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Fast forward to today, and the situation couldn’t
feel more different. Major indices are near all-
time highs and the economy has been resilient,
driving corporate earnings higher and keeping
the unemployment rate low. Inflation is still a
challenge with energy prices being a key source P

of uncertainty this year, but it is no longer rising at ;gigs&gﬁ;nmagi%andard&;Z:’s w
a double-digit pace.! The S&P 500 has more than

doubled over this period, supporting investors who

have maintained a long-term focus in their portfolios and financial plans.
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As the bull market enters its fifth year, the shift in investor sentiment over this period is an important reminder that
market and economic conditions can turn around when they’re least expected. And while this is all positive for long-
term investors who stuck to their plans, the goal is neither to celebrate nor become complacent, but to stay balanced
and focused on long-term financial goals.

The S&P 500 reached its bottom on October 12,2022, alongside other asset classes such as bonds, amid inflation
concerns. Since then, the index has gained around 119% on a price return basis, and 131% with reinvested dividends.?
Not only does this mean that stock market holdings have more than doubled over this period, but this is now one of
the strongest bull market cycles since World War 11, as shown in the chart above.

Historically, bull markets have lasted far longer than bear markets, often running five to ten years or more, including
two recent cycles that lasted more than a decade. Of course, no two market cycles are identical, and past performance
is no guarantee of future results. After all, markets never rise in a straight line.

The market cycle that began in 2020, for instance, was interrupted in 2022 due to inflation. At the same time,
many challenges that seemed important at the time only became temporary speed bumps. For instance, the long
bull markets of the 1990s and the 2010s each faced serious challenges along the way, including growth concerns,
geopolitical events, fiscal challenges, oil price shocks, and periods of elevated valuations. And yet, consumers and
businesses adapted to these conditions, allowing markets to recover.
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Today’s cycle is no exception and has already faced periods of significant volatility, such as the sharp pullbacks in
2025 around tariffs and earlier this year due to the war in Iran. Zooming out, it’s easy to see that these episodes are a
normal part of any market cycle. As the bull market continues, it’s an important time for investors to stick with a well-
constructed portfolio that can handle all types of market environments.
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The market cycle hasn’t simply continued, but has reached record levels. This year alone, the S&P 500 has achieved
more than two dozen new all-time highs.? This can lead to mixed feelings among investors, since some may worry that
the market is “due for a pullback,” while others may feel that they’re missing out.

As always, it’s important to stay balanced and to have a longer historical perspective. The chart above shows how
frequently the S&P 500 has set new all-time highs across different market cycles. History shows that it’s not unusual at
all for markets to rise steadily during bull markets and, by definition, achieve new all-time highs. Over the past decade,
for instance, the S&P 500 has reached dozens of new highs each year, except during the bear market in 2022 and as
major indices recovered in 2023.

This does not mean risks are absent or that new highs should be taken for granted. Rather, it reflects the fact that the
economy and corporate sector have been resilient in the face of significant headwinds. Recognizing this pattern and
resisting the urge to step aside every time markets approach record territory is one of the most valuable habits a long-
term investor can develop.

Markets hovering at high valuations mean it’s important to consider potential opportunities across asset classes, as
well as risk management. Valuations matter to long-term investors because they don’t just reflect the price of the
stock market, but what you get for that price. This matters because investors own shares of stock to benefit from the
earnings, cash flow, dividends, and other fundamental measures that they are entitled to. Valuation metrics take a
ratio of the share price against each of these measures to show what investors are getting for that price.

The accompanying chart shows various valuation measures for the S&P 500. Strong earnings growth over the past
year, including consensus estimates pointing to over 30% earnings growth for 2026, has helped bring the price-to-
earnings ratio down from its peak just a year ago.* This is a positive and suggests that much of the market’s gains have
been supported by corporate profitability rather than by investor enthusiasm alone.
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At the same time, valuations remain above their long-run historical averages based on other measures. Price-to-
book, for instance, is a classic metric used by value investors, and suggests that the market is still expensive when
considering company assets and balance sheets. The same is true for measures such as dividend yields, which are
historically low when compared to interest rates and bond yields today. In addition, an important part of the story is
that valuations appear high in technology-related sectors but can differ across many parts of the market.

It’s important to remember that valuations are not short-term timing tools, but help to position portfolios over

years and decades. Markets can stay elevated for extended periods, especially when earnings growth is strong. That
said, higher valuations can suggest that unless fundamentals change, the margin for error is smaller. This raises the
importance of holding different asset classes to balance a portfolio, ensuring it stays aligned with long-term financial
plans. Bond yields, for instance, are near multi-decade highs, making them more attractively valued.®

The bottom line? As the bull market begins its fifth year, it’s a good time to reflect on the positive developments over
this market and economic cycle. Uncertainty is a natural part of investing, so staying balanced and focused on long-
term financial goals remains important.
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