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Defense stocks just gave us a masterclass in behavioral risk.

Wednesday afternoon: Trump threatens to block buybacks and dividends for defense contractors. Lockheed Martin falls
4.8%. Northrop Grumman drops 5.5%. General Dynamics slides 3.6%.

Wednesday evening: Trump proposes a $1.5 trillion defense budget—a 67% increase from $901 billion approved for 2026.
Same stocks surge 7-8% in after-hours trading.

In less than 24 hours, these companies swung roughly 12-14% on social media posts.
Here's what didn't change during that time:

- Production capacity

- Order backlogs

- Revenue fundamentals

- The actual capabilities of these companies

What changed was the story. The narrative. The sentiment.

This is behavioral risk in its purest form. When billions of dollars in market capitalization move based on expectations about
what might happen—rather than what a company can actually deliver—you're watching speculation, not valuation.

From 2021 to 2024, the top four defense contractors spent approximately $89 billion on buybacks and dividends. That's real
capital allocation. Whether the policy changes or not, those fundamentals haven't shifted.

Yet in one trading session, the market repriced these companies twice based entirely on headlines.
For advisors, this is a valuable teaching moment for clients.

When stock prices can move 10%+ in either direction based on tweets rather than earnings, that's not fundamental invest-
ing. That's trading on sentiment. And sentiment, as we just witnessed, can reverse in hours.

The advisors who build trust aren't the ones who chase these moves. They're the ones who can explain why they
didn't—and why a disciplined approach matters when headlines get loud.

Before you adjust any defense positions today, ask: Am | responding to fundamentals, or am | responding to the same
behavioral forces that just whipsawed these stocks?
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Disclosures

This document is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell
securities. We discuss general market activity, industry or sector trends, or other broad-based economic or market conditions and this should not be
construed as research, securities recommendations or investment advice. Investors are urged to consult with their financial advisors before buying or
selling any securities. Any forecasts or predictions are subject to high levels of uncertainty that may affect actual performance. Accordingly, all such
predictions should be viewed as merely representative of a broad range of possible outcomes.

No client or prospective client should assume that any information presented in this document serves as the receipt of, or a substitute for, personalized
individual advice from New Age Alpha or any other investment professional. Any charts, graphs or tables used in this document are for illustrative purposes
only and should not be construed as providing investment advice and should not be construed by a client or a prospective client as a solicitation to effect,
or attempt to effect transactions in securities, or the rendering of personalized investment advice.

Past performance is not indicative of future results.

The discussion of any companies mentioned in this document is not an endorsement of any company or a recommendation to buy, sell or hold any
security. The views stated herein are only current through the date stated and are subject to change at any time based on market or other conditions and
New Age Alpha disclaims any responsibility to update such views. New Age Alpha may own positions in any company mentioned. New Age Alpha typically
holds securities in its portfolio only if it becomes part of the established universe of eligible securities that are part of each specific investment strategy
(e.g. the S&P 5009). It is important to note that there can be no guarantee that the application of the h-factor to investment portfolios or certain stocks or
securities can produce profitable results.

All New Age Alpha trademarks are owned by New Age Alpha LLC. All other company or product names mentioned herein are the property of their
respective owners and should not be deemed to be an endorsement of any New Age Alpha product, portfolio or strategy.
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