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Major financial firms scheduled to unofficially kick off 3Q25 earnings season tomorrow.

Analysts increased S&P 500 earnings estimates during the quarter for only the fifth time since 2003.

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

Lower year-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 -

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.
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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 -

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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© 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.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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