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The market environment has shifted repeatedly over the past year, driven by a combination of policy uncertainty, geopolitical
developments, and changing financial conditions.

Beginning in April 2025, amid heightened trade tensions, markets experienced notable volatility before settling into relatively
calmer conditions after the U.S. Supreme Court overturned key elements of the administration’s tariff framework. While this
uncertainty left investors uneasy during the initial weeks of Trump’s second administration, sentiment gradually improved as
markets stabilized through the first two months of 2026.

That calm was tested on February 28, when renewed conflict in the Middle East reintroduced geopolitical risk and reignited
market volatility. As is often the case during periods of heightened uncertainty, these developments prompted concerns
about inflation, economic growth, and the durability of the expansion.

History suggests that while such episodes can be unsettling, they are rarely rewarded by abandoning long term investment
plans. Periods of volatility have consistently tested investor discipline—but they have also reinforced the value of staying
invested.

Navigating the current economic landscape

Assessing the economic impact of renewed conflict in the Middle East remains challenging, particularly given its implications
for global supply chains and energy markets. As long as the Strait of Hormuz remains closed, oil prices are likely to remain
elevated. Beyond energy, other commodities critical to global growth move through the strait, including roughly 60% of
global limestone flux used in construction, cement, and infrastructure, 50% of sulfur, 23% of nitrogenous fertilizer, and 30%
of global helium supply.

The latter is especially noteworthy, as helium is a key component of semiconductor manufacturing, an industry that
represents a meaningful concentration within major equity indices.

Despite these pressures, the U.S. economy remains on a solid macro foundation. However, the path ahead now likely hinges
on the duration of the Middle East conflict and how long energy and other important input prices remain elevated. Tighter
financial conditions may pose additional challenges, as higher gasoline prices offset most, if not all, of the household benefits
of the One Big Beautiful Bill Act tax refund.

History shows that sustained shocks can seep into economic fundamentals, potentially influencing the Fed’s policy trajectory
and heightening downside risks. In response to the outbreak of hostilities, equity markets tumbled, with the S&P 500 falling
nearly 8% to an 8-month low, while the 10-year Treasury yield surged to a 9-month high of 4.44% amid worries of energy-
fueled inflationary pressures.

During periods like this, it is not uncommon for investors to feel compelled to retreat from markets. However, while
downturns can be challenging, historical—and even recent—data suggest they are often shorter-lived than bull markets, and
that investors who choose to exit the market during times of stress can severely impair their long-term portfolio goals.
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Stock market bull and bear cycles

Bear markets, characterized by a 20% decline from prior peaks, have historically been far shorter in duration than bull markets,
which often last longer and yield higher returns. Since 1956, the average bear market has lasted approximately 13 months and
resulted in an average decline of about 35%. In contrast, bull markets typically persist for around 64 months, delivering
impressive average cumulative returns of 184%.

This contrast underscores the resilience and potential of bullish trends in the economic and financial landscape. While past
performance is no guarantee of future results, and the exact length of any current pullback is difficult to predict, there are
reasons to believe that staying invested in a diversified portfolio is still the best approach for most investors.

In fact, equity markets have already demonstrated this resilience in the current cycle. After reaching an eight-month low in
late March, the S&P 500 recovered rapidly, returning to new all-time highs just a month later.

Stock market bull and bear cycles
S&P 500 price index, recessions are shaded, 1956-present
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Note: Bear markets are defined as 20% declines from prior peaks. Bull markets begin at each market bottom.
Source: Clearnomics, Standard & Poor’s, Principal Asset Management. Data as of April 30, 2026.

Volatility is a feature, not a flaw

Market pullbacks are a regular occurrence. On average since 1980, the U.S. stock market experiences an intra-year decline of
approximately 14.1%, yet most calendar years still end with positive returns, averaging 10.5%. This volatility is a natural
aspect of investing and reflects the market’s ongoing process of pricing risk and uncertainty. Investors who maintain discipline
during drawdowns are often rewarded over time, as recoveries tend to follow periods of stress.

