With many of the incoming administration’s
proposed policies viewed as adding to the U.S.
budget deficit, concerns over the sustainability

Stronger dollar, price cuts by foreign exporters drove lower import prices from China

2017-2020

@ Tariffs implemented @ U.S. Import Price Index from China
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Planning and portfolio strategies for 2025

Each year brings its share of changes, and
2025 will be no different. With Republicans
in control of the White House and Congress,
multiple priorities have been discussed that
could impact federal legislation, government
policies and the financial markets.

With that in mind, it’s important to assess your
situation and focus on what you can control.

Get back to basics: Moderate inflation
and normalizing interest rates

To help stay on track, it’s crucial to work with
your financial advisor to assess where you are
and how you are progressing to reach your goals.

* Budget — Make sure your budgetisin line
with your expenses. Inflation has moderated
for some items, but others remain elevated,

so it’simportant to evaluate your total expenses.

If your overall expenses have increased, look
for opportunities to adjust your spending

to help ensure you don’t jeopardize your
long-term strategy.

* Emergency cash fund — While we may have
expectations for what the new year will bring,
we also know there will be surprises. Check
to make sure your emergency fund isin line
with your needs. We recommend having three
to six months’ worth of total expenses in cash
or cash equivalents set aside for emergencies.

* Debt — Years of relatively higher interest rates
may have impacted the interest rate on your
debt. Review your debt and, if needed, explore
opportunities to refinance. Also, consider
making extra payments to pay down any
high-interest debt.

* Property/casualty coverage — Increasing home
prices and improvements to your property can
cause you to become underinsured. If you can’t
afford the coverage you need, look for ways
to lower your premiums (e.g., bundling policies

or comparison shopping) without compromising
on coverage. If you have a large amount of assets,
you may want to consider umbrella insurance.

+ Life insurance coverage — Review your coverage,
since changes in your life may mean you need
to update your overall life insurance coverage.

Review changes and opportunities
for retirement accounts

Over the past few years, there have been multiple
changes in the retirement account arena. Ensure
you are taking any required minimum distributions
(RMDs) and, if possible, take advantage of new
opportunities to save for retirement.

* RMDs for inherited IRAs — The IRS finalized
rules in 2024 for distribution requirements from
individual retirement accounts (IRAs) inherited
from individuals who died in 2020 or later. If
you inherited an IRA after 2019, you may have
to begin taking annual RMDs in 2025. Talk
to your financial advisor and tax professional
to understand how this may impact you.

* Expanded access to 401(k) plans — Beginning
in 2024, some part-time employees gained
additional access to 401(k) plans. For 2025,
coverage is further expanded. If you're a
part-time employee who is at least 21 years
old and has at least 500 hours of service for two
consecutive years, you generally must be allowed
to contribute to your employer’s 401(k) plan.

If you think you may qualify, contact your
employer to learn how to get started. Also,
consider contributing at least enough to
earn the full employer match if one is offered.

In addition, if you have student loans, be sure
to check with your employer to see whether
it makes matching employer plan contributions
for student loan payments. This change was
enacted in 2024, but availability depends

on the terms of your company plan.
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* Higher contribution limits — As you review your financial situation and potential investment and savings
opportunities, check your budget to determine whether you can take advantage of any increased limits:

- If your goal is to maximize your retirement contributions, be sure to adjust your contribution amounts
to take advantage of this year’s higher limits. Additionally, if you're ages 60-63, you may be able to
make an even higher catch-up contribution to your employer plan this year as a result of SECURE 2.0.

- If you aren’t maxing out, consider increasing your contribution rate by at least 1% each year to progress
toward the next savings milestone. Some plans even offer a feature that will automatically do this for you.

2024 2025
401 (k) and 403(b) contribution limits
Elective deferrals $23,000 $23,500

+ $7,500 (ages 50-59, 64+)
Catch-up contributions $7,500 (ages 50+)

+$11,250 (ages 60-63)
Roth and traditional IRA contribution limits
Contributions $7,000 $7,000
Catch-up contributions $1,000 $1,000

Roth IRA eligibility phase-out (no contribution) — modified adjusted gross income (MAGI)

Single or head of household $161,000 or above $165,000 or above
Married filing jointly $240,000 or above $246,000 or above
Married filing separately (living with spouse) $10,000 or above $10,000 or above

SIMPLE IRA contribution limits*
Contributions $16,000 $16,500

* $3,500 (ages 50-59, 64+)

Catch-up contributions $3,500 (ages 50+)
* $5,250 (ages 60-63)

Health savings account (HSA)

Single coverage $4,150 $4,300
Family coverage $8,300 $8,550
Catch-up contributions (age 55+) $1,000 $1,000

*Participants of eligible SIMPLE plans can contribute 110% of normal contribution limits, including catch-up contributions.
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Focus on taxes Gift and estate considerations

* The status of TCJA — With the Republican * Gift and estate lifetime exemption — The 2025

Party sweep, President Trump has signaled
he plans to move quickly on extending the
expiring provisions of TCJA, which currently
are slated to sunset at the end of 2025.

Even with unified control, tax reform is never
easy, particularly with narrow majorities. We
recommend monitoring this situation and
not making any significant changes to income
tax planning until we have more clarity on the
future of TCJA.

Individual income tax rates — Although we
anticipate the individual ordinary income tax rate
and capital gains tax rate to remain historically
low for the near term, extending the provisions
of TCJA is costly, and trade-offs may need to be
made. Other items to monitor are negotiations
related to the state income tax deduction

and various tax credits.

Qualified charitable deduction (QCD) — As
aresult of SECURE 2.0, individuals 70% and
older can exclude up to $108,000 of QCDs
from taxable income in 2025.

Tips, overtime and Social Security — While
President Trump made campaign promises

to eliminate taxes on tips, overtime and Social
Security, those provisions might not be enacted.
Trump’s extensive tax wish list is extremely
expensive and comes at a time when the nation’s
debtis rising quickly. Refrain from modifying
your federal tax payments in anticipation

of these reductions as we await clarity.

gift and estate lifetime exemption increased
to $13.99 million, butitis slated to be reduced
to roughly half that amountin 2026 if TCJA

is allowed to sunset. Given the results of the
election, we believe itis unlikely we will see
this decline in the exemption amount.

