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e Majorfinancial firms scheduled to unofficially kick off 3Q25 earnings season tomorrow.

e Analystsincreased S&P 500 earnings estimates during the quarter for only the fifth time since 20083.

e Technology and semiconductors will likely lead growth, but investors to scrutinize Al CapEx.

o Loweryear-over-year crude oil prices continue to be a drag for the broader energy sector.

* Amid persistent inflation and ongoing tariffs, are companies passing on costs to consumers?

3Q25 Earnings Season - Bar Set High

This week marks the unofficial start to
3Q25 earnings season as major
financial firms are scheduled to
report results beginning on Tuesday
(10/14). According to FactSet,
analysts increased their S&P 500
year-over-year earnings estimates
during the third quarter (from 7.3% to
8.0%)." This would mark the ninth
consecutive quarter of earnings
growth for the Index. Interestingly, it
is the first time analysts have
increased EPS estimates during a
quarter since 4Q21, and only the fifth
time since 2003. In fact, over the past
20 years (80 quarters), analysts have
decreased EPS estimates during a
quarter by an average ~4%. This
week, we outline what investors can
expect from 3Q25 earnins season.

e Financials in the spotlight:
Roughly 65% of the companies
expected to report earnings this
week come from Financials, (e.g.,
JPMorgan, Wells Fargo, Bank of
America). The sector is expected to
report the fourth-largest year-over-
year earnings growth of all eleven
sectors (+13%). All sub-industries
are expected to be strong, with
consumer finance (+29%)
expected to lead. JPMorgan,
Progressive, and Allstate have seen
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the largest upward revisions in
their earnings since June 30. We
will watch for clues into the
strength of the IPO and M&A
markets amid expectations for
lower interest rates.

CapEx spending in focus: The
information technology sector is
expected to report the largest year-
over-year earnings growth rate of
all eleven S&P sectors (+21%). The
growth is being led by the
semiconductor sub-industry (+45%
YoY). If this sub-industry were
excluded, the growth rate for the
sector would be solid but more
moderate (+~10%). We expect
investors to scrutinize companies’
CapEx spending, specifically as it
relates to Al. The “Magnificent 7”
constituents account for ~30% of
overall CapEx spending in the
Al/data center buildout, so they will
be worth monitoring.?

Energy expected to detract: The
energy sector is expected to report
the largest year-over-year earnings
decline of all eleven S&P sectors
(-4.2%). The average price of crude
oilin 3Q25 was ~15% lower
compared to a year ago.

The Bottom Line:

According to FactSet, over the past
10 years earnings growth has
exceeded estimates by an average of
~5%. Applying this to the current
estimate, 3Q25 earnings have the
potential to rise double digits in 3Q25
(YoY). This would be the fourth-
straight quarter of double-digit
growth for the Index and the first
double digit back-to-back growth
since 3 & 4Q20. While we welcome a
strong earnings season, we remain
cautious about future earnings and
are concerned that the recent
upgrades may be overly optimistic.
The economy is slowing, inflation
remains a key issue, and Government
uncertainty remains high. We will
monitor what companies are saying
about tariffs and how much (if any)
they are passing onto consumers. We
are also watching what companies
are saying about the labor market
given the Federal Reserve has cited
weakness as their reason to cut
rates. Lastly, we will be monitoring if
the surge in CapEx spending is still
expected to have the profound effect
on future earnings that high
valuations are pricing in.
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Weekly Economic Recap -
Fed Minutes Show Unanimity to Cut Rates, but
Path Forward is Unclear

The New York Fed Survey of Consumer
Expectations showed Americans are growing
concerned about their financial situation amid
increasing inflation pressures. One-year
ahead inflation expectations increased to
3.4% (from 3.2%) while consumers'
expectations toward the probability of losing
their job in the next 12 months increased.

Consumer borrowing increased at the slowest
pace in six months ($363 million) amid a broad
pullback in credit card balances. Revolving
debt (including credit cards) decreased $6
billion after a surge in July, while non-revolving
debt (i.e., car loans, school tuition, etc.)
increased $6.3 billion.

The Federal Reserve released their September
meeting minutes which showed near
unanimity among participants to cut rates due
to weakness in the labor market. "Participants
expressed a range of views about the degree
to which the current stance of monetary policy
was restrictive and about the likely future path
of policy", the Minutes stated. A slim majority
expects two more cuts by the end of the year
(10) while the other group (9) expects three
more cuts.

Consumer sentiment as tracked by the
University of Michigan was relatively
unchanged from September (55.0 vs. 55.1).
Consumers viewed current finances and year-
ahead business conditions as more favorable,
but downgraded their expectations for future
personal finances and buying conditions for
durable goods. Inflation expectations for the
year-ahead and the long-run were unchanged
at 4.6% and 3.7%, respectively.

I Peter McGratty | Director

pmcgratty@ria.plus
Past performance is not indicative of future returns.

Weekly Investment Insights

Key Takeaways:

° Consumers borrow at slowest pace in six months.

° Fed minutes show split in rate path forward.

° Consumer sentiment unchanged in October.

° Global equities fall on breakdown in trade negotiations.

° U.S.yields fall as investors flock to safe-haven Treasuries.
° Commodities finish lower led by softs and grains.

Weekly Market Recap -

Global Equities Fall as U.S. Trade Negotiations Break Down with China

Equities: The MSCI AC World Index was lower for the second time in three
weeks as investors continued to asses the U.S. Government shutdown
and renewed tariff uncertainty. All major U.S. averages fell with the bulk of
the losses coming on Friday after Trump sparked concerns regarding
China trade negotiations. The U.S. losses were led by small and midcap
stocks. Developed international (i.e. MSCI EAFE) and the emerging
markets fell but less than the losses in the U.S.

Fixed Income: The Bloomberg Aggregate Index was higher for the second
consecutive week as the U.S. Government shutdown continued and there
were mixed comments from the Fed about future rate cuts. A flight to
safety boosted Treasuries the most as higher yielding sectors (e.g. high
yield and EM bonds) declined.

Commodities/FX: The Bloomberg Commodity Index posted its worst week
in the past 10 weeks. Softs led the broad index lower with particular
weakness coming from coffee amid expectations for severe rain in Brazil.
Grains were also lower as wheat prices fell on oversupply fears. Markets
struggled for direction as key agriculture data was not release last week
because of the shutdown.
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Footnotes: Data is as of August 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Markets Fall on Renewed Tariff Concerns
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1: https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/Earningsinsight 101025.pdf
2: file:///C:/Users/Nick%20Schiavone/Downloads/SRPStrategy20251006%20(1).pdf

Footnotes: Data is as of October 10, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Disclaimer:

© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

Verdence relies heavily on unaudited third-party data. Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings,
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading. No implication shall be created that the
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement
of any material or statements made. Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater. Where shown,
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager. We have no insight into the performance of the
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate. Therefore, the performance could be incorrect, overstated
or not reflective of actual trading of client funds. There is the potential that the performance shown is a back test and not the result of real investment advice and trading. As such, it
could not be relied upon as indicative of future returns of a particular strategy. Where performance shown is that of a pooled account, limited partnership or private equity fund, you
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in. As a result pricing and valuation of the
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon. Before
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client. You should read, as
applicable, the Prospectus, SAl, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to invest in these
products. Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its
respective representatives to provide any advisory services described on the Site.
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