Annual returns and pullbacks
S&P 500 Index price return, max dravvdovvns represent the biggest intra-year decline
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Note: This chart shows the annual return and largest intra-year decline for the S&P 500 index. The largest intra-year decline is
measured as the steepest peak-to-trough decline for the index during the calendar year.

Source: Clearnomics, Standard & Poor’s, Principal Asset Management. Data as of April 30, 2026.
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Positioning portfolios for challenging market environments

There are no foolproof strategies for managing market crises. Since volatility occurs more frequently than investors would
prefer, developing a framework to navigate it is essential. Historical cycles highlight several key investment principles:

Stick to a well-crafted financial plan

A personalized financial plan that reflects an investor’s unique situation, goals, and risk tolerance can help distinguish between
necessary adjustments and the potentially costly decision to exit the market during pullbacks. For long-term investors, lower
prices can enhance the attractiveness of investment valuations and future return potential. Staying invested through market
fluctuations—both highs and lows—has historically proven more effective than attempting to time market movements.

Staying invested: Missing the best days
The impact of missing the best market days over the past 25 years, based on an initial $1,000 investment
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Note: This chart shows the value of an initial $ 1000 investment using S&P 500 price returns before transaction costs across varying scenarios. Each
scenario assumes $ 1000 was invested 25 years ago and remained fully invested or was moved to cash during the best market days. Date range: 25
years ago to present. Source: Clearnomics, Standard & Poor’s, Principal Asset Management. Data as of April 30, 2026.

Maintain a properly diversified portfolio

Asset class performance varies significantly across market environments. For instance, during the 2008 Global Financial Crisis,
fixed income returned 5.2%, while large-cap stocks plummeted 37%. In 2020, despite a brief selloff during COVID, large-caps
rebounded to end the year up 18.4%. A diversified portfolio can help mitigate volatility, particularly in challenging markets.

Asset class performance
Total returns and annual averages over the period shown
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Source: Clearnomics, Bloomberg, Principal Asset Management. Data as of April 30, 2026. All sectors are represented by the Bloomberg Barclays bond
indices, except for Preferreds, EMD USD, and Local, which are the S&P Preferred Stock Index, JP Morgan EMBIG Diversified Index, and JPMorgan GBI-EM
Core Index, respectively. The Balanced Portfolio is a hypothetical 60/40 portfolio consisting of 40% U.S. Large Cap, 5% Small Cap,
10% International Developed Equities, 5% Emerging Market Equities, 35% U.S. Bonds, and 5% Commodities.
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Focus on the big picture

Maintaining a long-term perspective can help investors stay on course. The stock market has historically risen alongside
economic growth, enabling many investors to achieve long-term financial goals. By zooming out and considering broader
trends, investors are often better able to stay committed to their long-term investment strategies.

Stock market cycles
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Source: Clearnomics, Standard & Poor’s, Principal Asset Management. Data as of April 30, 2026.

Staying the course

Navigating today’s market environment is undeniably daunting, particularly amid geopolitical uncertainty and elevated
energy costs. Yet the lessons from prior cycles remain instructive: adhere to a financial plan, maintain diversification, and
preserve a long-term horizon.

This disciplined approach not only helps manage risk during market downturns but also positions investors to benefit from
eventual market recoveries—an opportunity that those who exited the market during recent volatility may have missed.
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Risk considerations

Investing involves risk, including possible loss of principal. Past Performance does not guarantee future return. Equity investments involve greater risk, including
higher volatility, than fixed-income investments. Fixed-income investments are subject to interest rate risk; as interest rates rise their value will decline.
International investing involves greater risks such as currency fluctuations, political/social instability, and differing accounting standards.

Important Information

This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be
construed as specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding
an investment or the markets in general. Information presented has been derived from sources believed to be accurate; however, we do not independently
verify or guarantee its accuracy or validity. Any reference to a specific investment or security does not constitute a recommendation to buy, sell, or hold such
investment or security, nor an indication that the investment manager or its affiliates has recommended a specific security for any client account. Subject to any
contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim any express or implied
warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for errors or omissions in the information or data
provided.