While it is important to have discussions with
your estate professionals to understand your
options, we do not recommend making major
planning decisions at this time based on a
potential TCJA sunset. However, if making

a large transfer is part of your plan, regardless
of what happens to TCJA, speak with your tax
and legal advisors to determine the most
effective way to execute your transfer.

Asset titling and beneficiary designations —
Proper asset titling is critical to execute your
estate plan. Review how your assets are titled
and any beneficiary designations to ensure
they’re up-to-date and aligned with your
estate plan.

Annual gifts — The annual gift tax exclusion
increased to $19,000 in 2025. This could provide
additional opportunities for lifetime gifts.

Work with your financial advisor and professional advisors to determine which of the above
items make sense for your situation. Having a plan and solid commitment to execute on these
plans can help better position you toward achieving your goals.
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3 steps to help position your
portfolio for 2025

1. Think strategically about your portfolio’s
diversification. We anticipate a return to more
normal levels of market volatility in 2025, given
the market’s focus on shifting global policies
and their impact on inflation and economic
growth. Appropriate diversification and
rebalancing strategies can help keep the focus
on your goals as you navigate these periods.

Set goal-oriented, well-diversified strategic
allocation targets to serve as a neutral starting
point for your portfolio. We recommend 11 asset
classes, arranged according to your risk and
return objectives. Keep these long-term targets
in sight when considering timely investment
opportunities and rebalance toward your targets
when your portfolio appears to be drifting too far.

2. Overweight equity investments, favoring U.S.
stocks specifically. U.S. stocks performed well
in 2024, and we believe solid fundamentals will
help them maintain momentum in 2025, even
if at a slower pace. We expect U.S. stocks to be
supported by the relative strength of the domestic
economy and broader market leadership,
particularly from segments of the market
with more room for their valuations to expand.

While higher interest rates have increased

the attractiveness of bonds, the potential for
price appreciation may be limited if economic
growth remains sound, as we expect. We
recommend overweighting U.S. large- and
mid-cap stocks, offset by underweighting
international developed large-cap stocks,
international bonds and U.S. high-yield bonds,
to maintain a level of quality within your portfolio
while benefiting from more cyclical investments,
which are supported by U.S. growth.

Within U.S. stocks, consider higher allocations

to the financial services, consumer discretionary
and health care sectors, which we expect to be
key beneficiaries of broadening markets this year.
Consider reallocating from the consumer staples
and materials sectors.
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3. Increase the interest rate sensitivity of bond

allocations and reduce overweight cash positions.

With inflation likely contained and economic
momentum moderating, we expect central banks
to continue normalizing monetary policies.
This supports our recommendation to manage
reinvestment risk and increase the interest rate
sensitivity of your fixed-income investments.

Cash and cash equivalents can play an important
role in your financial strategy, such as serving as
your emergency funds. But now is a good time
to ensure you have enough — but not too much —
in cash allocations. Yields on short-term bond

and cash-like investments are likely to closely
follow central bank rate cuts, reducing their
appeal and highlighting their reinvestment risk.

After considering your emergency fund, we
recommend holding no more than 5% of your
investment portfolio in cash for longer-term
goals, such as retirement. We also recommend
favoring intermediate- or long-term bond
investments over short-term bonds within
U.S. investment-grade bond allocations,
helping portfolios benefit from today’s
higher rates for a longer period.

Talk with your financial advisor about our outlook, which drives our timely portfolio guidance.
Consider how incorporating this guidance into your portfolio can help you prepare for the
year ahead.

Past performance of the markets is not a guarantee of what will happen in the future. Investors should understand the risks involved in owning
investments, including interest rate risk, credit risk and market risk. The value of investments fluctuates, and investors can lose some or all of their
principal. This material is for general information purposes only and is not intended to predict or guarantee the future performance of individual
securities, market sectors or the markets generally. Opinions expressed are as of the date of this report and are subject to change. This material
should not be interpreted as specific investment advice. Investors should make investment decisions based on their unique financial situation.
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Opportunistic portfolio guidance

Opportunistic asset allocation guidance — Our opportunistic asset allocation guidance represents how
we recommend positioning your portfolio across asset classes, based on current market conditions and
our global outlook, while helping you stay appropriately diversified and within your comfort with risk. A neutral
position indicates we recommend aligning your portfolio with your long-term strategic target allocations.

Underweight Neutral Overweight
Equity - . °®
U.S. large-cap stocks . . ®
International large-cap stocks ®
2 U.S.mid-cap stocks . . o
5
o
W U.S. small-cap stocks . o
International small- and mid-cap stocks : ®
Emerging-market equity : ®
U.S. investment-grade bonds : ®
g U.S. high-yield bonds ®
9
£ International bonds ®
o
x .
iL  Emerging-market debt : ®
Cash . ®

Source: Edward Jones.

Opportunistic equity style guidance — Our opportunistic equity style guidance represents how we
recommend positioning between value- and growth-style equity within U.S. stock asset classes and
the international large-cap stock asset class, based on current market conditions and our global outlook.
Underweight Neutral Overweight
Value-style equity . ®

Growth-style equity : ®

Source: Edward Jones.
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Opportunistic equity sector guidance — Our opportunistic equity sector guidance represents how
we recommend positioning across sectors within the U.S. equity allocations of your portfolio, based
on current market conditions and our global outlook over the next six to 12 months. The guidance
is relative to the sector weights of the S&P 500.

Underweight Neutral Overweight

Communication services : e

Consumer discretionary : . o
Consumer staples ®

Energy . o

Financial services : : [
Health care : . [
Industrials : [

Materials o

Real estate : o

Technology : ()

Utilities : [

Source: Edward Jones.

Opportunistic U.S. investment-grade bond guidance — Our opportunistic U.S. investment-grade
bond guidance represents how we recommend positioning across maturities and sectors within your
higher-quality bond allocations, relative to the Bloomberg U.S. Aggregate Bond Index. Longer-term
bonds generally carry more interest rate risk than shorter-term bonds. Corporate bonds have more
credit risk than U.S. government bonds.

