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Key Takeaways:

S&P 500 earnings season beating even the high bar.

Best earnings growth since the aftermath of COVID.

Broad based strength outside of mega cap tech.

Margin expansion continues.

Earnings optimism may be stretched; expecting downgrades.
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Q2 2026 Earnings Recap - Earnings Crush Expectations. Can it Last?

With ~90% of the S&P 500 companies
having reported 2Q26 earnings thus
far, earnings season is shaping up to
be far superior than expected. In fact,
S&P 500 earnings are on pace to grow
~50% (YoY) in 2Q26. This is more than
double what the initial estimate was
when earnings season started (+24%
YoY) and the best earnings growth
since 2Q21. According to FactSet, the
S&P 500 is reporting earnings ~30%
higher than estimates, which if this
holds, will be the best earnings
surprise since FactSet started
tracking that metric in 2008." While
this is largely due to massive beats
from Alphabet and Google, 86% of
the S&P 500 companies beat
earnings estimates. In this weekly
insights, we offer a review of 2Q26
earnings season.

e Earnings broad but still a couple
leaders: According to Factset, 10
of the 11 S&P 500 sectors posted
anincrease in 2Q26 earnings (YoY).
The only sector to see earnings
decline was healthcare. However,
the substantial earnings surprise
from Amazon ($5.75 vs. $1.82) and
Alphabet ($9.11 vs $2.90) made a
tremendous impact on the S&P
500’s earnings growth. If Amazon
and Alphabet were excluded, S&P
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500 earnings would grow 32%
(YoY). This would still mark the
second consecutive quarter of 20%
earnings growth and seventh
quarter of double digit gains.

Communications, consumer
discretionary and info tech are
biggest contributors: Amazon
(consumer discretionary), Alphabet
(communication services) and
Micron (tech) are notable names
that boosted these three sectors to
be the largest contibutors to S&P
500 earnings growth.

Energy earnings get boost from
war: The S&P 500 energy sector
posted the best earnings growth of
all the 11 sectors (+147% YoY).
Higher average oil prices in 2Q26
compared to 2Q25 helped the
sector post robust growth. The sub
industries that led were oil & gas
refining, integrated oil and oil & gas
exploration and production.

Margins surge: According to
FactSet, the S&P 500 net profit
margin is expected to grow to the
highest level (16.9%) since FactSet
began monitoring margins (2009).
The biggest margin expansion
came from communication

services, discretionary and info
tech. Healthcare and real estate
fell below their five year average.

The Bottom Line:
Earnings have been the sole driver of
the S&P 500 reaching a record high
this year. While there have been
some stand out results (i.e., Amazon,
Alphabet) we are finally seeing
broadening of earnings growth. As a
result, analysts are upgrading
earnings for the future, which is rare
(typically earnings are downgraded
throughout the year). Currently, S&P
500 earnings are expected to grow
27% and 25% in the 3Q and 4Q26,
respectively and ~30% for 2026. We
believe investors are growing weary of
this pace of growth. This can be seen
by performance during this earnings
season. Even some of the companies
that delivered blockbuster earnings
saw their stocks decline as investors
question how long this growth rate
can continue and if we have reached
peak earnings. We do believe
earnings optimism is stretched and
we should see some downgrading of
expectations in the near future.
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Weekly Economic Recap -

The ISM Manufacturing Index rose more than
expected in July. That marks the seventh
consecutive month in expansion territory (a
level of 50 or above), the longest stretch since
2022. The strength was led by production,
employment and new export orders. The
prices paid component declined the most but
has been at an elevated level (above 70) for six
consecutive months.

Job openings as measured by the JOLTS report
fellin June but job postings are outpacing
those unemployed for the third consecutive
month. Leisure and hospitality and healthcare
led the pullback in hiring.

The ISM Services Index rose modestly in July.
Strength was seen in business activity, prices
paid, new orders and imports. The backlog of
orders and employment declined.

The economy surprisingly lost 23K nonfarm
payroll jobs in July compared to the estimate
for anincrease of 80K jobs. In addition, the
prior two months were revised lower by 103K
jobs. The losses were concentrated in leisure
and hospitality (-44K) and Government jobs
(-53K). Leisure and hospitality may have been
negatively impacted by the conclusion of the
world cup rather than a broad change in
consumer demand for travel. The
unemployment rate dropped to 4.1% in July
from the previous 4.2% reading in June as the
labor force shrank (264K). The labor force
participation rate fell to the lowest level since
the 1970s (when excluding COVID).
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Key Takeaways:

Manufacturing expanding as Al spending continues.
Services solid; prices paid concerning.

Employment surprisingly declines in July.

Global equities surge on several good pieces of news.
Bond yields fall as chances for a rate hike decline.

Geopolitical tensions ease and send commodities lower.

Weekly Market Recap -

Equities: The MSCI AC World Index posted its best rally in the past 16
weeks as earnings continue to defy expectations, geopolitical tensions
started to de-escalate and a weak U.S. jobs number made a September
rate hike less likely. The U.S. led the global rally due to technology and
large cap growth. European equities rallied on better economic data and
Japan benefitted from a coordinated effort to support the yen.

Fixed Income: The Bloomberg Aggregate Index posted its best one week
rally in 10 weeks as odds for a Fed rate hike declined. High yield, emerging
market and municipal bonds led the rally.

Commodities/FX: The Bloomberg Commodity Index fell for the second
consecutive week as geopolitical tensions subsided. Crude oil led the
weakness in the index. Gold prices rallied as the dollar weakened and
bond yields declined.

Labor Force Participation Rate Sinks Lower
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Footnotes: Data is as of July 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Global Equities Jump as Odd for Imminent Rate Hike Fall
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Footnotes: Data is as of August 7, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

L. https://insight.factset.com/sp-500-earnings-season-update-july-31-2026
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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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