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Commentary

Government Shutdown Begins: What it Means for Markets and Investors

o The federal government enters its first shutdown in nearly seven years.
¢ While shutdowns cause disruptions, the impact is typically reversed once funding is restored.
e Historically, the long-term effect on markets and the economy has been muted.

For the first time in nearly seven years, the federal government has entered a shutdown. While technically partial, the
ramifications are far-reaching, affecting federal operations, public services, and the release of key economic data, including
the September payroll report scheduled for Friday. The key considerations are how long the shutdown will last, what it means
for the economy and markets, and how it impacts investors.

There are no clear indications of how long the shutdown will last. Top Democratic and Republican leaders failed to reach a
last-minute funding deal ahead of the new federal fiscal year, which began on October 1. Republicans pushed for a “clean”
short-term funding bill, while Democrats sought to restore billions in healthcare spending, including rolling back Medicaid
cuts and permanently extending Affordable Care Act (ACA) subsidies set to expire.

Government shutdowns are disruptive and neither party wants to take the blame, as is often the case. In the meantime,
hundreds of thousands of federal workers face furloughs or will be required to work without pay until the shutdown ends and
funding is restored. This is a real hardship for those relying on their paychecks.

The broader economic and market impact depends largely on how long the shutdown lasts. According to Bespoke Investment
Group, GDP growth falls by 0.1% for every week the government remains closed.

Market volatility could rise in the near term if negotiations drag on. The long-term impact, on the other hand, is usually limited.
Markets are forward-looking and tend to look past temporary disruptions. In fact, during the last shutdown, which was the
longest on record at 35 days, the stock market rose.

Any negative impact on the economy is typically reversed when the shutdown ends. This is the 21st shutdown since 1976,
and most have only lasted a few days, which is one reason why markets didn’t panic ahead of this one.

Another consideration is how the Federal Reserve (Fed) responds. The Fed’s next FOMC Meeting concludes in late October,
and a prolonged shutdown could delay the release of key inflation and labor market data, leaving policymakers with less
information on the health of the economy. While a rate cut later this month is currently anticipated by futures markets, the
Fed could take a more cautious approach and pause rate cuts if uncertainty persists. The final FOMC meeting of the year is
scheduled for mid-December.

Investors have become immune to the threat and act of government shutdowns. The broader impact is usually short-lived,
and markets don’t skip a beat once they end. Staying diversified and maintaining a long-term perspective is the best strategy.

There are a few cracks in the foundation that could lead to another market pullback. Valuations are elevated again, market
breadth is weakening, and investor sentiment is waning. Disciplined investors could benefit if short-term volatility creates
opportunities. The broader economy continues to grow, consumers remain resilient, and there are solid earnings growth
expectations for next year. It's important to work with your Cetera financial professional for guidance and perspective to
navigate any potential short-term market dislocation.
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About Cetera® Investment Management

Cetera Investment Management LLC (CIM) is a Securities and Exchange Commission registered investment adviser owned by Cetera
Financial Group® (CFG). CIM provides market perspectives, portfolio guidance, model management, and other investment advice to its
affiliated broker-dealers and registered investment advisers.

About Cetera Financial Group

“Cetera Financial Group” (CFG) refers to the network of independent retail firms encompassing, among others, those that are members
FINRA/SIPC; Cetera Advisors LLC, Cetera Wealth Services, LLC (f/k/a Cetera Advisor Networks), Cetera Investment Services LLC
(marketed as Cetera Financial Institutions or Cetera Investors), and Cetera Financial Specialists LLC. Those that are Securities and
Exchange Commission registered investment advisers; Cetera Investment Management LLC and Cetera Investment Advisers LLC, .CFG
is located at 655 W. Broadway, 11th Floor, San Diego, CA 92101.

Avantax Planning Partners, Inc. is an SEC registered investment adviser within the Aretec Group, Inc. (dba Cetera Holdings). All of the
referenced entities are under common ownership

Disclosures

Financial professionals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive
transaction-based compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and
receive fees based on assets, or both Registered Representatives and Investment Adviser Representatives, who can offer both types of
services.

The material contained in this document was authored by and is the property of CIM. CIM provides investment management and advisory
services to a number of programs sponsored by affiliated and non-affiliated registered investment advisers. Your registered representative
and/or investment adviser representative is not registered with CIM and did not take part in the creation of this material. They may not be
able to offer CIM portfolio management services.

Nothing in this presentation should be construed as offering or disseminating specific advice to any individual without the benefit of direct
and specific consultation with a financial professional. Information contained herein shall not constitute an offer or a solicitation of any
services. Past performance is not a guarantee of future results.

For more information about CIM, please reference the CIM Form ADV 2A and the applicable ADV 2A for the registered investment adviser
your financial professional is registered with. Please consult with your financial professional for their specific firm registrations and available
program offerings.

No independent analysis has been performed and the material should not be construed as investment advice. Investment decisions should
not be based on this material since the information contained here is a singular update, and prudent investment decisions require the
analysis of a much broader collection of facts and context. All information is believed to be from reliable sources; however, we make no
representation as to its completeness or accuracy. The opinions expressed are as of the date published and may change without notice.
Any forward-looking statements are based on assumptions, may not materialize, and are subject to revision.

All economic and performance information is historical and not indicative of future results. The market indices discussed are not actively
managed. Investors cannot directly invest in unmanaged indices. Please consult your financial professional for more information.

Additional risks are associated with international investing, such as currency fluctuations, political and economic instability, and differences
in accounting standards. A diversified portfolio does not assure a profit or protect against loss.

Glossary

The S&P 500 is an index of roughly 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to
be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of large cap universe.
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