Underweight Neutral Overweight
Interest rate risk (duration) : . L
Credit risk . [ ]

Source: Edward Jones.
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Investment performance benchmarks

Asset class performance

Total returns 2024 3-year 5-year
U.S. investment-grade bonds 1.3% -2.4% -0.3%
U.S. high-yield bonds 8.2% 2.9% 4.2%
International bonds 5.0% 0.9% 1.0%
Emerging-market debt 6.6% -0.5% 0.6%
Cash 5.3% 4.0% 2.5%
U.S. large-cap stocks 25.0% 8.9% 14.5%
U.S. mid-cap stocks 15.3% 3.8% 9.9%
U.S. small-cap stocks 11.5% 1.2% 7.4%
International developed large-cap stocks 3.8% 1.6% 4.7%
International developed small- and mid-cap stocks 2.5% -2.3% 2.5%
Emerging-market equity 7.5% -1.9% 1.7%

U.S. equity sector performance

Total returns 2024 3-year 5-year
Communication services 40.2% 9.5% 14.6%
Consumer discretionary 30.1% 5.3% 14.1%
Consumer staples 14.9% 4.7% 8.6%
Energy 5.7% 20.0% 12.1%
Financials 30.6% 9.4% 11.7%
Health care 2.6% 0.9% 8.0%
Industrials 17.5% 9.5% 12.0%
Information technology 36.6% 15.7% 24.5%
Materials 0.0% -0.4% 8.7%
Real estate 5.2% -4.4% 4.5%
Utilities 23.4% 5.2% 6.6%

U.S. equity style performance

Total returns 2024 3-year 5-year
Growth 33.4% 10.5% 19.0%
Value 14.4% 5.6% 8.7%

Source: Morningstar Direct, 12/31/2024. Cash represented by the Bloomberg US Treasury Bellwethers 3-Month index. U.S. investment-grade bonds represented by the Bloomberg US Aggregate
index. U.S. high-yield bonds represented by the Bloomberg US HY 2% Issuer cap index. International bonds represented by the Bloomberg Global Aggregate Ex USD hedged index. Emerging-market
debt represented by the Bloomberg Emerging Market USD Aggregate Index. U.S. large-cap stocks represented by the S&P 500 Index. Developed international large-cap stocks represented by the
MSCI EAFE index. U.S. mid-cap stocks represented by the Russell Mid-cap index. U.S. small-cap stocks represented by the Russell 2000 Index. International small- and mid-cap stocks represented
by the MSCI EAFE SMID index. Emerging-market equity represented by the MSCI EM index. Equity sectors represented by GICS sectors of the S&P 500 Index. Growth represented by the Russell 1000
Growth Index. Value represented by the Russell 1000 Value Index. All performance data reported as total return. An index is unmanaged and is not available for direct investment. Performance does
not include payment of any expenses, fees or sales charges, which would lower the performance results. The value of investments fluctuates, and investors can lose some or all of their principal.
Past performance does not guarantee future results.
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	While the latter is hard to predict, we don’t see either an economic downturn or Fed rate increases anytime soon, which is good news for long-term investors. 
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	1. U.S. economic growth moderates, but the ‘soft landing’ prevails
	Looking ahead to 2025, we believe the U.S. economy will continue to see positive economic momentum. Consumption in the U.S. held up well in 2024, despite inflation rates above the Fed’s target and elevated borrowing costs. 
	 
	 

	We expect conditions for U.S. households to improve somewhat in the year ahead as the Fed continues to cut rates (albeit perhaps just two or three times in 2025) and inflation continues to moderate and remain contained. Wage growth should also remain above inflation rates, which means consumers can continue to benefit from positive real wages. 
	 
	 

	While economic growth could cool a bit in the first half of the year, perhaps to 1.5%–2%, we do not expect a downturn or recession. The U.S. manufacturing sector, which remained in contraction for much of 2024, may stabilize and expand in the year ahead. However, the services sector, which makes up about 77% of the U.S. economy, may moderate as consumers — particularly those in lower income brackets — pull back spending in leisure, hospitality and food services. 
	 
	 
	 

	However, we see the potential for U.S. GDP growth to reaccelerate toward the back half of 2025, perhaps driven by two key reasons:
	 
	 

	1. 
	1. 
	1. 
	1. 

	The lower federal funds rate, even if marginally below current levels, should flow through to the real economy by the end of 2025, supporting household and corporate consumption. 
	 


	2. 
	2. 
	2. 

	Proposed pro-growth policies, including deregulation and tax cuts, should start to take shape by year-end and could drive consumption, as well as positive sentiment in financial markets.


	These may be offset by uncertainty around tariffs and trade wars, but we see this risk contained more to specific industries and global peers. It should not outweigh the broader pro-growth impulses we may see by year-end 2025.
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	Source: Bloomberg.
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	As with economic growth, we may see a reacceleration of the labor market toward the end of 2025. In our view, lower borrowing costs, growing use cases in artificial intelligence (AI) and potential pro-growth policies could spark incremental hiring activity.
	 
	 
	 

	Perhaps the wild card in the labor market outlook is a proposed new immigration policy. If we see an outsized reduction in the U.S. labor force, this could create a supply shock. This in turn may force employers to push wages higher, especially in low-cost labor industries such as restaurants, manufacturing and hospitality.
	 
	 
	 
	 

	This could raise inflation further, particularly in the services sector. If more extreme policy proposals are avoided, however, the U.S. labor market should be able to absorb a modestly lower labor supply with minimal disruptions. 
	 
	 


	Leading indicators of the U.S. labor market point to further modest cooling ahead 
	Leading indicators of the U.S. labor market point to further modest cooling ahead 

	Figure
	Source: Bloomberg.
	Source: Bloomberg.
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	3. Inflation approaches 2% before settling in the 2%–3% range Services inflation likely to moderate further, but policy mix poses upside risk

	Figure
	Source: Bloomberg, Edward Jones.
	Overall, we expect the trend for inflation ratesto remain downward, potentially approaching 2% in 2025. However, the path may be bumpy, and inflation could settle in the 2%–3% range rather than hitting the Fed’s target and staying there.
	Overall, we expect the trend for inflation ratesto remain downward, potentially approaching 2% in 2025. However, the path may be bumpy, and inflation could settle in the 2%–3% range rather than hitting the Fed’s target and staying there.
	 
	 

	Core inflation, which excludes food and energy, has been cut in half since it peaked at 6.6% in 2022. While further progress was made in 2024, the pace of disinflation has slowed, and the push to remain consistently at the Fed’s 2% target may be harder to achieve. 
	 
