Broadleaft

| Annualized--------=--=-c-ccmcmmmmo 1
Since
Q1 2025 1 Year 3 Years 5 Years 10Years 15Years Inception
Broadleaf -11.6% 0.2% 7.1% 17.6% 15.2% 14.9% 12.3%
S&P 500 -4.3% 8.3% 9.1% 18.6% 12.5% 13.2% 10.2%

Performance Commentary

Growth stocks had a tough relative quarter, as the market punished many of the big winners of
the past few years. This “momentum” unwind resulted in a tough quarter for the BGEP.

Fund Inception 8/18/05. Portfolio performance reflects Broadleafs Growth Equity
Composite, described more fully under the caption “Performance Disclosures.” You are urged
to read that information in its entirety in connection with any evaluation of Broadleaf’s
performance statistics. All figures are shown net of actual fees. Any assumed fees have been
calculated on a pro forma basis, reflecting the highest fee levels that Broadleaf would charge
clients per our disclosures in Part II of our Form ADV.

Market Review & Outlook

We have written more than usual this quarter, given the volatility of the market and the flip-
flopping developments in the economy. The rapid change in daily news flow has us on our
toes, however, we feel that it makes sense to be more gradual with portfolio changes to the
BGEP, as we discern what is true and what is narrative. The market is best described as
moody, and we get a new mood each day. We believe it is important to listen to what the
market is saying, but when it is hard to get a clear signal, it doesn’t always pay to obsess over
every movement.

Our goal for this update will be to report facts on the economy, as we have recently given our
opinions on the current tech and political environment. We will try our best to avoid Al or
politics but feel obliged to mention that we are more constructive than the polarizing news
flow. While at risk of being boring, sometimes a more sober approach is warranted.
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Note: In the last couple of days we have spent preparing these thoughts, multiple highly
respected market strategists have increased their odds of a recession, showing just how fragile
the current environment is. We would note that most of these recession-call probabilities still
reside below 50%, but the pace at which they are ticking up is notable. In addition, 4/2/2025
has been marked, “Liberation Day” by President Trump, which might represent yet another
drastic shift in market conditions.

Earnings:

Q4 2024 Earnings were rather strong, as earnings were up 13% in aggregate for large caps.
Earnings also beat expectations rather handily, outpacing analyst expectations by about 7%,
despite weakness in more cyclically oriented sectors such as energy and industrials. However,
as we know, the market doesn’t care about the past — but cares about what is next.

The first look at annual guidance for 2025 was solid, but perhaps a bit conservative, as
company management teams warned about the uncertainty in the business outlook, primarily
due to tariffs. It is very common for management teams to guide conservatively in the first
quarter of each year, and then set their sights on beating these conservative expectations.
There’s no doubt that given the volatile environment, management teams may find extra
prudence to be wise, and this has been reflected as full-year earnings estimates have come
down a hair since the beginning of the year.

If we drill down into the quarterly earnings expectations for 2025, the 15t quarter has taken
the largest hit as investors expect that the volatility of the current environment will bleed
through in the upcoming quarter. However, a strong back half of the year is still expected,
suggesting that analysts and market strategists are still expecting the current situation to
improve as the year progresses.

Summary: Strong, resilient expectations in 2025.

Employment:

The key cog for the economy is typically employment. Federal layoffs have thus far been
absorbed relatively well, as weekly jobless claims have remained relatively low. If companies
begin to suspect that economic uncertainty will not be resolved quickly, they will likely begin
more significant layoffs to defend earnings.

Most management teams know that it is hard to make long-term strategic decisions in a
whiplash kind of environment. Given this, companies are not hiring at the rapid pace they
once were, nor are they shedding many employees. Many companies are simply maintaining
the status quo, and as such, employees are more content to stay at their current jobs. As we
saw a few years ago in 2022, we are not likely to have a recession unless further cracks emerge
in employment.

Summary: Stable
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The Consumer:

Consumer sentiment surveys hit the lowest levels since 2022, as consumers expect inflation
to pick up again for a multitude of reasons. Many management teams affirmed that re-
inflation fears may be justified, with the prices paid for goods beginning to trickle up. These
management teams also indicated that the consumer is selective, but they are still active. Who
doesn’t love a good deal? The most recent economic data from last Friday, March 28th

seemed to affirm these observations, with inflation trickling up month over month, and with
actual consumer spending less depressed than how consumers are feeling.
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Note: Consumer sentiment remains well below pre-pandemic levels. Consumers HATE inflation.

FRED -2/ — Real Personal Consumption Expenditures
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Note: Actual spending is as steady as it gets, save for the 2020 craziness.
One of our favorite economists, Ed Yardeni, likes to point out that consumers love to spend,

especially when they are depressed, so long as they remain employed. While surveys have
value, it is important to watch what consumers do, not just listen to what they say.

