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Key Takeaways:

Strong start to 2026 but not an easy ride.

Many unanswered questions about U.S./Iran interim deal.
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There is a strong likelihood of at least one Fed rate hike before year end.

Earnings growth expectations are high.

Markets may not be reflecting Fed rate hikes.

Top Five Questions on Investors’ Minds

As we begin to reflect on the first half
of 2026, investors have faced many
different obstacles. A new Fed Chair,
a war in the Middle East, the largest
IPO in history, an Al spending boom
and elevated inflation are all items
that investors have had to manage.
We acknowledge that it has been a
challenging first six months to start a
year as is evident by volatility, as
measured by the VIX Index, jumping
to the highest level since Liberation
Day (April 2025) and consumer
confidence making a fresh record
low. In this weekly insights we
address the top five questions that
we see are on investors’ minds.

e  Willthe U.S./Iran peace deal
hold? When you dig into the
memorandum of understanding,
itis basically a 60 day ceasefire
so that both sides have time to
negotiate. There are still crucial
components that need to be
resolved before we can say this
geopolitical risk is behind us. The
ongoing fighting between Israel
and Lebanon, the full
dismantling of Iran’s nuclear
program and a fully functioning
Strait of Hormuz are the most
uncertain parts of the deal.
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When is the relief in energy
costs? Gas prices have fallen
more than 10%, while crude oil
has dropped over 30%.
Production and transportation
take time to normalize. If the
peace deal holds, we expect gas
prices to continue to fall.

Will the Fed raise rates? There
will be volatility around inflation
due to the rapid move in gasoline
prices. However, core inflation
remains sticky, economic growth
is solid, and nine of 19 Fed
policymakers have already
penciled in at least one rate hike
before year-end.

Are equities expensive?
Earnings have made up most of
the total return in equities this
year. Price to earnings (PE)
multiple expansion has been
relatively flat. From a PE basis,
equities may not look expensive,
but earnings are important.
Currently, analysts expect 20%+
S&P 500 earnings growth in every
quarter through 2026. That may
be optimistic if the Fed must
raise interest rates.

e  WillQ2 earnings season
support the market rally?
Expectations are high for 2Q
earnings growth with tech
leading the upward move in
estimates. The biggest variable
will be whether the Al capex
spend is starting to filter into
earnings. Investors are growing
impatient to see real revenue
with the excessive spending.

Bottom Line

Investors have been whipsawed
many times this year with the on and
off again U.S./Iran peace deal and
differing opinions on the long term
impact of inflation. At this point we
think there is a strong likelihood the
Fed will need to raise interest rates at
least 0.25% this year as we normalize
through the negative impacts from
the closing of the Strait of Hormuz.
Unfortunately, we do not think this is
fully priced into equity market
valuations at this time and we expect
volatility to accelerate. We continue
to focus on the buy on weakness
mentality instead of selling on
strength as we are constructive about
the economy and equities long run.
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Weekly Economic Recap -

The NAHB Housing Market Index fell in June as
homebuilders grew pessimistic about the
current state of the housing market.
Homebuilders noted the uncertainty around
the costs for building houses and regulation
as a reason for the drop in confidence.

Retail sales rose more than expected in May at
all levels that we monitor. At the headline
level, sales rose 0.9% (MoM) led by strong
gains in gasoline station sales. At the super
core level (excludes gas, autos, building
materials and food) sales rose 0.7% and are
rising ~6% on a year over year basis. Strong
furniture and internet sales led the gains.

Pending home sales rose at the fastest pace in
nearly two years in May. All the major regions
increased but the northeast led the gains with
sales rising 8.7% (MoM).

The Federal Reserve met and with the new Fed
Chairman, Kevin Warsh, left interest rates
unchanged at 3.50%-3.75%. The decision was
unanimous and the committee removed their
easing bias language. Nine of the members
expect a rate hike in 2026. Warsh announced
the launch of multiple different task forces to
review the Fed’s communication tools, the
balance sheet, data sources they monitor, the
future of productivity/Al and alternate
frameworks for inflation.
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Key Takeaways:

Home builders concerned about prices.

Retail sales beat expectations.

Fed takes a hawkish tone at Warsh’s first meeting.
Global equities rise on interim U.S./Iran deal.

Bonds rally as oil price falls with inflation expectations.

Commodities driven lower by energy.

Weekly Market Recap -

Equities: The MSCI AC World Index rallied for the second consecutive week
despite a more hawkish tone from the new Fed Chairman Kevin Warsh.
The signing of an interim peace deal between the U.S. and Iran helped
boost risk sentiment. The MSCI EAFE and MSCI Emerging Market Index
outperformed U.S. equities. Within the U.S., small and midcap growth
outperformed large cap growth and value.

Fixed Income: The Bloomberg Aggregate Index rallied for the second
consecutive week on hopes that easing geopolitical tensions would
reduce inflation. Municipal bonds and long term Treasuries outperformed
the rest of the fixed income sectors.

Commodities/FX: The Bloomberg Commodity Index fell for the fifth
consecutive week led by the ongoing drop in energy prices. Crude oil fell
nearly 10% last week and deeper into bear market territory (a drop of 20%
or more). Precious metals were also under pressure as safe haven
demand weakened on an interim peace deal.
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Global Equities Rally as the U.S. and Iran Sign Interim Peace Deal
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© 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.

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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