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Key Takeaways:

e Earnings season set to begin tomorrow (Tuesday).

VERDENCE / RIA*

o S&P 500 is expected to report its tenth consecutive quarter of year-over-year earnings growth.

* Increased M&A activity expected to be a tailwind for the financial sector.

e Technology continues to lead earnings growth, but can hyperscalers deliver?

e Energyis the only sector expected to report a year-over-year decline in revenue.

4Q25 Earnings Season Kicks Off

S&P 500 companies will begin
reporting 4Q25 earnings tomorrow
(Tuesday) with major banks taking
center stage. According to FactSet,
the S&P 500 is expected to report that
S&P 500 earnings grew ~8% (YoY)." If
this comes to fruition, it would mark
the tenth consecutive quarter of year
over year earnings growth. Over the
past twenty years (80 quarters),
analysts have typically reduced
quarterly earnings growth estimates
by ~4% throughout the quarter.
However, during 4Q25 analysts
increased earnings estimates by
0.5%, marking the second straight
quarter in which estimates were
revised higher during the quarter. In
this weekly insights, we provide a
preview of what investors may see
this earnings season.

e Financials kick off earnings
season: Major companies in the
financials sector, including
JPMorgan, Bank of America, and
Wells Fargo (among others) will
report quarterly results beginning
tomorrow. The broad sector has
recorded the second-largest
percentage increase in the
estimate for earnings since the
start of the quarter. The sector is
expected to report earnings growth
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of ~6% YoY (vs. 4% on September
30™). Financial companies will
likely benefit from pro-growth
policy initiatives in President
Trump’s One Big Beautiful Bill, as
well as increased M&A activity
amid easing monetary policy.

Tech still the dominating
contributor to earnings growth:
The information technology sector
is expected to report the highest
year-over-year earnings growth of
all eleven sectors (+26% YoY), with
all six industries expected to report
growth as well. We are monitoring
comments on capex spending
plans from hyperscalers and other
mega-cap tech names as the Al
infrastructure buildout continues.?
Nvidia is expected to be the largest
contributor to earnings for the
sector. If the company were
excluded from the sector, the
growth rate would be 18% (YoY).

Consumer discretionary to lag:
The consumer discretionary sector
is expected to report the largest
year-over-year earnings decrease
of all 11 sectors (-3.5% YoY). Five
of the nine industries in the sector
are expected to report earnings
declines, with three of the five

expected to report a drop of more
than 10%. Household durables and
automobiles (-35% each) are
expected to report the largest
decrease as consumer spending
on discretionary items slowed.

® Energy will still be a weak spot:
The energy sector is the only sector
thatis expected to report a year-
over-year decline in revenue (-2.2%
YoY, EPS estimate is -1.9% YoY).
Lower year-over-year crude oil
prices are to blame for this amid
increasing geopolitical tensions.

The Bottom Line:

Earnings growth for 2025 has defied
expectations and analysts are
expecting the strength to continue in
2026. According to FactSet, S&P 500
earnings are expected to grow ~15%
in 2026, which would mark the third
straight year of double-digit earnings
growth. However, it is highly
dependant on info tech earnings so if
they do not deliver it threatens the full
index earnings growth. In fact, 2026
earnings estimates for the info tech
sector rose 9.5% during 4Q25, more
than double the aggregate S&P 500
increase (2.5%).
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Weekly Economic Recap -
Labor Market Weakness Prevails

Manufacturing activity in the U.S. remained in
contraction territory (a reading below 50) for
the tenth straight month according to the ISM
Manufacturing gauge. Producers have been
drawing down their raw material inventories at
the fastest pace since October 2024,
highlighting firms' reliance on existing
stockpiles to satisfy demand. New orders
contracted for the fourth straight month while
employer headcount shrank for the eleventh
straight month.

Service sector activity in the U.S. expanded in
December at the fastest pace since October
2024 (54.4) according to the ISM Service
gauge. New orders increased by the most
since Septemebr 2024, while a measure of
business activity increased to a one-year high.
Inventory sentiment decreased for a third
month.

Job openings in the U.S., as tracked by the
JOLTS report, fell to a more than one-year low
in November to 7.15 million. The total number
of hires decreased to the lowest level since
mid-2024 while total layoffs declined to a six-
month low. The number of vacancies per
unemployed worker, a ratio closely monitored
by Fed officials, fell to 0.9 to 1, the lowest level
since March 2021, and down from its 2022
peakof2to 1.

The U.S. economy added fewer jobs than
expected in December (50K vs. 55K est.). The
unemployment rate decreased marginally to
4.4% (from 4.5%). For the year, the economy
added only ~1.44 million jobs, the weakest
annual job growth since 2020.

Consumer sentiment as tracked by the
University of Michigan increased for the
second straight month. Sentiment broadly
improved surrounding the current economic
environment, but concerns remain around the
state of the labor market.
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Key Takeaways:

° Manufacturing sector still in contraction territory.

° Job openings fall to one-year low in the U.S.

. U.S. annual job growth falls to lowest since 2020.

° Global equities higher despite geopolitical tensions.
° Bond yields whipsawed by economic data.

. Geopolitical tensions drive commodities higher.

Weekly Market Recap -

Global Equities Higher Despite Increasing Geopolitical Tensions

Equities: The MSCI AC World Index was higher for the second time in three
weeks as investors looked past growing geopolitical tensions, specifically
coming from U.S. tensions with Venezuela and Iran. All major averages in
the U.S. posted gains in the first full trading week of the new year. Small-
caps, as tracked by the Russell 2000 Index hit a record high and led U.S.
gains. Value outperformed growth at the large cap level.

Fixed Income: The Bloomberg Aggregate Index was higher despite yields
being whipsawed by economic data. Short-dated bonds (2YR) were
relatively flat, while long-dated bonds (10YR) rose. All sectors of fixed
income finished the week higher with municipal bonds leading.

Commodities/FX: The Bloomberg Commaodity Index was higher for the
second time in three weeks. Precious metals led performance as investors
sought out safe-haven assets. Crude oil prices were higher by the most
since October amid uncertainty around Venezuela and Iran’s supply,
driven by mounting geopolitical tensions with the U.S.

U.S. Economic Job Growth Continues to Stall
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VERDENCE / RIAT



- 3 Weekly Investment Insights

Global Equities Rally Despite Geopolitical Tensions
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Footnotes: Data is as of January 2, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

1. https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/Earningsinsight 010926.pdf
2: Hyperscalers refers to cloud computing companies that own and operate data centers, specifically, Alphabet, Amazon, Meta, Microsoft, and Oracle.
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Disclaimer:
© 2026 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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