9 Aurora Street, Suite 5 Phone: 330-650-0921
Hudson, Ohio 44236 www.broadleafpartners.com


file://sbs/SharedFolders/BROADLEAF%20PERFORMANCE%20DATA/Special%20Updates/2012/www.broadleafpartners.com

Consumers have remained relatively depressed ever since the COVID pandemic, with actual
consumer spending looking rather resilient. The latest data suggests a slight bump in the
road, but no major trend change at this point. It is important to listen to how consumers feel,
as it can indicate future weakness, but this has not been a very reliable signal over the past
few years.

Summary: Watch What I Do, Not What I Say.
GDP:

The Atlanta Fed puts out a forecast on real GDP growth expectations for the current quarter.
This forecast has a pretty strong reputation as being a reliable predictor of GDP growth for
the current quarter. The most recent quarterly Real GDP forecast is expected to shrink by
1.8%, which is certainly not a good sign. However, a deeper dive into the components of this
figure shows that net exports are solely responsible for the decline. Put in plain English, the
economy is still growing, but companies are importing cars, electronics, and a whole host of
goods before tariff day, which is leading to negative Q1 growth estimates. Companies will not
likely import at such a rapid rate once tariffs are in place, making a Q2 bounce possible, but
hard to predict.

If you are in the market for a new car, it might not make sense to wait much longer.
Summary: Declining. Tariff pull-forward clouds data.

Uncertainty:

Economic policy uncertainty is near levels seen during COVID and during the Great
Recession. This is surprising, as economic panic felt more palpable out on Main Street during
those two prior peaks. While the current environment has raised a few eyebrows, we think
that the uncertainty brought upon by tariffs and DOGE can be resolved rather quickly, for
better or worse. We have no illusions that tariffs are good for consumers, but we do hope for
more straightforward messaging and policy in due time.

It definitely seems like the business environment is on high alert right now, as M&A has
slowed considerably. One of our favorite investing parables is, “Risk is where uncertainty is
growing.” We won’t discount this one, but also think that self-inflicted dramas are more easily
placated. In the meantime, risk is certainly elevated.
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Summary: There’s a lot of fear out there.

Recently I have noticed in personal conversations and on social media that a debate has
sparked on the wisdom of buying this dip. Many are happily buying it, throwing their hard-
earned cash in potential harm’s way while other investors take risk off the table, fearing the
worst is yet to come. This debate gets testy at times, as some investors question whether we
can get yet another “V-shaped bounce.

Our crystal ball is as good as anyone else’s - and they are all pretty poor -, but we believe that
both of these investors could be right. Being in the business of predicting recessions is tough
and usually quite un-profitable work. We would remind folks that not long ago, it seemed like
all of the smartest economists were calling for a recession that never came. Bear markets and
volatility are a certainty of life, and they are the price we pay for the good times that will also
no doubt, one day come.

A chart in my office shows the history of the US Economy. It serves as a reminder that we
made it through a Civil War, the worst recession in US history (so bad it was called a
Depression), two World Wars, a Cold War, the brink of nuclear catastrophe, endless panics,
inflationary and deflationary regimes, and countless other periods of high uncertainty, just
like we have today. I can also tell you that investors with a long time horizon are happy with
the forward returns from each of these uncertainty “peaks”. There is not much of a reason to
think that this time will be different.

The real answer to the buy the dip question may be more of an emotional one. We feel that
this could just be One Of Those Times, not inherently from a good or bad economy, but
policy-induced anxiety. The solution to anxiety during these kinds of periods is usually
altering one’s asset allocation — or buckling up for the ride.

9 Aurora Street, Suite 5 Phone: 330-650-0921
Hudson, Ohio 44236 www.broadleafpartners.com


file://sbs/SharedFolders/BROADLEAF%20PERFORMANCE%20DATA/Special%20Updates/2012/www.broadleafpartners.com
https://broadleafpartners.com/economic-updates/one-of-those-times-03-11-25

We are coming off a long-term winning streak, and investors who began this run with us may
find themselves today in a completely different financial situation than when it started. All the
facts and charts in the world probably won’t change how you feel about your money, but we
are still here to help. Our financial advisory team is one of the best in the business at
managing the less quantitative, but more emotional intersection of behavioral investing and
portfolio construction. Please do not hesitate to reach out to them if you have questions, or to
me if you want to talk about some more epic charts and data!

About the Author

Pete is an Associate Portfolio Manager at Broadleaf, with a strong
background in the financial services industry. He joined the firm in
2021, and has a proven track record of analyzing portfolio companies
and identifying growth opportunities. Pete is a CPA and received his

Chartered Financial Analyst (CFA®) designation in 2024. Pete lives in
Hudson, Ohio with his wife Nicole.

