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SECOND QUARTER HIGHLIGHTS

UNEVEN BOUNCE BACK LED BY TECHNOLOGY STOCKS DRIVES GROWTH STOCKS TO OUTPERFORM IN Q2

FINANCIAL MARKETS

e After falling in the first quarter, U.S. equity markets sharply reversed course. The S&P 500 (+10.2%), the NASDAQ
(+13.1%), and the Dow (+20.8%) indices hit record highs driven by Al investment spending and a strong earnings
season. Growth stocks outperformed value in Q2 as many software and Mag 7 stocks partially bounced back.

e Technology stocks grew +31.8% in Q2, leading all sectors, while Energy stocks experienced a reversal (-13.5%)
after having shot up +34.0% in Q1. Emerging markets stocks shot up +24.1% for the quarter. International
developed markets, however, underperformed the S&P 500 by 4.4% for the quarter.

e Bonds had low, but positive returns across all categories. Higher-yielding corporate bonds performed well as
investors regained confidence that the Middle East conflict would not spread to become a wider regional conflict.

OVERVIEW OF THE ECONOMY

e U.S. gross domestic product (GDP) grew at approximately 2.5% annualized in Q2, up from 2.1% annualized in Q1.
Productivity was helped by strong business investment, especially Al-related spending, better consumer
spending, and continued resilience in the labor market.

e U.S. unemployment held steady at 4.3% staying within the narrow range of 4.3% - 4.5% that has persisted since
mid-2025. Employers continued to add jobs and initial unemployment claims remained relatively low.

e Oil prices fell in Q2, but U.S. inflation ticked up. Despite lower oil prices, broad energy costs remained at elevated
levels. Other causes of higher inflation were escalating health care, transportation, and shelter costs.

NOTABLE EVENTS
e Geopolitical tensions eased as the U.S. and Iran communicated a mutual willingness to negotiate a peace deal.
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Under the leadership of its new Chairman Kevin Warsh, the Fed kept its policy rate unchanged as inflation
remained above its target. The Al investment boom continued, attracting investors while also raising concerns.



SECOND QUARTER HIGHLIGHTS

INFLATION, UNEMPLOYMENT, AND JOB GROWTH SHOW A U.S. ECONOMY THAT IS COOLING BUT STILL STABLE
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SECOND QUARTER HIGHLIGHTS

WITH A NEW CHAIRMAN, FEDERAL RESERVE KEEPS RATE TARGETS STEADY AND HINTS AT FUTURE HIKES

The Federal Open Markets Committee (FOMC) has maintained the fed funds target range of 3.50% to 3.75%. New Federal Reserve Chairman Kevin
Warsh's first meeting concluded with no change in the federal funds target rate range and the suggestion of possible rate hikes ahead. The FOMC
removed key policy statement language indicating a bias toward future cuts within a dramatically shorter statement. Warsh's appointment was initially
viewed as leaning toward accommodative monetary policy, however market expectations have since shifted toward a more stringent, hawkish stance.
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SECOND QUARTER HIGHLIGHTS

ENTHUSIASM FOR Al RETURNS; SEMICONDUCTOR STOCKS BENEFIT AS MEMORY BECOMES MORE EXPENSIVE

The S&P 500 delivered a 15.2% return in Q2 2026 - one of the strongest single quarters in the recent past and a powerful reversal from Q1's
-4.33% decline. The most powerful force in Q2 was the Al trade reasserting itself. Eighty-five percent of S&P 500 companies beat earnings
expectations. The semiconductor industry was the market leader as memory has become the most important constraint in Al infrastructure.
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SECOND QUARTER HIGHLIGHTS

INDEX VALUE
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INDEX VALUE
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SECOND QUARTER HIGHLIGHTS

Q2 CORPORATE FUNDAMENTALS EXCEPTIONALLY STRONG, DRIVEN BY TECH, SEMICONDUCTORS, AND ENERGY
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SECOND QUARTER HIGHLIGHTS

OIL AND NATURAL GAS REVERSE AFTER SPIKE; PRECIOUS METALS FALL AS GLOBAL CONFLICTS DE-ESCALATE
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SECOND QUARTER HIGHLIGHTS

JAPAN AND ASIA EX-JAPAN MASSIVELY OUTPERFORM; EUROPE ADVANCES WHILE UK AND CHINA STALL
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SECOND QUARTER HIGHLIGHTS

TREASURY SPREADS TIGHTEN AS SHORT-TERM RATES RISE

Two-year Treasury yields are acutely sensitive to near-term inflation, which rose due to the surging oil prices related to the Middle East conflict. The
current 2-year yields reflect the market shifting its expectations from 2026 rate cuts to 2026 rate hikes. Positive jobs growth exceeded expectations,
while unemployment held at a healthy 4.3%. A weak jobs report may have led the Fed to cut rates, which would have lowered short-term yields.
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SECOND QUARTER HIGHLIGHTS

