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April is supposedly the cruelest month, but not this year, at least not for the U.S. stock market. Despite many
uncertainties, the S&P 500 rose to a new high in April. Corporate fundamentals still look healthy, and GDP growth of
2.0% for Q12026 was decent, although driven much more by Al-related capital expenditures than consumer spending.
Unemployment remains steady, and more than halfway through earnings season, companies in the S&P 500 have

reported double-digit earnings growth overall.

Year-over-year earnings growth for the S&P 500 for Q12026 is projected to be 27.1%'. If that holds up, it will be the
highest earnings growth rate reported for the S&P 500 since Q4 2021 (after COVID lockdowns).

Nine of the eleven S&P 500 sectors show year-over-year earnings growth, for the first quarter, with seven delivering
double-digit earnings growth, led by communication services, information technology, consumer discretionary, and

materials. Health care and energy were the only sectors to post earnings declines.

¢ Information Technology, comprising roughly 35% of the S&P 500’s market value, continues to be the rocket fuel
behind the index’s growth, with earnings up a projected 50.0% for Q1. Communication services, which includes
Alphabet and Meta, is roughly 11% of the index and shows even more staggering 53.2% growth'. Without these two

sectors, earnings growth for the overall S&P 500 would be under 10%.

e Counterintuitively, the energy sector is expected to post an earnings decline of roughly -3.9%'. But remember,
the war in Iran did not start until two-thirds of the way through Q1. For the full year 2026, the energy sector is

expected to post earnings growth of more than 40%?2, helped by $100+per barrel oil prices.

'https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/Earningsinsight_050126.pdf. Year-over-year earnings growth for
the S&P 500 is based on blended results, using actual EPS earnings for companies that have reported and consensus estimates for those that have not yet reported.

’https://insight.factset.com/sp-500-energy-and-utilities-sectors-earnings-previews-q1-2026.
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April was a great reminder that it’s time in the market that matters, not market timing. March’s across-the-board negative
returns were more than offset by April’'s exceptional performance:

FIGURE 1: APRIL 2026 INDEX RETURNS
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Source: FactSet. Please see the end of this commentary for additional information regarding the indices. Past performance is no guarantee of future results.

Emerging markets, traditionally seen as vulnerable to energy shocks, led in April. While a weaker dollar and a build-

up of petroleum reserves helped, the biggest boost came from IT giants in South Korea and Taiwan. In the U.S., small
cap stocks beat the S&P 500; while the latter was boosted by the Al leaders, but it was also negatively affected by

big weights in companies such as Meta, Eli Lilly, Walmart, and Exxon. Still, the equally-weighted S&P 500’s weaker
performance relative to the cap-weighted index indicates the rally was lopsided and favored the information technology
and communication services sectors, which together represent 46% of the market value of the S&P 500.

Distracted by a Brawl, or Skating to Where the Puck is Headed?

The best suggestion | could offer right now, and perhaps for the rest of the year, might be to stop reading the news. We
believe it is important to separate attention grabbing, but low impact, headlines from the market’s primary driver, which
continues to be the strength of corporate earnings. Yes, we need to factor in the uncertainty and headwinds from the
situation in Iran, tariffs, and the growing divide between wealthy and low-income households, but that uncertainty could
perversely offer long-term benefits if it prevents companies from being too confident and overbuilding (on capacity, Al
infrastructure, inventories, etc.). The impressive rally in April was somewhat joyless, but at least year-to-date the S&P
500’s strong performance has been based on earnings growth. We view that as much healthier than a boost from pure

multiple expansion.

Since the start of the war in Iran, energy stocks and the overall U.S. stock market have remained much calmer than the
VIX, which reflects expectations for near-term stock market volatility. Starting at the end of February, when the war began,
Figure 2 shows the VIX rose when stocks fell, and vice versa—that’s the expected relationship. But the size of the jumps

in the VIX look disproportionate. From our perspective, this seems to uphold the belief that the stock market is good at

looking past crises.
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FIGURE 2: MARKETS LOOK THROUGH THE SHOCK
February 27, 2026 through April 30, 2026
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and consumer spending could be affected by higher energy prices. Beyond prices at
the pump, we would not be surprised to see upwards pressure on air fares, and likely

that these effects should be temporary, affecting earnings in the short term, unless research career in 2004.
the stalemate extends for several quarters. The market does not seem to believe the
war will be protracted, so deviation from that thesis could lead to more volatility.

One potential long-term winner from all of this is China. President Xi has been meeting
with leaders of various countries seeking to develop stronger ties with China, which
many see as a prudent hedge against the U.S’s increasingly unpredictable moves.
Another factor likely to help China over the long run: higher oil and natural gas prices
and outright shortages of various fuels and liquified natural gas (LNG) are boosting
the appeal of alternative energy products. Sales of EVs and solar panels have risen
notable around the world, and China is by far the dominant manufacturer for both.

The S&P 500° Index is a free-float market capitalization-weighted index of 500 of the largest U.S. companies. The MSCI Emerging Markets Index is a free float-adjusted
market capitalization-weighted index designed to measure equity market performance in the global emerging markets. The Russell 2000® Index is a free float-adjusted market
capitalization-weighted index of the 2,000 smallest companies in the Russell Universe, which comprises the 3,000 largest U.S. companies. The Russell 1000® Growth Index is

a free float-adjusted market capitalization-weighted index of growth-oriented stocks of the 1,000 largest companies in the Russell Universe, which comprises the 3,000 largest
U.S. companies. All companies that have a weight greater than 4.5% in aggregate are no more than 45% of the Index and no individual company has a weight greater than
22.5% of the Index. The Russell 1000® Value Index is a free float-adjusted market capitalization-weighted index of value-oriented stocks of the 1,000 largest companies in the
Russell Universe, which comprises the 3,000 largest U.S. companies. All companies that have a weight greater than 4.5% in aggregate are no more than 45% of the Index and
no individual company has a weight greater than 22.5% of the Index. The MSCI AC World ex USA Index (net) is a free float-adjusted market capitalization-weighted index that
measures equity performance of developed and emerging markets, excluding the United States. The S&P 500 Equal Weight Index (EWI) is the equal-weight version of S&P 500
Index and includes the same constituents, but each company in the EWI is allocated a fixed weight—or 0.2%—of the index total at each quarterly rebalance. The CBOE Volatility
Index (VIX) measures expected market volatility using a portfolio of options on the S&P 500. The S&P 500® Energy comprises those companies included in the S&P 500 that
are classified as members of the GICS® energy sector. The indices are calculated on a total return basis with dividends reinvested. The indices are unmanaged, their returns

do not reflect any fees, expenses, or sales charges, and are not available for direct investment. This report is based on the assumptions and analysis made and believed to be
reasonable by Advisor. However, no assurance can be given that Advisor’s opinions or expectations will be correct. This report is intended for informational purposes only and
should not be considered a recommendation or solicitation to purchase securities. Past performance is no guarantee of future results.
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