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Key Takeaways:

Earnings season set to kick off this week.

S&P 500 is expected to report second consecutive quarter of 20%+ earnings growth.
Info tech is expected to lead earnings helped by semiconductors.

Energy to benefit from the war with Iran.

Earnings have high bar to beat this year.

2Q26 Earnings Season Kicks Off — Can the Surge Continue?

S&P 500 companies will begin
reporting 2Q26 earnings this week
with the major banks taking center
stage (e.g., JPMorgan, Bank of
America). According to FactSet, itis
estimated that S&P 500 earnings
grew 23.6% (YoY) in 2Q26." If this
comes to fruition, it would mark the
second consecutive quarter of
growth above 20% (YoY)." Itis
important to recognize that
historically analysts downgrade
estimates throughout the quarter.
However, in 2Q26 analysts upgraded
their estimate by 3.4%, compared to
a typical cut of ~4% over the past 20
years. In this weekly insights, we
provide a preview of what to expect in
2Q26 earnings season.

® Most of sectors upgraded:
According to Factset, seven of the
11 S&P 500 sectors have seen
earnings estimates increase over
2Q26 led by energy and info tech.
The sector with the largest
downgrade has been healthcare.

e Financials: While earnings growth
for the financial sector is expected
to decelerate from 2Q26, it should
be robust and the second biggest
contributor to S&P 500 earnings
growth. We will closely monitor
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loan growth, especially in
commercial/industrial loans and
credit cards. In addition, are they
benefitting from a healthy IPO
market and volatile trading market.

Info tech: Info tech is expected to
contribute the most (+63% YoY) to
S&P 500 earnings for 2Q26. If we
strip out tech earnings, S&P 500
earnings would grow 12% (YoY)
compared to 23.6% (YoY). We will
watch investors’ appetite for capex
spending. Google, Amazon, Meta,
and Microsoft are expected to
spend ~$725 billion this year. We
will watch if investors continue to
reward companies for their Al
investment.

Energy: The average price of crude
oil has increased 45% in 2Q26
compared to 2Q25. As aresult,
energy earnings have seen the
largestincrease of all 11 S&P 500
sectors since the start of 2Q26 (to
123% YoY from 48% YoY on March
31)." However, it is important to
understand that the energy sector
earnings are highly concentrated in
just afew names (e.g., Exxon
Mobil, Chevron). If one of these
companies disappoints, it can
sway the entire sector’s earnings.

The Bottom Line:

Earnings have been the primary
source of the return for the S&P 500
this year. To put this in perspective,
the price to earnings multiple has
contracted year to date (-13%) while
earnings are expected to grow more
than 20% in each quarter this year.
We find if difficult to justify the
expectations for earnings. These
elevated earnings estimates may not
be reflecting the ongoing turmoil in
the Middle East, inflation continuing
to weigh on the consumer and the
possibility of a Fed rate hike. We also
believe the dependence on the
hyperscalers for earnings will not
hold indefinitely. When that
concentration unwinds through a
broadening of earnings or aresetin
expectations for the leaders, S&P 500
earnings growth could look very
different than it does today. In
addition, we can not pinpoint when
but investors may not continue to
reward companies for the excessive
spending on Al without showing true
monetization. With markets at record
highs, in our view this leaves more
downside than upside risk as we
enter earnings season.
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Weekly Economic Recap -
Fed Confirms Hawkish Tone

Service sector activity in the U.S. slowed in
June according to the ISM Services Index but
has been in expansion territory (a reading
above 50) for the past two years. Nine of the
10 components in the Index are in expansion
territory but seven of the components saw
weakness in June led by inventories, prices
paid and overall business activity.

Minutes from the June FOMC meeting showed
that the committee remains divided on the
path for rate hikes. Nine of the 18 participants
expect at least one rate hike this year while
eight expect no change. In the Minutes, the
committee noted Al infrastructure demand as
a risk to higher inflation.

The U.S. trade deficit widened more than
expected in May to the widest since the
Liberation Day impact in April 2025. Imports
rose more than exports as companies pulled
forward buying ahead of additional tariffs.

Existing home sales unexpectedly declined in
June by the most in three months (-2.4%
MoM). The south led the weakness followed by
the midwest and west. The northeast saw an
increase in sales. Mortgage rates remaining
near a one year high and home prices that
continue to climb are hampering affordability.
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Key Takeaways:

o Service sector slows but still robust.

o FOMC Minutes confirm hawkish tilt.

° Existing home sales unexpectedly decline.

° Global equities higher but concentrated in the U.S.
° Bond yields surge with oil prices.

. Geopolitical tensions drive commodities higher.

Weekly Market Recap -
Global Equities Higher but Concentrated in the U.S.

Equities: The MSCI AC World Index was higher for the third time in four
weeks but the gains were primarily led by the U.S. and technology. Both
small and midcap stocks declined in the U.S. In addition, all the major
international markets we monitor also declined led by Europe as tensions
between the U.S. and Iran were reignited.

Fixed Income: The Bloomberg Aggregate Index was lower for the second
consecutive week as renewed tensions in the Middle East sent oil prices
and inflation expectations higher. Long term Treasuries led the weakness
as the 10YR and 30YRyield climbed to near year to date highs. High yield
and Treasury Inflation Protected Securities were flat for the week.

Commodities/FX: The Bloomberg Commodity Index saw its biggest one
week rally in more than two months led by crude oil prices. Crude prices
rose the most in eight weeks as the Strait of Hormuz is shut down as the
U.S. and Iran end the ceasfire.

Yields Approaching Year to Date Highs
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Footnotes: Data is as of July 10, 2026.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Global Equities Rally but Concentrated in the U.S.
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L. https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/Earningsinsight_070226.pdf
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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.

I Peter McGratty | Director

pmcgratty@ria.plus VERDENCE R|A+

Past performance is not indicative of future returns.