THE U.S. DOLLAR BREAKS OUT OF NARROW ONE-YEAR VALUATION BAND, FINISHING ABOVE 100 IN JUNE

The U.S. Dollar Index has staged a strong recovery in the first half of 2026, fueled by resilient U.S. economic growth, a shift in expectations
toward a Federal Reserve interest rate hike in 2026, and continued global demand for American assets. Higher-for-longer U.S. interest rates
support the dollar: the inflation increases caused by the Q1 oil price spikes introduced the possibility that the Fed will raise rates in 2026.
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SECOND QUARTER HIGHLIGHTS

EQUITIES MARKETS OUTSTANDING PERFORMANCE WAS LED BY US SMALL CAPS AND EMERGING MARKETS

Emerging Markets roared to a 24.1% return as Taiwan’s and South Korea’s role in Al global supply chain continued to benefit both countries. U.S. small
cap equities were up 21.5% as U.S. small cap companies are less susceptible to the global challenges of tariff wars and geopolitical risks. Nearly all real
estate sectors were up and collapsing oil prices dragged down the commodity indices in Q2.

MARKET RETURNS: SECOND QUARTER 2026°
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SECOND QUARTER HIGHLIGHTS

TECH SOARS AND THE DE-ESCALATION OF THE MIDDLE EAST CONFLICT BRINGS ENERGY SECTOR BACK DOWN

The technology sector soared. In Q2, investors bought back many, but not all, of the software stocks that they had sold in Q1. Nvidia helped
sentiment by posting record revenue and Al capex estimates were raised. When Iran-U.S. ceasefire negotiations commenced, oil prices fell
back to pre-war ranges. The energy sector was also hurt by reduced consumption and company earnings that lagged the Q1 oil price boom.

S&P 500 SECTOR RETURNS: SECOND QUARTER 2026°
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SECOND QUARTER HIGHLIGHTS

EMERGING MARKETS EQUITY AND U.S. SMALL CAPS LEAD THE WAY WHILE GLOBAL FIXED INCOME LAGS

Emerging Markets equities delivered a YTD return that was over double the U.S. Large Cap equity return. EM benefited from a weaker U.S.
dollar, Taiwan and South Korea’s role in the Al supercycle, and China’s mild recovery. U.S. Small Cap equities returned over +20% as the
benefits of the Al boom extended to smaller companies. The U.S. fiscal policy stimulus also helped U.S. small companies the most.

MARKET RETURNS: FIRST HALF 2026°

GLOBAL EQuITY GLOBAL FIXED INCOME REAL ASSETS HEDGE FUNDS
28
- 23.9
22.6
20
17.6 18.5

16 153 14.4
[
& 12 10.2 94
g : 8.7
a 8

6.5

g 5.5
=
&J 2.3 2.0 I I

0 o0 B Wm0

-0.2
-4
Q S\ & A A
Q%Q \Q@Q ’1900 v‘o 0& © ®\§ QSQ\ &é& \é;év & ®8 Qoé) :,,%OQ\ 5"6
> S o 2 9 S & Q o S & o &
S . & Q N & © SN $ O N S 5§ Q
A0 S () Q' . \ 3 & Q \}
0‘-)(7% Qg Q,Q% 0® 0(—) 0(') @O ")(/ V}' Q,\?\ Q/\' \5\"\
B3 N O © 9 (,°® N ¥ & &
X Q & X A BN 5 g
A o°$\ X & é’(\ <o<\ >
Q¥ P <&(9 0@ I & QS/QQ\
N\
Ooe\ QS C
Q,\/

13

VOGEL CONSULTING



SECOND QUARTER HIGHLIGHTS

INDUSTRIALS, TECHNOLOGY, AND ENERGY SECTORS LEAD DUE TO DATA CENTER SPENDING AND IRAN CONFLICT

The industrials sector benefited from the data centers buildout boom. The centers rely on industrial firms to provide electrical
infrastructure, cooling systems, construction, and specialized equipment. Technology fell sharply in Q1 then snapped back in Q2 as Al firm
earnings proved the skeptics wrong. Energy stocks grew in Q1 as the Iran conflict pushed oil prices up, then fell in Q2.

S&P 500 SECTOR RETURNS: FIRST HALF 2026°
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OUTLOOK

DE-ESCALATION OF CONFLICT ALLOWS INVESTORS TO FOCUS ON ECONOMIC AND EARNINGS FUNDAMENTALS

e The prognosis for global equities remains positive, driven by strong earnings growth fueled by rising corporate
capital expenditures. Al spending remains one of the primary growth drivers, but it is also now one of the market's
most significant sources of risk. Earnings and sales growth rates continue to rise, but the risks created by higher
inflation, geopolitical turmoil, and monetary policy uncertainty may lead to bouts of volatility.

e Mega caps may revert to their leadership position after some unsteadiness in the first half. Apple, Alphabet, and
Meta are all coming off a lackluster first half. The Al trade rotated from the Mag 7 stocks to the semiconductor
supply chain that supports them. Companies like Micron, Broadcom, ASML Holdings, and Taiwan Semiconductor
dramatically outperformed the Mag 7 stocks. Finally, in the second half of 2026, it is anticipated there will be at least
two more mega IPOs (OpenAl and Anthropic) hitting the public market following the SpaceX IPO in June.