	 

	Goods prices have been a key deflationary force, posting monthly declines throughout 2024. In contrast, services inflation remains stubborn, moderating at a slow pace. A further moderation in housing costs, as suggested by market-rent measures, and cooling wage growth should help apply downward pressure to inflation. Additionally, a sustained rise in productivity could support solid economic growth without stoking inflation.
	 
	 
	 

	However, the potential for loose fiscal policy, higher tariffs and immigration restrictions poses upside risks for inflation. Goods inflation may see a modest one-off increase in prices if universal tariffs are implemented, but this is unlikely to be an ongoing source of inflation that would force the Fed to resume rate hikes. Ultimately, services inflation, which accounts for 74% of the core CPI weight (versus 26% for goods), will be the key driver of inflation trends in 2025. 
	 
	 
	 
	 
	 

	Perhaps the good news for investors is that we expect inflation rates to remain contained and do not see a return to the above-4% figures we saw during the post-pandemic period.
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	4. The Fed slows the pace of interest rate cuts, targeting the 3.5%–4% range
	We see the Fed continuing its rate-cutting cycle in 2025 to gradually remove its restriction on the economy. With the fed funds rate now around 4.5% and core personal consumption expenditure (PCE) inflation around 2.8%, we believe there is room to bring rates down to a less restrictive policy stance, perhaps settling in the 3.5%–4% range.
	 
	 

	This recalibration by the Fed is backed by improvement in inflation rather than an economic downturn, which is expected to continue supporting the expansion, likely keeping the economy on track for a soft landing. In general, a neutral fed funds rate tends to be about 1% above inflation rates, which we see settling in the 2%–3% range. This implies perhaps a relatively shallow set of rate cuts ahead.
	 

	The Fed began cutting interest rates in 2024 as its employment and price mandates returned to better balance, with the labor market normalizing and inflation gradually moderating. However, the Fed’s preferred core PCE inflation gauge remains above the 2% target, and the pace of disinflation has slowed. 
	 
	 
	 
	 

	Additionally, pro-growth policies could drive some resurgence in economic growth, potentially spurring more hiring, while immigration reform could reduce the number of available workers. Any tightening in labor markets or rise in inflation would reduce the need for rate cuts, while a deterioration in the growth outlook could cause the Fed to cut rates more than currently expected.
	 
	 
	 


	Fed likely continues cutting rates to 3.5%–4%
	Fed likely continues cutting rates to 3.5%–4%

	Figure
	Source: Federal Reserve, CME FedWatch
	Source: Federal Reserve, CME FedWatch
	PAGE 7 OF 21  ANG-10310U-A-E-SR  EXP 31 DEC 2025  ©2025 EDWARD D. JONES & CO., L.P.  ALL RIGHTS RESERVED.  AECSPAD
	5. The bull market continues into year 3, with moderate gainsGains likely to slow, but bull market to continue, supported by solid fundamentals S&P 500 returns in the first three years of a new bull market

	Figure
	Source: FactSet. Price return of the S&P 500 Index. Historical S&P 500 bull markets include 1949, 1957, 1962, 1974, 1982, 1987, 1990, 2002 and 2009. Past performance of the market is not a guarantee of how it will perform in the future.
	 

	In 2024, U.S. large-cap stocks delivered their second consecutive year of more than 20% gains for the first time since 1998. This strength has been underpinned by a resilient consumer, rising corporate profits and Fed easing, conditions that we expect will likely persist in 2025. Returns are likely to moderate and volatility to pick up, but we think the rise in stocks will continue into its third year.
	In 2024, U.S. large-cap stocks delivered their second consecutive year of more than 20% gains for the first time since 1998. This strength has been underpinned by a resilient consumer, rising corporate profits and Fed easing, conditions that we expect will likely persist in 2025. Returns are likely to moderate and volatility to pick up, but we think the rise in stocks will continue into its third year.
	 
	 
	 
	 

	Historically, a recession, Fed interest rate hikes or an external shock ends bull markets. While the latter is tough to handicap, we don’t see an economic downturn or the resumption of Fed tightening on the horizon. 
	 
	 
	 
	 

	The consumer remains supported by a healthy labor market, lending standards are easing, and the manufacturing sector may stage a recovery in 2025. This is all with the backdrop of the Fed looking to gradually remove its restriction on the economy and shift to a neutral stance. 
	 
	 
	 

	Despite solid fundamentals, year 3 of this bull market may not be as smooth a ride. Policy uncertainty around trade, immigration and tariffs is high, as are expectations for pro-growth initiatives. Worries about inflation or growth may trigger pullbacks, which we would view opportunistically, since the longer-term uptrend remains intact. 
	 
	 

	Overall, earnings growth will have to do the heavy lifting for market returns instead of further valuation expansion, implying slower gains but still positive returns. We expect S&P 500 profits to grow 10%–15%, with the low end of the range as our base case expectation and the high end as a possibility if policies such as corporate tax cuts are delivered.
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	6. Broadening market leadership strengthens the case for portfolio diversification
	We see market leadership continuing to broaden beyond U.S. mega-cap technology stocks in 2025, as investors look to investments with more domestic exposure and potential for earnings growth and valuation expansion. We expect balanced performance between value- and growth-style stocks, strengthening the case for portfolio diversification.
	 
	 

	U.S. mega-cap tech stocks have seen strong performance over the past two years, driven by enthusiasm around the growth potential of AI. But optimism alone isn’t the sole performance driver — these companies have experienced robust profit growth compared with relatively lackluster earnings growth in other areas of the market. 
	 

	Looking ahead to 2025, we believe opportunities are emerging in cyclical and value-style investments that could lead to broader leadership in the year ahead for a few key reasons: 
	• 
	• 
	• 
	• 

	Profit growth is expected to be strong not only in mega-cap tech but in cyclical and value-style stocks as well. 
	 


	• 
	• 
	• 

	Value-style stocks typically generate nearly 70% of their revenue domestically versus around 50% for growth-style stocks. A higher share of revenue from domestic sources could make value stocks less sensitive to trade policy uncertainty. 
	 


	• 
	• 
	• 

	Cyclical sectors such as financials and industrials — which together make up nearly 40% of the value index — could stand to benefit from deregulation and pro-growth policies from the incoming administration.
	 



