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Key Takeaways:

3Q26 S&P 500 earnings season kicks off this week.

Earnings strength broad with all 11 sectors reporting growth.

Energy gets a boost from elevated prices.
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Be careful of concentration risk is select sectors (e.g., energy, tech, financials).

Earnings are likely to be strong but concerns around margins likely to materialize.

3Q26 Earnings Season Kicks Off — Strong Earnings Expected to Continue

S&P 500 companies will begin
reporting 3Q26 earnings this week,
with the major banks kicking things
off (e.g., JPMorgan, Wells Fargo, Citi).
According to FactSet, S&P 500
earnings are expected to grow 29.6%
(YoY), marking the third consecutive
quarter of growth above 25% (YoY). It
would also be the eighth consecutive
quarter of double-digit growth.
Analysts typically lower their
estimates throughout the quarter,
although in 3Q26 analysts raised their
estimate by 1.4%, compared to an
average cut of ~4% over the past 20
years. Of the S&P 500 companies that
issued guidance for the quarter, 62%
provided a positive outlook, which is
well above the 10-year average of
41%. In this Weekly Insights, we
provide a preview of what to expect in
3Q26 earnings season.

® Broad based earnings and
revenue growth: According to
Factset, “all eleven sectors are
projected to report year-over-year
earnings growth. Five of these 11
sectors are predicted to report
double-digit growth, led by the
energy, information technology,
communication services and
materials and industrial sectors.”
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e Energy: The average price of crude

oilis 32% higher in 3Q26 than in
3Q25. As aresult, the sector has
recorded an 18.7% increase in
earnings expectations since June
30t™. However, energy sector
earnings are highly concentrated in
four names that have seen an
increase to their estimate of more
than 10%. “Marathon Petroleum
($23.06 from $10.43), Valero
Energy (to $18.88 from $9.66),
Phillips 66 (to $10.99 from $6.38),
and Exxon Mobil (to $3.71 from
$3.36)”

Info tech: Info tech earnings
estimates have been revised higher
by 5.1% since the beginning of the
quarter. The year-over-year
earnings growth for info tech has
increased to 65% today from 57%
on June 30™. This growth has been
led by both NVIDIA and Micron.
Tech has seen more broad based
optimism with 82% of the
companies in the sector seeing an
increase to their 3Q estimates.

Financials: According to FactSet,
on a percentage basis, the
financial sector has recorded the
third largest increase in earnings
estimates moving to $123.3 Billion

from $121.3 Billion. The largest
contributor to the change in
estimates is JPMorgan.

® MAG 7 earnings growth: The MAG
7 is expected to grow earnings by
roughly 37% in 3Q26, compared to
the ~25% increase expected for the
other 493 companies. This growth
is very concentrated with NVIDIA,
Meta, and Microsoft expected to
account for about 93% of the Mag 7
earnings growth.

The Bottom Line:

Actual S&P 500 earnings growth has
beat the estimate from the start of
the quarter in 37 out of the past 40
quarters (exception was 1Q20, 3Q22,
4Q22). Given that economic growth
has remained solid we expect the
trend to continue in 3Q26. Financials
will likely benefit from loan growth,
stable credit and management fees
but face the headwind of higher 10YR
yields. Energy may see the largest
percentage increase but the sector is
highly concentrated. Tech appears to
be the sweet spot with continued
spending. However, we are watching
margins closely due to the rising
costs of materials and energy.
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Weekly Economic Recap -

Activity in the service sector, as measured by
the ISM Services Index dipped slightly in
September. While the Index has beenin
expansion territory (a level above 50) for the
past 27 consecutive months there are signs
that the prolonged war with Iran is impacting
economic activity. The supply chain disruption
is showing up in the backlog of orders which is
at the highest since 2022 and prolonged
delivery times. In addition, the prices paid
component rose to the highest level since July
2022 due to therise in fuel costs.

The U.S. trade balance widened more than
expected in August (to -$105.6 billion vs.
$102.1 billion est.). Imports grew at the fastest
pace in nine months while export growth was
more muted (+1.4% MoM). The gains in
imports were led by non Al related industrial
supplies which may be companies front
running the new tariffs on Canadian products
that took effect in late August.

Consumer confidence as measured by the
University of Michigan Consumer Sentiment
Index dropped to a five month low in October.
The weakness was led by confidence on the
future as consumers are concerned about
higher interest rates and household finances.
In addition, consumers increased their
expectation for inflation over the next 12
months to a five month high.
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Key Takeaways:

Service sector slows modestly.

Trade balance widens on higher imports.
Consumer confidence slips in October.
Global equities rally led by U.S.

The rise inyields takes a breather.

Commodities rally on weather concerns.

Weekly Market Recap -

Equities: The MSCI AC World Index rallied for the second time in the past
five weeks led by U.S. equities. Within the U.S. the Russell 1000 Value
Index led the gains and outperformed the Russell 1000 Growth Index by
the most in seven weeks. Small and midcap stocks underperformed due
to concern about higher interest rates.

Fixed Income: The Bloomberg Aggregate Index rose for the first week in the
past six. Yields fell (prices up) after the White House said there would not
be additional strikes in Iran before the midterm." In addition, odds of an
October rate hike moderated with weaker service sector data. Emerging
market bonds and investment grade credit led the gains.

Commodities/FX: The Bloomberg Commodity Index rose for the first time in
three weeks led by gains in crude oil. Crude oil jumped on concerns about
supply disruption with the first hurricane this season to make landfall.
Copper rebounded last week after Chinese demand accelerated and
supply concerns emerged with union strikes in Chile.

Imports Rise Ahead of Additional Tariffs
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Footnotes: Data is as of August 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Global Equities Rally Led by U.S. Equities
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Footnotes: Data is as of October 9, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

1. Reuters.com, as of October 8, 2026.

I M H Chief Offi ‘
nomeman@vedsnce.com );.' VERDENCE

Past performance is not indicative of future returns. CAPITAL ADVISORS



- 4 Weekly Investment Insights

© 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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