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2025 has been one of the more perplexing years in recent market
history. On one hand, headlines have been dominated by concerns
about tariffs, stagfiation, rising fiscal deficits across developed markets,
and political threats to central bank independence. On the other, every
major asset class has delivered strong returns. Equity markets around
the world are near record highs and credit spreads remain among the
tightest on record.

Amid this unusual market environment, investors may naturally

ask what is driving these strong returns and how long can the rally
continue? To answer, we start with the Federal Reserve, whose actions,
and those surrounding it, have been key drivers of markets.
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The Federal Reserve Under Pressure

While the Fed has long played an important role in financial markets due to its role
in setting short-term interest rates, its influence has expanded significantly since the
2008 financial crisis. Policy tools like quantitative easing and emergency liquidity
programs have directly impacted asset prices and fostered a belief in a “Fed put”
(the idea that the Fed will always intervene in times of market stress) that has
changed investor behavior and risk-taking.

One way to quantify the Fed’s importance to markets is by comparing the return

of the S&P 500 over the last 20 years versus the return of the index excluding
Fed meeting days (announcement dates and the prior day). Excluding Fed meeting
dates, the index would be 44% lower today."

There is a long history of U.S. presidents publicly or privately encouraging the Fed
to lower interest rates. In April, President Trump escalated matters, calling for the
Fed to lower rates and publicly questioning whether he should fire Federal Reserve
Chairman Jerome Powell. By July, he intensified efforts to remove Powell, citing the
$2.5B renovation of the Fed’s headquarters as excessive and grounds for firing.
Despite this public pressure, Powell did not resign. Then, in the first week of August,
Fed Governor Adriana Kugler unexpectedly resigned.

Three weeks later, President Trump announced his intention to fire Fed Governor
Lisa Cook following mortgage fraud allegations, a case scheduled to be heard

by the Supreme Court in December. The announcement fueled speculation that
Governor Kugler may have been privately pressured to resign or face similar public
accusations.




Fiduciary Perspective Q4 2025

These actions have raised real concerns about the Fed’s independence. In our

Q2 Outlook, we referenced a paper by Stephen Miran, then Head of the Council

of Economic Advisers, on restructuring the global trading system.? Miran’s paper
primarily addressed tariff policy, and we noted that its analysis could provide insights
into where tariff rates might ultimately settle.

In recent weeks, Miran unexpectedly became central to the Fed narrative when he
was appointed as a temporary Fed governor to fill the seat vacated by Governor
Kugler. He was confirmed just in time to vote at the Fed’s September meeting, and
his actions did little to ease worries over Fed independence. Miran was the lone
dissent in the decision to cut rates by 25 basis points, calling instead for a 50-basis
point reduction. He also projected five more cuts by year-end in the Fed'’s “dot plot”
forecasts, compared with a maximum of two from other members.

Exhibit B: Federal Funds Rate Dot Plot vs. Market Expectations
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Source: Federal Reserve, Bloomberg, Fiduciary Trust Company. The Federal Reserve Dot Plot represents
the Federal Funds Rate forecast from each member of the Federal Reserve’s policymaking committee.
Chart represents year-end forecast rates. Data as of September 26, 2025.

The President’s objectives related to the Fed may go beyond just a desire to lower
short-term rates. Returning to Miran’s paper in light of his new position, there are
several sections relating to the Fed's role in achieving certain policy objectives, such
as capping interest rates. Most investors are familiar with the Fed’s “dual mandate”
of maximum employment and price stability; Miran highlights a third mandate of
“moderate long-term interest rates.” In practice, this could mean using policy tools to
cap yields even if inflationary pressures rise.

The President’s actions seem to indicate that he is trying to ensure there is enough
support on the Federal Open Market Committee to approve Vice Chair Bowman’s
deregulatory agenda, which aims to unlock excess bank capital for lending. It seems
increasingly likely that we are entering a new era of explicit coordination between the
Fed and Treasury.

It seems increasingly
likely that we are
entering a new era of
explicit coordination
between the Fed and
Treasury
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Investment Implications of Fed Policy — and Inflation

The market is pricing a short-term Federal Funds rate near 3% by the end of 2026.
Given the political dynamics, rates may fall more quickly than expected. While
President Trump was unsuccessful in his efforts to oust Powell this year, Powell’s
term ends in May of 2026, and the President will be able to appoint a new Fed
Chair. It is possible that he will name Powell’s successor later this year, and that
person could exert some influence on market pricing of short-term rates before their
official confirmation.

