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“"Market Outlook as of October 2025

“Commodities such as gold and silver have a world market that transcends national borders, politics,
religions, and race. A person may not like someone else's religion, but he'll accept his gold.”

Robert Kiyosaki - American businessman and author, known for the Rich Dad Poor Dad series of
personal finance books.

o Looking ahead, we continue to be constructive. We anticipate that economic momentum and
earnings growth will continue to be positive, particularly with support from Fed rate cuts (Rate
reductions have historically tended to boost equity markets, particularly when combined with
robust earnings growth. Reduced borrowing costs encourage consumer spending and investment.
This particularly benefits growth-focused industries such as technology. The Fed is expected to
cut rates twice by year-end, and long-term rates may decline, potentially offering support to
equities and the housing market.

e The One Big Beautiful Bill will continue to generate tailwinds in 2026. Taxation rebates and
reduced taxes, deregulation, new initiatives pertaining to foreign investment commitments,
depreciation tax credits, etc., all have the potential to significantly boost economic expansion.

o Strong secular trends include electrification, defense spending, quantum computing and Al
investment. Al is a powerful force driving the markets as behemoth companies are using their own
cash flow to fund these data centers, unlike in the dot.com era, where borrowed funds were used.

The biggest risks we see today:

- Companies are still uncertain of how much tariffs are going to impact prices and for how long
the uncertainty about trade policy will last.

- Mega-cap tech stocks, especially those tied to Al, dominate market capitalization and are
mostly priced for perfection, leaving little room for error if AI growth slows.

- Stagflation concerns loom due to elevated tariffs—now averaging over 15%, the highest since
the 1930s—which are contributing to slower GDP growth and elevated inflation.

- Consumption growth is slowing, especially amongst the middle class (one of the key drivers
of the economy). New homebuilding is sluggish, and fiscal stimulus is fading.

- Government Spending and deficits. This is a perennial problem of both parties and at some
point, will matter a lot.



The U.S. budget deficit is on track to be larger than in any
of the post-pandemic years
Cumulative budget deficit, by month
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Statement

- S&P 500 Concentration AND valuation risk. Valuation metrics like price-to-earnings and
price-to-sales are roughly double historical norms, suggesting lower expected returns unless
earnings growth accelerates. (see charts below)
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We are in the minority of investment managers that have maintained a long-standing position in gold as a
strategic hedge against uncertainty while providing additional diversification. In the last 5 years, gold has
way outperformed bonds and has actually outperformed the S&P 500 index, even with its concentrated
overweight positions in magnificent 7 stocks. Gold recently surpassed $4000 an ounce, an all-time high.



Shaken confidence in the US hasn’t dented the performance of American stocks this year, but countries’
(such as China, India and Russia) attempts to build a Plan B to reduce their reliance on the US dollar could
now be showing up in demand for gold. S&P 500’s performance so far this decade in terms of bullion (by
dividing the index value by the gold price) shows stocks have actually lost ground. (see chart below)

Stocks' Rally Shines Less Brightly in Gold
The S&P 500 lags gold by almost 20% for the decade to date
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Key Drivers of Gold’s Run-Up

e Central Bank Buying: Global central banks are accumulating gold at record levels, seeking
stability amid geopolitical tensions and currency volatility.

e Weaker U.S. Dollar: The dollar has depreciated significantly—about 11% since President
Trump’s return to office—making gold cheaper for foreign investors and boosting demand.

o Interest Rate Outlook: Anticipation of Federal Reserve rate cuts is pushing investors toward gold,
which typically benefits from lower interest rates due to its lack of yield.

e Geopolitical Uncertainty: Conflicts in Europe and the Middle East, along with strained U.S.-
China relations, are prompting investors to seek safe-haven assets like gold.

o Investor Diversification: Exchange-traded funds (ETFs) and private investors are reallocating
portfolios toward gold, viewing it as a hedge against inflation and market volatility.

o U.S. Fiscal Concerns: Skyrocketing government debt and deficit spending are eroding confidence
in the dollar and traditional assets, further enhancing gold’s appeal.

With valuations stretched, investor positioning is critical. We see real estate, energy, and healthcare
sectors still offer relative value. The healthcare sector has underperformed this year, and its current P/E of
17x is currently trading at a 25% discount to the S&P due to policy uncertainty.

The S&P 500 is predicted to grow its EPS by 11% in 2025, while the healthcare sector is predicted to
grow its EPS by 13%. We anticipate little to no impact on earnings from the new pharmaceutical tariff,



which will soon go into effect because of several exemptions. Furthermore, long-term demographic trends
(such as an aging population) should be advantageous to the industry.

Health Care Relative Valuation
Near Historic Lows
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Our guiding philosophy continues to be - generate reliable and growing income, preserve capital through
cycles, and capture selective equity upside. While volatility and policy uncertainty remain, our dividend
strategies continue to provide reliable income, resilience, and long-term growth potential.
We remain laser-focused on dividend sustainability. That means:

e Prioritizing companies whose free cash flow comfortably covers dividends by healthy margins

e Avoiding names with overly aggressive payout ratios or earnings volatility

o Favoring businesses with defensive attributes or secular tailwinds (e.g. regulated utilities, energy

tolling, healthcare)
o Emphasizing valuation discipline over yield chasing.

It is always advisable to review one’s individual circumstances and tolerance for risk. If any of your
financial circumstances have changed, or you want to adjust your portfolio’s risk profile we always
encourage you to contact us should you want to make any changes to your portfolio allocation.

As always, please feel free to contact us with any questions or concerns.
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Brian Chait
President, October 9th, 2025

Each year Lynx Capital Group files a Form ADV Part 2A. The Form ADV Part 2A defines our
business, key personnel and business relationships. If you wish to receive our Form ADV Part 2A
and or a copy of our Privacy Policy, please contact us and we will gladly mail or email you a copy.