e The U.S. economy has been extraordinarily resilient in the face of tariffs, inflation pressures, and the Iran conflict.
Economists are encouraged by improving productivity and moderating labor cost pressures. Stronger productivity
growth allows companies to increase profit margins while easing inflationary pressure. Analysts believe that the Al
productivity dividend is beginning to show up in the economic data.

e Europe was among the hardest hit by the Iran conflict in the first half of 2026. As oil prices normalize and Strait of
Hormuz traffic resumes, European markets are positioned for a strong cyclical bounce back. Europe is supported by
Germany's fiscal stimulus - a fundamental policy shift for the historically conservative German government.

e Emerging equities markets continue to provide investment opportunities. The non-U.S. Al supply chain runs directly
through Taiwan and South Korea. The seven largest companies in the MSCI Emerging Markets Index — Taiwan
Semiconductor, Samsung Electronics, SK Hynix, Tencent, Alibaba, MediaTek and Delta Electronics — make up 33% of
the index. These companies have smaller market capitalizations and higher earnings growth expectations than their
U.S. counterparts.
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OUTLOOK

AS THE FED FORECASTS RISING INFLATION, THE MARKET HAS PRICED IN RATE HIKES IN 2026
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OUTLOOK

PURCHASING MANAGER INDICES INDICATE EXPANSION; HIGH MORTGAGE RATES SLOW HOUSING STARTS
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VOGEL TACTICAL RECOMMENDATIONS

OVERWEIGHT TO EMERGING MARKETS; RETAIN OVERWEIGHT TO CASH DUE TO GEOPOLITICAL RISKS

ASSET CLASS

Domestic Large-Cap Equity
Domestic Mid-Cap Equity
Domestic Small-Cap Equity

International Developed Equity

International Emerging Market Equity

Fixed Income

Hedge Strategies

Real Assets

Cash
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ACTION

UNDERWEIGHT

COMMENTARY

Despite a difficult start to 2026, optimism remains that the Mag 7 companies will see
continued earnings growth and drive total market return through their massive capital
expenditures. The Fed is expected to remain inactive in 2026, cutting only once.

At the outset of 2026, U.S. mid cap equities were trading at a 30% discount to their
large-cap peers, the widest valuation gap in over two decades. Mid-sized companies
are attractive acquisition targets for cash-rich and growth-hungry large caps.

Despite their superior earnings projections, small caps are still trading at extreme
valuation discounts. Small cap companies’ greater focus on domestic markets insulates
them from the tariff-related headwinds that hit large multinational companies harder.

After a strong 2025, developed international equity markets still look attractive. U.S.
equities are trading at a 30% P/E premium to international developed ex-US markets.

The new overweight to emerging markets is based on (1) expectations of strong
economic and financial markets growth in China, (2) concerns over a weakening dollar,
and (3) favorable emerging markets equities’ fundamentals and valuations.

Inflation fears due to oil price shocks sent bond prices falling in Q1, meaning they did
not provide their usual diversification protection against negative equity returns. We
expect higher bond market volatility, but not enough to underweight the asset class.

Hedge funds perform poorly in whipsaw markets. The world may experience just such
a market in 2026, depending on the role geopolitical disruptions play.

Energy prices jumped in Q1 2026 due to the Middle East conflict. However, prices look
to settle down as the conflict abates and more U.S. suppliers, including Alaska-based
producers, come online. Commercial real estate looks to outpace residential in 2026.

Cash provides a cushion to protect the portfolio in the event that global conflicts
continue to disrupt trade or drive up energy prices.
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DISCLOSURES

Important Disclosures:

This report is being provided to you for your review and consideration and does
not constitute a recommendation to purchase, sell or hold any security, and
should not be construed as investment advice. Past financial performance is no
guarantee of future results.

The statistical information contained in this report was derived from sources
that Vogel Consulting LLC (Vogel) believes are reliable, and such information
has not been independently verified by Vogel. The information contained in
this report represents the opinion of the author(s) as of its date and is subject
to change at any time due to market or economic conditions.

Russell Investment Group is the source and owner of the trademarks, service
marks and copyrights related to the Russell Indexes. Russell® is a trademark of
the Russell Investment Group.

Sources: Number below corresponds to the superscript notation in chart titles
and text blocks

Sources:

1. U.S. Bureau of Labor Statistics, All Employees, Total Nonfarm
[PAYEMS], retrieved from FRED, Federal Reserve Bank of St. Louis;
https://fred.stlouisfed.org/series/PAYEMS, June 30, 2026.

2. Telemet America, Inc.

3. John Butters, Earnings Insight: Q2 2026 (FactSet Research Systems
Inc., July 10, 2026)

4. Daily Treasury Yield Curve Rates, retrieved from U.S. Department of
Treasury; https://www.treasury.gov/resource-center/data-chart-
center/interest-rates/Pages/TextView.aspx?data=yield, July 1, 2026.

5. Advent Software Inc.

6. Atlantafed.org/chcs/GDPNOW.

7. Projection materials retrieved from

https://www.federalreserve.gov/monetarypolicy.htm.
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