Portfolio Characteristics

Portfolio Statistics
Avg. Wtd. Market Cap. $1.12T
Median Market Cap $171.0B
Forward P/E Ratio 25X
Median P/E Ratio 37X
Free Cash Flow Yield 2.5%
Median Return on Equity 32.9%
Beta 1.20
Portfolio Yield 7%
3yr Avg Rev Growth 18.5%
3yr Avg EPS Growth 26.5%

Investment Style

The Broadleaf Growth Equity Portfolio employs a concentrated growth style of investing, holding approximately
25-35 equity positions from a cross section of economic sectors. Morningstar would classify us as a large cap
growth manager, but we will invest in select small and midsize companies as unique opportunities avail
themselves. Sector exposures are strongly influenced by our views on three determinants of investment value,
which we define as the economic cycle, the innovation cycle, and the credit cycle. Individual securities are
ultimately selected on the basis of their long-term growth potential, profitability, and intrinsic value as measured
by their free cash flow generating characteristics. Innovative new ideas and themes are of particular interest.

9 Aurora Street, Suite 5 Phone: 330-650-0921
Hudson, Ohio 44236 www.broadleafpartners.com


file://sbs/SharedFolders/BROADLEAF%20PERFORMANCE%20DATA/Special%20Updates/2012/www.broadleafpartners.com

Investment Objective

The portfolio’s goal is to provide equity like returns and to outperform the S&P 500 over a three to five-year time
horizon or full market cycle, utilizing a growth oriented investment style. The portfolio is suitable for investors
seeking an exposure to a concentrated investment style which may be more volatile than the market as a whole.
Investors should consider it as a portion of their investment portfolio within the context of their overall asset
allocation and related investment goals.

Performance Disclosures

Results reflect the actual performance of Broadleaf’s Growth Equity Composite. Performance data is shown net
of advisory fees and trading costs. Broadleaf may charge different advisory fees to clients based on several
factors, but primarily based on the size of a client’s account. Broadleaf’s basic fee schedule is available on its
Form ADV, Part II. Results reflect the reinvestment of dividends and distributions, if any. Leverage has not been
utilized. The U.S. Dollar is the currency used to express performance.

Broadleaf’s growth Equity Composite includes all fully discretionary accounts utilizing our growth equity style
of investing with a minimum initial account size of $250,000. (From firm inception to 6/30/2009 our minimum
account size for composite inclusion was $250,000 and from 6/30/2009 to 6/30/2013, the minimum had been
$100,000. Historical results have not been updated retroactively to reflect changes in account minimums, but
are reflected on a going forward basis.) To be included in the composite, an account must have been under
management for at least one full quarter. If a significant cash flow in an underlying composite account during
the quarter causes it to deviate from our intended growth style, we will remove the account for the period in
which the significant cash event occurred. A significant cash flow is currently defined as 10% or more.

Total firm assets at quarter end were $462 million. Prior to January 5™, 2006 the firm did not have any
investment advisory clients. As a result, composite data prior to March 315, 2006 only reflects the performance
of Doug MacKay’s personal retirement account.

The S&P 500 Index has been used for comparative benchmark purposes because the goal of the stated strategy
is to provide equity-like returns and to outperform the S&P 500 over a three to five-year time horizon or full
market cycle. The S&P 500 is a broad based index reflecting the performance of the equity market in general.
The S&P 500 Index is based on total returns which includes dividends. We monitor the performance of our
growth style of investing by comparing our results to those of other large cap growth peers. While we believe
these are appropriate benchmarks to use for comparison purposes, it should be expected that the volatility of the
Broadleaf Growth Equity Portfolio may be higher due to its concentrated nature.

Performance information since inception reflects actual performance of the composite over a period of greater
than fifteen years. You are cautioned that information concerning comparative performance over this period of
time may bear no relationship whatsoever to performance over other time periods. This information should not
be regarded as in anyway representing the likely future performance of the portfolio in absolute terms or in
comparison to the indices. Investment in securities, including mutual funds, involves risk of loss. Past
performance is no guarantee of future returns.

Yield should not be used as an indication of the income that has or will be received. We do not consider yield as
performance but instead as an attribute relating to the income production profile of the portfolio and its
underlying assets.

Broadleaf Partners, LLC is a registered investment advisor with the Securities and Exchange Commission. The
firm maintains a complete list and description of composites, which is available upon request.

Performance information contained in this document including any reference to the purchase or sale of a
security, or a strategy, is not intended to constitute personalized investment advice. Personalized investment
advice is always dependent on individual factors, involves risk and is not a guarantee that any investment will
produce favorable results.
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For Additional Information Contact:

Doug MacKay, CFA Bill Hoover
CEO & Chief Investment Officer President & COO
(0) 330.650.0921 (0) 330.650.0921
dmackay@broadleafpartners.com bhoover@broadleafpartners.com
9 Aurora Street, Suite 5 Phone: 330-650-0921
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