
Market Commentary
It’s been a wild ride as we look back on the first half of the year,
but it seems as if the market is just taking it all in stride, for now.
The second quarter ended on an upbeat note for equities, and the
S&P 500® Index, the most popular proxy for our domestic stock
market, delivered an impressive quarterly return of approximately
15%.
For the moment, investors are looking beyond the conflict in the
Mideast despite the fragile nature of the ceasefire and the ebb
and flow of negotiations. Energy markets have stabilized, and
crude oil prices have backed down significantly during the
quarter, thereby easing (but certainly not eliminating) lingering
inflation concerns. Nevertheless, the bulls were clearly in charge
during the second quarter. This was perhaps exemplified by a
very high-profile and high-priced IPO, resulting in a new public
company with a trillion-dollar valuation. This type of capital market
activity tends to occur when investors are most exuberant.
Importantly, there have been some notable shifts underpinning
the market. For starters, market leadership has shifted from the
narrow cohort of the Magnificent 7 (Mag 7) to a much wider group
of companies involved in the AI infrastructure buildout and
beyond. In addition to continued strong performance of
Information Technology, we’ve seen a broadening and rotation
into other areas of the market that are more attractively valued by
comparison, including Industrials, Financials, and Health Care.
The broadening was also evident in the continued
outperformance of smaller companies versus large caps. Small
caps, as measured by the Russell 2000® Index, returned
approximately 21.5% during the second quarter.
Another trend that we’ve articulated recently is the strong
performance of international stocks. The MSCI All Country World
Index ex USA (MSCI ACWI ex USA) rose by almost 15% during
the second quarter, led by the performance of several key
emerging markets. South Korean and Taiwanese semiconductor
companies were catalysts for the strong second quarter for
emerging markets.
While the equity market roared higher, fixed income markets were
more subdued during the quarter. This largely reflected this year’s
rising yield trend as investors reprice expectations for monetary
policy. We began the year expecting rate cuts, but with an energy
price spike and higher inflation readings, in our view, markets are
pricing in the potential of rate hikes rather than cuts. New
leadership at the Federal Reserve adds a bit more intrigue to the
outlook for interest rates, and investors are watching closely. The
total return for the Bloomberg U.S. Aggregate Bond Index, the
default benchmark typically used to portray broad bond market
performance, was up nominally during the quarter, even as the
10-year yield trended higher and hovered just under 4.5% at
quarter-end.

Fund Performance and Positioning
As the equity markets enjoyed a robust rally, the Target Date 
Series Funds participated and delivered positive absolute returns 
during the second quarter. We were particularly encouraged to 
see the broadening of the rally away from the Mag 7, and as a 
result, our security selection in U.S. large-cap stocks was a 
positive contributor to performance. We believe any sustained 
move away from the narrow cohort of stocks that has led the 
market for some time may provide us a tailwind given that we 
tend to favor higher-quality companies trading at reasonable 
multiples. 
Our security selection in developed international stocks also 
contributed to second quarter performance. We embrace 
geographic diversity and will continue to look for opportunities to 
allocate to stocks outside the U.S. In terms of fixed income, our 
allocation to alternative income strategies and no-duration 
holdings proved beneficial in the face of rising long-term Treasury 
yields.
Partially offsetting the positive contributions was our tactical 
allocation to commodities, including gold and gold miners. In the 
face of rising long-term interest rates, the price of gold has 
retrenched from its record high earlier this year, which weighed 
on relative performance. Security selection in emerging markets 
also slightly detracted from second quarter results.

Looking Ahead
There’s no disputing that the first half performance of financial
markets has been impressive. Oil prices have come down from
their peak, although we must acknowledge that the geopolitical
and interest rate outlook remains cloudy. On top of that, a new
regime at the Federal Reserve has pledged to focus on inflation,
which remains above its 2% target, so the potential for rate hikes
adds another potential headwind. All this virtually ensures that we
will continue to see bouts of volatility.
As always, we prefer to focus on the long term and avoid chasing
high-flying AI themes or eye-popping IPOs. While we continue to
be impressed by many companies’ corporate earnings and the
staying power of this economic cycle, we manage portfolios with
an appropriate balance between risks and potential rewards. We
remain committed to both broad diversification and our valuation
discipline, and during periods of elevated volatility we will aim to
establish positions whenever fundamentals and prices appear
favorable.
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Past performance does not guarantee future results. For 
current  performance  of  the  Cornerstone  Funds  visit 
www.vcm.com.
Carefully consider a fund’s investment objectives, risks, 
charges  and  expenses  before  investing.  To  obtain  a 
prospectus or summary prospectus containing this and 
other important information, visit www.vcm.com/prospectus. 
Read it carefully before investing.
All investing involves risk, including the potential loss of 
principal. Neither diversification nor asset allocation assures a profit
or protects against loss. The Funds will reflect the risks and incur the 
expenses of the underlying funds in which they invest. The Adviser 
may be subject to conflicts of interest in allocating the Fund's 
assets among affiliated Underlying Funds or ETFs (Affiliated Funds), 
unaffiliated Underlying Funds, or a combination of both. The Adviser may 
have an incentive to allocate the Fund's assets to those Affiliated Funds 
for which the net advisory fees payable to the Adviser are higher than the 
fees payable by other Affiliated Funds, or unaffiliated Underlying 
Funds. The Adviser or its affiliates receive fees for managing and 
administering the Affiliated Funds, which also creates a conflict of 
interest. Fixed income securities are subject to interest rate, inflation,
credit, prepayment, and default risk. The bond market is
volatile. Bonds and bond funds will decrease in value as interest rates
rise and vice versa. Credit risk refers to the possibility that debt issuers
may not be able to make principal and interest payments or may have
their debt downgraded by ratings agencies. Investments in smaller 
companies typically exhibit higher volatility. International
investments can be more volatile than the U.S. market due to increased
risks of adverse issuer, political, regulatory, market, or economic
developments and can perform differently from U.S. investments.
Emerging markets involve heightened risks related to the same factors
as well as greater volatility, reduced liquidity, different governmental
controls and taxation, and less diversified economies. Investments 
concentrated in an industry or group of industries may face more 
risks and exhibit higher volatility than

investments that are more broadly diversified over industries or sectors. 
Technology companies are particularly vulnerable to rapid changes in 
technological product cycles, severe competition and government 
regulation. Precious metals and minerals industries can be 
significantly affected by global economic, financial, and political 
developments. Investments in companies related to precious metals and 
minerals may fluctuate in price substantially over short periods of time, 
so the Fund's share price may be more volatile than other types of 
investments. The value of your investment is also subject to geopolitical
risks such as wars, terrorism, trade disputes, environmental disasters,
and public health crises; the risk of technology malfunctions or
disruptions; and the responses to such events by governments and/or
individual companies.to such events by governments and/or individual
companies.

The views expressed are as of the date noted and are subject to change
at any time based on market or other conditions. These views should not
be relied upon as investment advice, as securities recommendations, or
as an indication of trading intent on behalf of any portfolio.
Discussion based on the Fund share class.

Holdings are subject to change and should not be construed as
investment advice or a recommendation to buy, sell, or hold any security.

Indexes are unmanaged; their returns include reinvestment of dividends
and other income but do not reflect management fees, transaction costs
or expenses. It is not possible to invest directly in an index. Past
performance does not guarantee future results.
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