Lower long-term rates may be achieved through a combination of the Treasury
The Trump tariffs are issuing shorter-term bills and the Fed buying longer-dated bonds. The recently
expected to place enacted GENIUS Act, which regulates stablecoins, may also serve to channel new

demand into Treasury bills, freeing the Fed to focus purchases further out the yield
some upward pressure

curve.
on import prices, The Trump tariffs are expected to place some upward pressure on import prices,
adding to near-term adding to near-term inflation risks. While the broader economic impact may take time
inflation risks to unfold, the Federal Reserve is likely to keep a close watch on whether these trade
measures complicate its path toward price stability.

The key outcomes of the Fed effectively participating in fiscal policy include higher
inflation, lower real interest rates, and potential currency depreciation. In such an
environment, real assets would likely perform well, while equities could also benefit.
Normally, higher inflation would weigh on equity multiples, but if the central bank

is capping yields, that should provide support to valuations. We have actually seen
these conditions play out this year, as real yields have fallen and the dollar has
weakened significantly. As discussed earlier, this dynamic has contributed to strong
returns across all major asset classes.

Exhibit C: The US Dollar Index vs. Real 10-Year US Treasury Yields
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Source: Bloomberg, Fiduciary Trust Company. Real US 10-Year Treasury yield is based on the US 10-Year
Treasury Inflation Protected Security (TIPS). TIPS are calculated by adjusting the bond’s principal based on
the Consumer Price Index (CPI). The specific adjustment is made using a reference CPI that uses interpolated
data based on CPI figures from three months prior. Data as of September 29, 2025.
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Valuations: High, but with Context

The key question is whether the market has already priced in this scenario, or if
the rally can continue despite historically high valuations. The S&P 500's forward
P/E is at levels only exceeded during the dot-com bubble, so it is only natural

to draw comparisons to that period. Today's rapid expansion of Al datacenters
bears a striking resemblance to the fiber-optic buildout of the early 2000s, when
overcapacity ultimately led to severe losses for equity investors.

Exhibit D: S&P 500 Forward 12 Month Price-to-Earnings Ratio
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Source: Bloomberg, Fiduciary Trust Company. Data as of September 29, 2025.

There are some key differences between then and now. Today’s high multiple
has been driven by the increasing weight of the Magnificent 7 stocks. Unlike the
dot-com era high-flyers, today’s hyper scalers, like Alphabet, Microsoft, Amazon,
and Meta, have thus far funded their capital expenditures primarily out of their
substantial free cash flow. If expected returns on Al investments fall short, these
firms can redeploy capital into other areas.

The surge of the Mag 7 has not only driven higher index valuations but also
increased index concentration, with the top ten stocks in the S&P 500 now
representing an unprecedented share of the market. While it is undeniable that these
largest companies exert significant influence on market direction, there is reason for
optimism: their business exposures are more diverse than many realize.

Take Alphabet, for example, which generates revenue not only from search and
advertising but also from YouTube, Google Cloud, Waymo, and hardware. This
diversification is in part a result of the Mag 7 collectively executing more than

800 acquisitions since going public. Bloomberg offers an interesting perspective,
identifying roughly a dozen major investable themes in the technology sector,
including Al, autonomous vehicles, cloud computing, digital payments, and
cybersecurity. They note that each of the Mag 7 participates in at least four of these
key themes. Viewed this way, today’s concentration reflects diversified exposure
through a few large platforms, rather than fragile dependence on a single sector.
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Exhibit E: Technology Sector Investable Themes for the Magnificent Seven
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Nvidia is somewhat unique among the Mag 7 in that a large portion of its revenue
comes from the other Mag 7 companies. Recent developments suggest we may

be entering the later stages of Nvidia's remarkable run. For example, they recently
announced a $100B investment in OpenAl (the creator of Chat GPT) which OpenAl
will use to purchase Nvidia GPUs. This arrangement bears resemblance to vendor
financing practices seen at Lucent and Cisco in the early 2000s, which ultimately led
to significant losses.