	In our view, this creates a favorable backdrop for broad participation in equity markets overthe coming year, potentially rewarding those with well-balanced portfolios.
	 
	 
	 

	Diversification does not ensure a profit or protect against loss in a declining market.

	The earnings gap between growth- and value-style stocks is expected to narrow
	The earnings gap between growth- and value-style stocks is expected to narrow

	Figure
	Source: FactSet, Edward Jones. Growth-style stocks represented by the Russell 1000 Growth Index. Value-style stocks represented by the Russell 1000 Value Index.
	Source: FactSet, Edward Jones. Growth-style stocks represented by the Russell 1000 Growth Index. Value-style stocks represented by the Russell 1000 Value Index.
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	7. Bonds take the lead over cash
	In 2024, cash outperformed U.S. investment-grade bonds for the third time in the past four years, benefiting from a yield advantage. We see this trend reversing in 2025 as Fed rate cuts have driven cash yields below bond yields. Since yield is a key driver of fixed-income returns, it sets the stage for bonds to outperform cash in the year ahead, as they have in 31 years since 1981.
	 
	 
	 

	Further Fed rate cuts could cause cash yields to fall more than intermediate- and long-term bond yields, likely steepening the yield curve and widening the yield advantage of bonds over cash. 
	 

	Over the past few years, many investors have gravitated toward cash and cash-like instruments, such as money market funds and CDs, as these investments have offered favorable yields. However, while cash can provide important benefits, holding too much in cash or cash-like investments can present risks, such as the potential for lower returns over the long term. For perspective, since 1981, cash has generated annualized returns of 4.1%, compared with 6.8% for U.S. investment-grade bonds.
	Within investment-grade bonds, we see particular value in intermediate-term bonds and bond funds, which can lock in higher yields for longer. Bond prices typically rise in value when interest rates fall, and vice versa, providing the opportunity for higher values as the Fed continues cutting rates. Intermediate-term bonds should also be less susceptible than long-term bonds to concerns about widening deficits and rising government debt.
	 
	 

	On the credit side, credit spreads — whichreflect the excess yield above Treasury bonds to compensate for default risk — have tightened well below their historical averages. We see little opportunity for credit spreads to narrow further, and any potential widening could drive yields higher and bond prices lower. 
	 
	 

	Resilient growth could provide a stable backdrop for credit conditions, allowing investment-grade credit spreads to remain relatively contained. High-yield bond spreads, however, may be more volatile since they are closer to historical lows and tend to be more sensitive to any weakening in credit conditions. 
	 
	 


	Bond yields retake advantage over cash
	Bond yields retake advantage over cash

	Figure
	Source: Bloomberg. Bonds represented by the Bloomberg U.S. Aggregate Bond Index. Cash represented by the Bloomberg U.S. Treasury Bellwethers 3-month Index. Past performance is not a guarantee of what may happen in the future.
	Source: Bloomberg. Bonds represented by the Bloomberg U.S. Aggregate Bond Index. Cash represented by the Bloomberg U.S. Treasury Bellwethers 3-month Index. Past performance is not a guarantee of what may happen in the future.
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	8. 10-year Treasury yield remains in the 4%–4.5% range
	With the fed funds rate likely heading toward 3.5%–4%, a positive yield curve should keep intermediate-term Treasury yields above this range. The Fed’s balance sheet reduction program, known as quantitative tightening, is expected to end soon, allowing the Fed to participate more actively in Treasury auctions to replace maturing bonds. This additional demand should support bond prices, in turn helping to keep yields relatively contained to the upside.
	 

	While 10-year yields could temporarily move outside the 4%–4.5% range, we believe there are guardrails on both sides. Additional Fed rate cuts and bond purchases should help keep yields from rising meaningfully. On the other hand, resilient growth, widening deficits and uncertainty around inflation could prevent yields from sustainably falling much further, in our view.
	 
	 

	Despite pulling back from their recent peak, 10-year yields remain attractive, near the high end of their range over the past two decades. Since Treasury bonds serve as the benchmark for most U.S. investment-grade bonds, higher yields should provide the foundation for solid returns ahead, with most of the contribution coming from income rather than price appreciation.
	 
	 

	Finally, there is a case to be made for favoring the intermediate part of the Treasury yield curve versus the long end. The proposed extension of the 2017 Tax Cuts and Jobs Act (TCJA) could widen government deficits if lost revenue is not offset by spending cuts or economic growth. Because deficits lead to higher debt over time, long-term bonds are typically considered to be riskier, as government debt levels will be higher when these bonds mature. Concerns over rising deficits and debt could lead to higher
	 
	 
	 


	10-year Treasury yields likely to remain elevated vs. post-financial crisis era
	10-year Treasury yields likely to remain elevated vs. post-financial crisis era

	Figure
	9. International momentum continues to lagA stronger dollar has been a headwind for international stock returns Average 12-month returns since 1988
	9. International momentum continues to lagA stronger dollar has been a headwind for international stock returns Average 12-month returns since 1988


	Source: Federal Reserve Bank of St. Louis.
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	Article
	Story
	Figure
	Source: FactSet, Edward Jones. S&P 500, MSCI EM and MSCI EAFE Index. Total return in USD. Past performance is not a guarantee of future results.
	Source: FactSet, Edward Jones. S&P 500, MSCI EM and MSCI EAFE Index. Total return in USD. Past performance is not a guarantee of future results.
	Source: FactSet, Edward Jones. S&P 500, MSCI EM and MSCI EAFE Index. Total return in USD. Past performance is not a guarantee of future results.

	We expect 2025 to be another positive year for international economies and markets. However, momentum may continue to lag the U.S., based on stronger domestic trends in consumer spending, productivity and corporate profits. 
	We expect 2025 to be another positive year for international economies and markets. However, momentum may continue to lag the U.S., based on stronger domestic trends in consumer spending, productivity and corporate profits. 
	 

	While the timing and scope of potential tariffs from the new U.S. administration remain unknown, trade policy uncertainty creates another headwind that is likely to weigh on sentiment and valuations for international equities. 
	 
	 

	President Donald Trump’s campaign pledges focused on imposing 10%–20% universal tariffs and 60% tariffs on imports from China. Exports of countries with a large trade deficit with the U.S., such as China, Vietnam, Mexico, Germany and Japan, might be impacted, since tariffs will make their products pricier. While currency depreciation might partially offset these costs, trade disruption could also lead foreign firms to slow investment and hiring, weighing on economic growth. 
	 