This material may contain ‘forward-looking’ information that is not purely historical in nature and may include, among other things, projections, and forecasts.
There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to
local law or regulation.

This document is intended for use in:

e The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.

e Europe by Principal Global Investors (Ireland) Limited, 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296, Ireland. Principal Global Investors (Ireland) Limited
is regulated by the Central Bank of Ireland. Clients that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or Principal Global
Investors (Ireland) Limited (“PGII”) will not benefit from the protections offered by the rules and regulations of the Financial Conduct Authority or the
Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with PGIE or PGII, PGIE or PGII may delegate
management authority to affiliates that are not authorized and regulated within Europe and in any such case, the client may not benefit from all protections
offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of Ireland. In Europe, this document is directed exclusively at
Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID).

¢ United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is
authorized and regulated by the Financial Conduct Authority (“FCA”).

e This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH.

*  United Arab Emirates by Principal Investor Management (DIFC) Limited, an entity registered in the Dubai International Financial Centre and authorized by
the Dubai Financial Services Authority as an Authorised Firm, in its capacity as distributor / promoter of the products and services of Principal Asset
Management. This document is delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any
other person or organisation.

* Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No.199603735H), which is regulated by the Monetary Authority of Singapore and is
directed exclusively at institutional investors as defined by the Securities and Futures Act 2001. This advertisement or publication has not been reviewed by
the Monetary Authority of Singapore.

* Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities
and Investments Commission and is only directed at wholesale clients as defined under Corporations Act 2001.

* Hong Kong SAR by Principal Asset Management Company (Asia) Limited, which is regulated by the Securities and Futures Commission. This document has
not been reviewed by the Securities and Futures Commission. This document may only be distributed, circulated or issued to persons who are Professional
Investors under the Securities and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by that Ordinance.

e Other APAC Countries/Jurisdictions. This material is issued for Institutional Investors only (or professional/sophisticated/qualified investors, as such term
may apply in local jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any
jurisdiction or country where such distribution or use would be contrary to local law or regulation.

* Nothing in this document is, and shall not be considered as, an offer of financial products or services in Brazil. This presentation has been prepared for
informational purposes only and is intended only for the designated recipients hereof. Principal Global Investors is not a Brazilian financial institution and is
not licensed to and does not operate as a financial institution in Brazil. This document is intended for use in Brazil by Principal Asset Management Ltda., a
Brazilian asset manager licensed and authorized to carry out its activities in Brazil according to Declaratory Act n. 9.408/07. This document is delivered on
an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or organisation.

*  Principal Global Investors is not acting as agent for, or in conjunction with any Principal Financial Group affiliate domiciled in Mexico. By accepting this
Presentation, the recipient confirms that is an Institutional and/or Accredited Investors pursuant to Articles 2 Sections XVI, XVII and 8 of the Mexican
Securities Market Law (“LMV”). In case of not complying with the requirements established in the LMV, the recipient must notify it immediately, since the
recipient has not the right to receive the information in order to comply with the LMV.

¢ The exhibition of this material in Chile does not constitute an offer for the purchase or sale of any local or foreign security, nor does it pretend to promote or
advertise determinate securities or its issuers or facilitate the purchase or sale of determinate securities. This material has been prepared exclusively to be
used in one on one presentation with institutional or qualified investors, capable of properly evaluating the limitations and risks involved in investment
decisions. This presentation should not be provided to anyone else.

Principal Global Investors, LLC (PGI) is registered with the U.S. Commodity Futures Trading Commission (CFTC) as a commodity trading advisor (CTA), a
commodity pool operator (CPO) and is a member of the National Futures Association (NFA). PGl advises qualified eligible persons (QEPs) under CFTC
Regulation 4.7.

Principal Asset ManagementsM is a trade name of Principal Global Investors, LLC.

© 2026 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design are
registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around the world and

may be used only with the permission of Principal Financial Services, Inc.
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