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Key Takeaways:

o Observations as we enter week four of conflict.

e Some signs of capitulation but not enough.

* Nochanges to EPS or index targets due to conflict.

e Do not count on rate cuts in 2026.
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e Valuations starting to look compelling but need to weigh fundamental risks.

Key Observations as We Enter Fourth Week of Geopolitical Conflict

As we enter week four of the conflict
in the Middle East, we sympathize
with investors that geopolitical
conflicts create anxiety and fear,
especially in an environment where
the news changes rapidly due to
social media. Itis crucial to remain
disciplined to your long term
investment objectives. In fact, history
suggests these situations can
present buying opportunities. In this
weekly, we offer market observations
and the biggest economic risks we
see in the near term.

e Small signs of capitulation: We
look at many different factors to
indicate if periods of market
weakness may be reaching
levels of capitulation. Our model
is beginning to show initial signs
that this is occuring but not
enough to warrant adding
significant risk at these levels.
From a technical perspective,
the S&P 500 relative strength
index dipped below 30 last week
(a level considered oversold) for
the first time since Liberation
Day (April 2025). The AAII
Bear/Bull ratio has increased to
the highest level in six months.
However, while the VIX Index has
increased to the highest since
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April 2025 (25), itis not at
extreme levels. When looking at
the percentage of stocks in the
S&P 500 trading above their 50-
day moving average, at 20% it
does not look like a washout.
Lastly, high yield spreads have
not reached levels consistent
with capitulation.

No changes to forecasts:
Despite words of caution from
bank CEOs, current estimates
for S&P 500 earnings and year
end targets are unchanged since
the conflict began. For example,
according to Bloomberg, the
median S&P 500 2026 EPS
estimate before the Iran conflict
(January) was $308, ironically as
of March 18, itis $309. The
median year end 2026 target for
the S&P 500 was 7550 in January,
itis still 7550 as of March 18.

Fed cuts unlikely in 2026: At
the beginning of the year, fed
funds futures were pricing in
three rate cuts in 2026. After the
recentrise in oil and signs that
inflation was ticking higher prior
to the conflict, the Fed is unlikely
to cut rates in 2026. Market
expectations for inflation as

measured by breakeven inflation
rates are showing inflation over
5.0% in the next year.

® Rates and gas may slow
consumer and housing: Given
therise in long term Treasury
yields, mortgage rates are rising
and may challenge the spring
selling season. From a consumer
perspective, gasoline prices
have increased $1.18 per gallon
since their January low. This is
likely to weigh on consumer
spending in the nearterm and is
reducing the benefit of the
favorable tax bill in TH26. In
addition, equity market
weakness is weighing on the
consumer wealth effect.

The Bottom Line:

At this time, valuations are starting to
look compelling in select areas of the
global market (e.g., emerging
markets, small caps). However, we
are weighing better valuations with
some fundamental changes (e.g.,
higher interest rates) to evaluate if
there are opportunities that are fully
reflecting the downside risk of a
slower economy and higher rates.
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Weekly Economic Recap -
Inflation Brewing Before Iran Conflict; Fed
Hawkish

Homebuilder sentiment as measured by the
National Association of Home Builders rose to
a three month high in March. The biggest
increase was seen in sentiment on
prospective buyers’ traffic.

Pending home sales rose the most in three
months in February led by sales in the
midwest and south. The 30 year average
mortgage rate fell to the lowest since 2022
which contributed to the strength in sales.

Inflation as measured by the Producer Price
Index rose more than expected in February. At
the headline level, prices rose at the fastest
pace in seven months. When excluding food,
energy and trade, prices are rising 3.5% (YoY)
led by gains in service prices. This uptick in
inflation occurred before the Iran war.

The Federal Reserve met last week and left
interest rates unchanged at 3.5-3.75%. They
expressed that they are more concerned
about inflation at this time than the labor
market and that monetary policy was
“appropriate.” In their quarterly economic
forecasts, the only meaningful change was the
expectation for higher inflation in 2026.

New home sales and building permits for
January were weaker than expected. New
home sales fell to the lowest level since 2022
while building permits fell to a five month low.
As aresult, the months’ supply of new homes
rose to the highest level since 2022.
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Key Takeaways:

° Inflation brewing before the Iran conflict.

° Fed leaves rates unchanged; expresses concern on inflation.
. Housing data mixed; mortgage rates rising.

° Global equities fall for third consecutive week.

o Treasuries sell off on inflation fears.

° Gold prices continue downward trend.

Weekly Market Recap -

War leads to broad based declines

Equities: The MSCI AC World Index fell for the third consecutive week and
the S&P 500 is off to its third worst start to a year in the past 15 years. The
ongoing middle east conflict and higher inflation pressures is weighing on
risk sentiment. Within the U.S., large cap stocks fell more than small and
midcap stocks. Of the 11 S&P 500 sectors, all but energy and financials

declined for the week. From an international perspective, Europe saw the
worst of the declines as the ECB suggested rate hikes may be necessary.

Fixed Income: The Bloomberg Aggregate Index posted its third consecutive
weekly decline, the first week of declines since May 2025. Rising inflation
pressures drove yields higher, specifically long term bonds. In addition,
emerging market, high yield and investment grade bonds fell.

Commodities/FX: The Bloomberg Commodity Index declined for the first
time in five weeks led by a sharp decline in gold prices. Gold fell victim to
indiscrimate selling of those profitable investments as market volatility
increased. In addition, copper prices fell as the conflict in Iran may
hamper demand as economic growth cools.

Inflation Creeping Higher
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Footnotes: Data is as of March 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Broad Assets Weaker as War in Iran Intensifies
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Footnotes: Data is as of March 20, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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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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