	 
	 
	 
	 
	 



	We expect the new administration to take a targeted approach to tariffs, at least initially, to gain concessions from other countries. China is most at risk for full implementation of tariffs, although policymakers there may stimulate the economy in response. 
	We expect the new administration to take a targeted approach to tariffs, at least initially, to gain concessions from other countries. China is most at risk for full implementation of tariffs, although policymakers there may stimulate the economy in response. 
	 
	 
	 
	 

	The threat of slowing exports may prompt other central banks to cut interest rates more aggressively than the Fed. The possible economic growth and central bank divergence may impact interest rate differentials, supporting a stronger U.S. dollar. Historically, international equities tend to underperform during periods of a strengthening dollar. 
	 
	 
	 
	 
	 

	We continue to believe international stocks play an important role in diversifying portfolios, especially when considering the heavily discounted valuations and attractive dividend yields. However, the range of outcomes is wide. Trade and currency headwinds keep us cautious in the short term, expecting relative momentum to continue to favor U.S. equity asset classes in 2025.
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	10. Watching for curveballs: Policy uncertainty could drive volatility
	Just as any successful baseball pitcher keeps hitters off balance by mixing in the occasional curveball, we expect markets will also keep investors on their toes in 2025, particularly as we transition to a new U.S. presidential administration with new policy proposals in play.
	 
	 

	We expect trade policy and the potential implementation of tariffs will likely dominate headlines and drive bouts of volatility in markets. In theory, tariffs create a one-time price increase on goods imported from other countries and could affect inflation, albeit temporarily. 
	 
	 
	 

	In practice, however, there are a number of potentially offsetting factors, such as currency depreciation or foreign exporters reducing prices, to mitigate the impact of tariffs. Both were on display in 2018 when the Trump administration levied tariffs on goods imported from China, helping offset the inflationary impact of the tariffs. 
	 
	 

	With many of the incoming administration’s proposed policies viewed as adding to the U.S. budget deficit, concerns over the sustainability of the U.S. fiscal situation could surface throughout 2025, perhaps in the form of bond market volatility. While we believe the current fiscal path of the U.S. is a risk and potential headwind longer term, it does not pose a significant threat to our near-term outlook for an ongoing economic expansion. 
	 
	 
	 
	 

	We also expect geopolitical tensions to continue to be a source of market volatility. In recent history, this volatility has been short-lived, manifesting mainly in temporary spikes in oil and commodity prices, as well as some flight to safe-haven assets such as U.S. Treasuries and gold. Barring any major escalation, we would expect these trends to continue in 2025, and we continue to monitor potential geopolitical unrest. 
	As we’ve outlined, we remain optimistic about the path of the economy and markets over the coming year, despite likely bumps along the way. Just as staying on balance is key for any hitter in baseball to square up a curveball, we believe maintaining a well-balanced portfolio will be key to successful investing in 2025. 
	 
	 
	 


	Stronger dollar, price cuts by foreign exporters drove lower import prices from China2017–2020 
	Stronger dollar, price cuts by foreign exporters drove lower import prices from China2017–2020 
	 


	Figure
	Source: FactSet, Bureau of Labor Statistics.
	Source: FactSet, Bureau of Labor Statistics.
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	Planning and portfolio strategies for 2025Each year brings its share of changes, and  2025 will be no different. With Republicans  in control of the White House and Congress, multiple priorities have been discussed that  could impact federal legislation, government policies and the financial markets.With that in mind, it’s important to assess your situation and focus on what you can control.Get back to basics: Moderate inflation  and normalizing interest ratesTo help stay on track, it’s crucial to work with
	or comparison shopping) without compromising  on coverage. If you have a large amount of assets, you may want to consider umbrella insurance.• Life insurance coverage — Review your coverage, since changes in your life may mean you need  to update your overall life insurance coverage.Review changes and opportunities  for retirement accountsOver the past few years, there have been multiple changes in the retirement account arena. Ensure you are taking any required minimum distributions (RMDs) and, if possible
	or comparison shopping) without compromising  on coverage. If you have a large amount of assets, you may want to consider umbrella insurance.• Life insurance coverage — Review your coverage, since changes in your life may mean you need  to update your overall life insurance coverage.Review changes and opportunities  for retirement accountsOver the past few years, there have been multiple changes in the retirement account arena. Ensure you are taking any required minimum distributions (RMDs) and, if possible
	or comparison shopping) without compromising  on coverage. If you have a large amount of assets, you may want to consider umbrella insurance.• Life insurance coverage — Review your coverage, since changes in your life may mean you need  to update your overall life insurance coverage.Review changes and opportunities  for retirement accountsOver the past few years, there have been multiple changes in the retirement account arena. Ensure you are taking any required minimum distributions (RMDs) and, if possible
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	• 
	• 
	• 
	• 
	• 

	Higher contribution limits — As you review your financial situation and potential investment and savings opportunities, check your budget to determine whether you can take advantage of any increased limits:


	 -  If your goal is to maximize your retirement contributions, be sure to adjust your contribution amounts to take advantage of this year’s higher limits. Additionally, if you’re ages 60–63, you may be able to make an even higher catch-up contribution to your employer plan this year as a result of SECURE 2.0.
	 

	 -  If you aren’t maxing out, consider increasing your contribution rate by at least 1% each year to progress toward the next savings milestone. Some plans even offer a feature that will automatically do this for you.