Additionally, it appears the Street has begun to fully price in Nvidia's growth: over the
past eight quarters, sequential upward revisions to the following quarter’s earnings
estimates have grown progressively smaller, and Nvidia has beaten expectations by
diminishing margins. For the time being, demand for Nvidia's GPUs still outpaces
supply, and the company’s largest buyers have very strong balance sheets and are
investing aggressively in what they see as a critical Al arms race, both against each

other and against China. The question is whether momentum can be sustained as
@ Learn More: market expectations become increasingly priced in.

Access our full library Gold and Currencies: Watching the Endgame
of insights at

fidtrustco.com/insights Gold has been a top-performing asset this year, reaching new all-time highs.
Interestingly, bitcoin, often referred to as “digital gold” has not fared as well, up
just 12% year-to-date. Because it does not generate cash flows, gold has always
been difficult to value, and its recent surge has rendered traditional ratios to other
commodities or metals like silver or platinum largely meaningless. Looking ahead,
gold’s appeal remains supported by the macro backdrop. Central bank demand,
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particularly from China, India, and Japan, where gold remains a small share of
reserves, could also provide further support for prices.

Gold'’s strong returns this year have been supported in part by dollar weakness.
While we expect the dollar’s slide may continue, we have preferred to express that
view through non-U.S. equities rather than gold. Historically, foreign stocks have
been more sensitive to moves in the U.S. dollar than gold, tending to move more
sharply and in closer alignment with changes in the currency.

We expect to reassess our views on the dollar once the Fed approaches the end

of its cutting cycle or if the dollar index (DXY) revisits its early-2000s levels in the
mid-80s. Both could mark inflection points where the trend of dollar weakness may
start to wane and the case for a currency-sensitive tilt would diminish.

Historically, foreign
stocks have been
more sensitive to

Conclusion: Opportunity in Uncertainty moves in the U.S.

2025's mix of strong market performance and rising political-economic uncertainty dollar than gold
highlights a central paradox: risks are mounting, yet returns remain robust. We see
three key takeaways:

1. Rates are likely to trend lower, creating opportunities in equities, credit,
and especially municipal bonds. While most asset classes are at all-time highs,
municipal bonds offer some of the highest yields in the last two decades.

2. Inflation risks are real but manageable with Al-driven productivity offering
some offset.

3. The dollar may weaken, enhancing opportunities in international developed
markets.

While today’s environment presents plenty of challenges, it also offers fertile
ground for careful, selective investing.

If you have questions, please reach out to a Fiduciary investment officer or
Sid Queler at queler@fiduciary-trust.com.

"“S&P 500 Index,” Bloomberg.

2“A User’s Guide to Restructuring the Global Trading System,” Washington International Trade Association.
November 12, 2024.

Disclosure related to Bloomberg indices:

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P.
and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg's licensors own all proprietary rights in
the Bloomberg Indices. Bloomberg does not approve or endorse this material or guarantee the accuracy or
completeness of any information herein, nor does Bloomberg make any warranty, express or implied, as to
the results to be obtained therefrom, and, to the maximum extent allowed by law, Bloomberg shall not have
any liability or responsibility for injury or damages arising in connection therewith.
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Exhibit F: Fiduciary Trust Asset Class Perspectives
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to the asset class increased, decreased, or was unchanged in the last calendar quarter. Allocation denotes the percentage weight in a
portfolio assuming a 60% equity, 35% fixed income, 5% cash benchmark.
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Is the Cost of Higher Education
Really Out of Control?

For many families, few financial decisions carry the weight — or the price tag —
of funding a college education. Over the past 25 years, the “rising cost of higher
education” has drawn growing attention in headlines, dinner-table conversations,
politicians’ platforms, and family wealth planning.

However, this narrative does not match the reality of how higher ed sticker prices
have changed over the past decade, or more importantly, the actual amount families
pay, once scholarships, grants, and tax benefits are factored in.

Understanding these dynamics is essential for all families with members who
aspire to attend a higher education institution. High-net-worth families often find
themselves in a unique position: too affluent to qualify for need-based aid, but still
navigating six-figure tuition bills, sometimes for multiple children.

