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Our Point

The war between Israel and Iran continued this week with the big question of whether or not the US will get more involved.
President Trump indicated that a decision would be made over the next couple of weeks. The pause provides some opportunity
for diplomacy and allows Israel to further degrade Iran’s defenses before any US strike. The markets have handled the
uncertainty very well this week which leads us to believe that any positive developments could lead to a sharp relief rally. As
we discussed last week, the Israeli/Iran war is still an event risk that has little bearing on the US economy. If that changes, then
the conflict could start to roil US markets more. As expected, the Fed made no changes to the Fed Funds rate and “remain data
dependent.” It does feel like the bad blood between Chairman Powell and President Trump is coloring the words and actions
from the Fed. Inflation continues to decline, and the economy is showing some cracks. In our view, a rate cut is overdue.
However, the Fed gave no indication that rate cuts were possible until the 4" quarter of this year. Hopefully, we will get a bit
more clarity when the Chairman testifies before Congress next week. Powell is sure to be grilled by Republicans while garnering
praise from the Democrats — politics in motion and not always a pretty sight. Chairman Powell is out of a job as soon as his
term expires in May of 2026. Trump is not doing himself any favors by constantly berating Powell, but regardless the Chairman
seems set on defying what the President wants. Said or unsaid, lower rates is what every president wants! As Chairman
Powell’s tenure gets closer to ending, the markets will begin focusing on his replacement. Trump is likely to nominate someone
that is much more dovish and helpful for the markets. The PCE inflation report comes out next week which will give new data
points for the Fed to consider. Lower inflation readings will continue to put pressure on the Fed and could spark a small rally.
A poor reading will bolster the Fed’s case that inflation remains sticky. We’ll know more next week. We made no changes to
our holdings this week as all of our positions are performing as expected. Should we reach the highs over the coming few
weeks, we may take some profits to generate cash for any pullback. For now, however, we remain fully invested. Summer
officially arrives today and right on schedule we will get temps in the 90’s over the next several days. It will be a hot and humid
weekend with lots of sunshine. | will be traveling next Friday but Carter will be at the controls and will put out next week’s
note. Have a warm and relaxing weekend wherever it finds you.

The content of the BAM Market Note is provided for general informational purposes only and should not be construed as advice to purchase or to retain any interest in any of the investments
mentioned. Any references to returns are not indicative of future performance and are subject to adjustment or revision.
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