	                                         
	                                         
	                                         
	                                         
	                                         
	                                         

	2024
	2024

	2025
	2025


	401(k) and 403(b) contribution limits
	401(k) and 403(b) contribution limits
	401(k) and 403(b) contribution limits


	Elective deferrals 
	Elective deferrals 
	Elective deferrals 

	$23,000
	$23,000

	$23,500
	$23,500


	Catch-up contributions
	Catch-up contributions
	Catch-up contributions

	$7,500 (ages 50+)
	$7,500 (ages 50+)

	• $7,500 (ages 50–59, 64+)
	• $7,500 (ages 50–59, 64+)
	• $11,250 (ages 60–63)


	Roth and traditional IRA contribution limits
	Roth and traditional IRA contribution limits
	Roth and traditional IRA contribution limits


	Contributions
	Contributions
	Contributions

	$7,000
	$7,000

	$7,000
	$7,000


	Catch-up contributions 
	Catch-up contributions 
	Catch-up contributions 

	$1,000
	$1,000

	$1,000
	$1,000


	Roth IRA eligibility phase-out (no contribution) — modified adjusted gross income (MAGI) 
	Roth IRA eligibility phase-out (no contribution) — modified adjusted gross income (MAGI) 
	Roth IRA eligibility phase-out (no contribution) — modified adjusted gross income (MAGI) 


	Single or head of household 
	Single or head of household 
	Single or head of household 

	$161,000 or above
	$161,000 or above

	$165,000 or above
	$165,000 or above


	Married filing jointly 
	Married filing jointly 
	Married filing jointly 

	$240,000 or above
	$240,000 or above

	$246,000 or above
	$246,000 or above


	Married filing separately (living with spouse) 
	Married filing separately (living with spouse) 
	Married filing separately (living with spouse) 

	$10,000 or above
	$10,000 or above

	$10,000 or above
	$10,000 or above


	SIMPLE IRA contribution limits*
	SIMPLE IRA contribution limits*
	SIMPLE IRA contribution limits*


	Contributions
	Contributions
	Contributions

	$16,000 
	$16,000 

	$16,500 
	$16,500 


	Catch-up contributions
	Catch-up contributions
	Catch-up contributions

	$3,500 (ages 50+)
	$3,500 (ages 50+)

	• $3,500 (ages 50–59, 64+)
	• $3,500 (ages 50–59, 64+)
	• $5,250 (ages 60–63)


	Health savings account (HSA)
	Health savings account (HSA)
	Health savings account (HSA)


	Single coverage
	Single coverage
	Single coverage

	$4,150 
	$4,150 

	$4,300
	$4,300


	Family coverage
	Family coverage
	Family coverage

	$8,300 
	$8,300 

	$8,550
	$8,550


	Catch-up contributions (age 55+)
	Catch-up contributions (age 55+)
	Catch-up contributions (age 55+)

	$1,000
	$1,000

	$1,000 
	$1,000 





	*Participants of eligible SIMPLE plans can contribute 110% of normal contribution limits, including catch-up contributions.
	*Participants of eligible SIMPLE plans can contribute 110% of normal contribution limits, including catch-up contributions.
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	Focus on taxes• The status of TCJA — With the Republican  Party sweep, President Trump has signaled  he plans to move quickly on extending the expiring provisions of TCJA, which currently  are slated to sunset at the end of 2025.   Even with unified control, tax reform is never easy, particularly with narrow majorities. We recommend monitoring this situation and  not making any significant changes to income  tax planning until we have more clarity on the  future of TCJA. • Individual income tax rates — Alth
	Gift and estate considerations• Gift and estate lifetime exemption — The 2025 gift and estate lifetime exemption increased  to $13.99 million, but it is slated to be reduced  to roughly half that amount in 2026 if TCJA  is allowed to sunset. Given the results of the election, we believe it is unlikely we will see  this decline in the exemption amount.   While it is important to have discussions with your estate professionals to understand your options, we do not recommend making major planning decisions at 

	Work with your financial advisor and professional advisors to determine which of the above items make sense for your situation. Having a plan and solid commitment to execute on these plans can help better position you toward achieving your goals. 
	Work with your financial advisor and professional advisors to determine which of the above items make sense for your situation. Having a plan and solid commitment to execute on these plans can help better position you toward achieving your goals. 
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	3 steps to help position your  portfolio for 20251. Think str ategically about your portfolio’s diversification. We anticipate a return to more normal levels of market volatility in 2025, given the market’s focus on shifting global policies  and their impact on inflation and economic growth. Appropriate diversification and rebalancing strategies can help keep the focus  on your goals as you navigate these periods.   Set goal-oriented, well-diversified strategic allocation targets to serve as a neutral start
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	3.  Increase the interest rate sensitivity of bond allocations and reduce overweight cash positions. With inflation likely contained and economic momentum moderating, we expect central banks to continue normalizing monetary policies. This supports our recommendation to manage reinvestment risk and increase the interest rate sensitivity of your fixed-income investments. 
	3.  Increase the interest rate sensitivity of bond allocations and reduce overweight cash positions. With inflation likely contained and economic momentum moderating, we expect central banks to continue normalizing monetary policies. This supports our recommendation to manage reinvestment risk and increase the interest rate sensitivity of your fixed-income investments. 
	 

	  Cash and cash equivalents can play an important role in your financial strategy, such as serving as your emergency funds. But now is a good time to ensure you have enough — but not too much —in cash allocations. Yields on short-term bond and cash-like investments are likely to closely follow central bank rate cuts, reducing their appeal and highlighting their reinvestment risk. 
	 
	 

	  After considering your emergency fund, we recommend holding no more than 5% of your investment portfolio in cash for longer-term goals, such as retirement. We also recommend favoring intermediate- or long-term bond investments over short-term bonds within U.S. investment-grade bond allocations, helping portfolios benefit from today’s higher rates for a longer period.
	 
	 
	 


	Talk with your financial advisor about our outlook, which drives our timely portfolio guidance. Consider how incorporating this guidance into your portfolio can help you prepare for the year ahead.
	Talk with your financial advisor about our outlook, which drives our timely portfolio guidance. Consider how incorporating this guidance into your portfolio can help you prepare for the year ahead.
	 


	Past performance of the markets is not a guarantee of what will happen in the future. Investors should understand the risks involved in owning investments, including interest rate risk, credit risk and market risk. The value of investments fluctuates, and investors can lose some or all of their principal. This material is for general information purposes only and is not intended to predict or guarantee the future performance of individual securities, market sectors or the markets generally. Opinions express
	Past performance of the markets is not a guarantee of what will happen in the future. Investors should understand the risks involved in owning investments, including interest rate risk, credit risk and market risk. The value of investments fluctuates, and investors can lose some or all of their principal. This material is for general information purposes only and is not intended to predict or guarantee the future performance of individual securities, market sectors or the markets generally. Opinions express
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	Opportunistic portfolio guidanceOpportunistic asset allocation guidance — Our opportunistic asset allocation guidance represents how  we recommend positioning your portfolio across asset classes, based on current market conditions and  our global outlook, while helping you stay appropriately diversified and within your comfort with risk. A neutral position indicates we recommend aligning your portfolio with your long-term strategic target allocations.