The Published Price

While the published price of higher ed is significant, over the past decade, in real
(constant) dollars, Public Four-Year In-State tuition and fees have actually declined.
Private Nonprofit Four-Year figures have exceeded inflation by only four percent
cumulatively over the period. And, few families actually pay the stated price.

Exhibit A: Average Published Tuition and Fees in 2024 Dollars by Sector
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Source: College Board, Fiduciary Trust Company. Figures are enrollment weighted.

Sidney F. Queler
Head of Wealth Management
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Families are often most aware of these “sticker” numbers because they appear
on admissions materials and in media reports. These headline figures can
understandably create anxiety.

Net Price: What Families Actually Pay

The more relevant measure is the net price: tuition and fees after subtracting grants,
scholarships, and education tax benefits. This figure sometimes paints a different

Today, the average picture.
private college Since 2000, colleges and universities have substantially expanded their use of
student receives “tuition discounting.” Today, the average private college student receives institutional

grants that reduce published tuition by more than half." Public universities, while less
generous on average, also distribute need-based and merit-based aid, particularly to
attract high-achieving students from out of state.

institutional
grants that reduce

published tuition by As a result, the growth in net prices has been slower than the published prices
more than half suggest.

Exhibit B: Average Published and Net Prices in 2024 Dollars
for Private, Nonprofit Four-Year Undergraduate Students
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are projected.
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Exhibit C: Average Published and Net Prices in 2024 Dollars
for Public, Four-Year Undergraduate Students
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How Income Shapes the Net Cost

The gap between the published price and net cost is most pronounced for lower- and
middle-income families. Highly resourced institutions, especially the most selective
private colleges, have committed to meeting the full financial need of admitted
students. In practice, this means that a family earning $70,000 per year may
contribute little or nothing toward tuition at an Ivy League school, while the same
family could face steep bills at a less well-funded private or public university.?

By contrast, high-income families rarely qualify for need-based aid, though merit
scholarships are sometimes available. For these families, the stated price and the

net price converge, particularly at elite institutions where merit aid is limited or non-
existent. This reality means that affluent households often shoulder close to the full
published price. It is important to note that there is no set definition of “high income”
for need-based aid purposes as a variety of factors come into play, such as the size
of the family, family assets, and the financial aid program at a particular school.

Impact of the One Big Beautiful Bill Act (OBBBA)

Borrowing is an important component of education financing for many families.
The OBBBA of 2025 has reshaped several elements of the federal student

loan programs. Some of the key changes include borrowing limits for students
and parents and the elimination of graduate and professional plus student loan
programs.® For parents or students who anticipate borrowing to finance higher ed

expenses, it is important to understand the details of the various programs and
recent changes.

High-income families
rarely qualify for
need-based aid,
though merit
scholarships are
sometimes available
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News & Notes

Larry Primatello joined FTC as
VP & Head of Technology

Suma Nair, JD, was elected
President of the Boston Bar
Association

Fiduciary Trust Company voted
a Top Wealth Manager by Mass
Lawyers Weekly readers

FTC named a Top Charitable
Contributor by the Boston
Business Journal
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Looking Ahead

While the future trajectory of college costs is uncertain, several forces suggest
continued pressure on published tuition: high labor costs in education, the demand
for student services, and limited political appetite for large-scale subsidies at the state
level. The practical reality is unlikely to change: financing higher education will remain
a major expenditure requiring thoughtful, proactive planning.

At Fiduciary, we take the time to understand the educational aspirations you have for
your children, and in many cases, grandchildren. Our comprehensive wealth planning
process helps determine the most tax efficient and effective options for financing
education for your family members, while maintaining considerations for other
personal and financial goals.

To learn more about how we can help you achieve your goals, please contact
Sid Queler at queler@fiduciary-trust.com. m

" “Trends in College Pricing 2024,” College Board. 2024.
2“Trends in Student Aid in 2024." College Board. 2024.
3 “Federal Student Aid: One Big Beautiful Bill Act (OBBBA) of 2025,” U.S. Department of Education. September 10, 2025.

The opinions expressed in this publication are as of the date issued and subject to change at any time. Nothing
contained herein is intended to constitute legal, tax or accounting advice and clients should discuss any proposed
arrangement or transaction with their legal or tax advisors.