	                                   
	                                   
	                                   
	                                   
	                                   
	                                   
	                                   


	Underweight
	Underweight

	Neutral
	Neutral

	Overweight
	Overweight


	Equity
	Equity
	Equity
	Equity


	
	

	
	

	
	


	Fixed income
	Fixed income
	Fixed income
	Fixed income


	
	

	
	

	
	


	Equity
	Equity
	Equity

	U.S. large-cap stocks
	U.S. large-cap stocks
	U.S. large-cap stocks


	
	

	
	

	
	


	International large-cap stocks
	International large-cap stocks
	International large-cap stocks
	International large-cap stocks


	
	

	
	

	
	


	U.S. mid-cap stocks
	U.S. mid-cap stocks
	U.S. mid-cap stocks
	U.S. mid-cap stocks


	
	

	
	

	
	


	U.S. small-cap stocks
	U.S. small-cap stocks
	U.S. small-cap stocks
	U.S. small-cap stocks


	
	

	
	

	
	


	International small- and mid-cap stocks
	International small- and mid-cap stocks
	International small- and mid-cap stocks
	International small- and mid-cap stocks


	
	

	
	

	
	


	Emerging-market equity
	Emerging-market equity
	Emerging-market equity
	Emerging-market equity


	
	

	
	

	
	


	Fixed income
	Fixed income
	Fixed income

	U.S. investment-grade bonds
	U.S. investment-grade bonds
	U.S. investment-grade bonds


	
	

	
	

	
	


	U.S. high-yield bonds
	U.S. high-yield bonds
	U.S. high-yield bonds
	U.S. high-yield bonds


	
	

	
	

	
	


	International bonds
	International bonds
	International bonds
	International bonds


	
	

	
	

	
	


	Emerging-market debt
	Emerging-market debt
	Emerging-market debt
	Emerging-market debt


	
	

	
	

	
	


	Cash
	Cash
	Cash
	Cash


	
	

	
	

	
	





	Source: Edward Jones.
	Source: Edward Jones.

	Opportunistic equity style guidance — Our opportunistic equity style guidance represents how we recommend positioning between value- and growth-style equity within U.S. stock asset classes and the international large-cap stock asset class, based on current market conditions and our global outlook.
	Opportunistic equity style guidance — Our opportunistic equity style guidance represents how we recommend positioning between value- and growth-style equity within U.S. stock asset classes and the international large-cap stock asset class, based on current market conditions and our global outlook.
	 


	                        
	                        
	                        
	                        
	                        
	                        

	Underweight
	Underweight

	Neutral
	Neutral

	Overweight
	Overweight


	Value-style equity
	Value-style equity
	Value-style equity
	Value-style equity


	
	

	
	

	
	


	Growth-style equity
	Growth-style equity
	Growth-style equity
	Growth-style equity


	
	

	
	

	
	





	Source: Edward Jones.
	Source: Edward Jones.
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	Opportunistic equity sector guidance — Our opportunistic equity sector guidance represents how we recommend positioning across sectors within the U.S. equity allocations of your portfolio, based on current market conditions and our global outlook over the next six to 12 months. The guidanceis relative to the sector weights of the S&P 500.
	 
	 
	 


	                             
	                             
	                             
	                             
	                             
	                             

	Underweight
	Underweight

	Neutral
	Neutral

	Overweight
	Overweight


	Communication services
	Communication services
	Communication services
	Communication services


	
	

	
	

	
	


	Consumer discretionary
	Consumer discretionary
	Consumer discretionary
	Consumer discretionary


	
	

	
	

	
	


	Consumer staples
	Consumer staples
	Consumer staples
	Consumer staples


	
	

	
	

	
	


	Energy
	Energy
	Energy
	Energy


	
	

	
	

	
	


	Financial services
	Financial services
	Financial services
	Financial services


	
	

	
	

	
	


	Health care
	Health care
	Health care
	Health care


	
	

	
	

	
	


	Industrials
	Industrials
	Industrials
	Industrials


	
	

	
	

	
	


	Materials
	Materials
	Materials
	Materials


	
	

	
	

	
	


	Real estate
	Real estate
	Real estate
	Real estate


	
	

	
	

	
	


	Technology
	Technology
	Technology
	Technology


	
	

	
	

	
	


	Utilities
	Utilities
	Utilities
	Utilities


	
	

	
	

	
	





	Source: Edward Jones.
	Source: Edward Jones.

	Opportunistic U.S. investment-grade bond guidance — Our opportunistic U.S. investment-grade bond guidance represents how we recommend positioning across maturities and sectors within your higher-quality bond allocations, relative to the Bloomberg U.S. Aggregate Bond Index. Longer-term bonds generally carry more interest rate risk than shorter-term bonds. Corporate bonds have more credit risk than U.S. government bonds.
	Opportunistic U.S. investment-grade bond guidance — Our opportunistic U.S. investment-grade bond guidance represents how we recommend positioning across maturities and sectors within your higher-quality bond allocations, relative to the Bloomberg U.S. Aggregate Bond Index. Longer-term bonds generally carry more interest rate risk than shorter-term bonds. Corporate bonds have more credit risk than U.S. government bonds.
	 
	 
	 


	                        
	                        
	                        
	                        
	                        
	                        

	Underweight
	Underweight

	Neutral
	Neutral

	Overweight
	Overweight


	Interest rate risk (duration)
	Interest rate risk (duration)
	Interest rate risk (duration)
	Interest rate risk (duration)


	
	

	
	

	
	


	Credit risk
	Credit risk
	Credit risk
	Credit risk


	
	

	
	

	
	





	Source: Edward Jones.
	Source: Edward Jones.

	Investment performance benchmarks
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	Source: Morningstar Direct, 12/31/2024. Cash represented by the Bloomberg US Treasury Bellwethers 3-Month index. U.S. investment-grade bonds represented by the Bloomberg US Aggregate index. U.S. high-yield bonds represented by the Bloomberg US HY 2% Issuer cap index. International bonds represented by the Bloomberg Global Aggregate Ex USD hedged index. Emerging-market debt represented by the Bloomberg Emerging Market USD Aggregate Index. U.S. large-cap stocks represented by the S&P 500 Index. Developed inte
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