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Key Takeaways:
Democrats sweep Congress, euphoria replaced with pessimism.
Voters spoke about the growing opposition to data centers.
Technical damage may suggest additional downside ahead.
Expect a volatile year end.

Diversify outside of tech; look at developed international equities.

Addressing Last Week’s Market Volatility

Markets swung sharply last week
following the midterm elections,
when Democrats won in a landslide
victory. The initial market reaction
was to cheer a divided government. In
fact, the Dow Jones Industrial
Average posted its best day after a
midterm in more than 40 years
(+3.0%). However, that optimism
quickly turned to pessimism.

e Data center opposition: Voters
backed 40 of 41 local data center
ballot measures threatening data
center investment. According to
the St. Louis Fed, Al investment
contributed ~40% of economic
growth in the first three quarters of
2025 and the four largest
hyperscalers expect to spend
~$700 billion this calendar year."

Volatility as measured by the VIX The main concern is the opposition
Index surged to the highest level in Texas which is expected to be
since April. The Nasdaq entered the next wave of data centers. A
correction territory (a drop of 10% or delay in spending threatens the
more). Bond yields fell as investors outlook for economic growth and
fled to safe havens. In this Weekly earnings. We do not think this will
Insights, we discuss why there was a derail Al investment but may make
flip in sentiment, show the technical it slower and more costly.

damage it left behind and discuss

e Technical damage: The massive
what we see through year end.

swing in a short period of the time

Given the speed and magnitude of
last week’s market movements, we
would not be surprised if we see short
term relief, especially since we are in
a positive seasonal period. However,
the moves highlight how important
the Al trade is to both the equity
market and economic growth. The
results from last week’s election will
not stop the Al buildout, but it may
slow the pace of the buildout and
make it more costly (potential taxes
on Al data centers). We have been
cautious about Al for reasons that did
not involve politics. The earnings
outlook is at peak optimism, debt
levels are rising, circular financing is
arisk, free cash flow is deteriorating
and investors are getting less tolerant

¢ Why the flip in sentiment? The resuilted In tachnical damage that of excessive spending. Since the new
initial optimism was driven by the can suggest additional weakness. Congress does not sta.rt until January
White House not contesting the The Nasdaq fell below its 200 day in the near term we would sell on ’
slection. Also, history suggests moving average, which can signal a strength in the highly concentrated
equity markets and the economy longer term downtrend. The S&P tech sectors. We will continue to look
do well in a divided government as 500 closed the week below its 20, for opportunities but recommend
the odds of major legislation 20and 100 day moving averages. diversifiying outside of tech
changes are low. However, after The Philadelphia Semiconductor specifically in developed m;rket
investors dug into campaign Index s deeply in bear market equities, that offer less exposure to
promises, fears of slower territory (-38%) and is the furthest tech and, may be an opportunity for
economic growth amid less Al below its 200 day moving average investors
investment soured sentiment. onrecord. ’
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Weekly Economic Recap -

The ISM Manufacturing Index remained in
expansion territory for the 10" consecutive
month in October. The strength came from
inventories, production and imports. While
prices paid moderated, at 75.2 they are still
near the highest levels since 2022.

Job openings as measured by the JOLTS report
rose to a four month high in September. There
are now 455K more job openings than those
unemployed. Layoffs fell to the lowest level
since March 2025. The quits rate, a measure
of those leaving their jobs voluntarily
increased to the highest level seen since June
2025.

The ISM Services Index moderated in October
but has been in expansion territory for more
than two years. The decline was led by
business activity, new orders and inventories.
Delivery times rose and export orders surged.

Weekly jobless claims for the week ending
October 31°tfell to 189K. There have only been
24 weeks over the past 75 years where claims
were lower. The majority fell in the late 1960s.

Nonfarm productivity rose in 3Q26 while unit
labor costs declined for only the second time
in the past four years. In addition, the labor
share of income (portion of output that goes to
compensation) fell to the lowest since 1947.

The U.S. economy added more jobs to the
economy than expected in October (+165K vs.
70K). In addition, the unemployment rate
dipped lower (to 4.1%). The jobs added were
concentrated in the manufacturing,
professional/business services area and
private education and health. The labor forece
participation rate rose for the third
consecutive month. This is the first time the
labor participation rate has increased for three
consecutive months since 2023.
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Weekly Investment Insights

Key Takeaways:

Manufacturing and services remain in expansion territory.
Job openings rise while layoffs fall.

Payroll increase surprising to the upside.

Global equities fall sharply as tech sell off deepens.
Investors rotate from tech stocks to bonds for safety.

Commodities fall led by oil and copper.

Weekly Market Recap -

Equities: The MSCI AC World Index fell for the fourth consecutive week
posting its worst stretch of losses since March. After the initial euphoria
about the U.S. elections wore off, investors grew concerned about a
slowdown of Al investment. The Nasdaqg and Russell 1000 Growth led the
U.S. losses by dipping into contraction territory (a drop of 10% or more).
The emerging markets and Japan also dropped sharply due to their
sensitivity to the tech trade. The MSCI Europe ex UK was the only region to
end the week in positive territory given its lower exposure to tech.

Fixed Income: The Bloomberg Aggregate Index rallied for the fifth
consecutive week as investors fled to the safety of bonds in the midst of
the tech sell off. Municipal bonds led the rally as supply was minimal in
election week and we are entering a large reinvestment period.

Commodities/FX: The Bloomberg Commodity Index declined for the third
consecutive week and by the most since April. Crude oil led the decline as
the Democratic victory fueled hopes of a winding down of the Iran war.
Copper prices fell on concern about future economic growth and the Al
buildout. Gold prices rallied as investors rotated out of tech.

Jobs are Plentiful

8,000
7,800
7,600

7,400

7,200 ——

7,000 / ’\/ ’\/\
6,800

6,600

6,400
Jan-25 Jun-25 Nov-25 Apr-26 Sep-26

# of U.S. Unemployed (LHS) # of U.S. Job Postings (LHS)

Footnotes: Data is as of October 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Tech Enters Correction Territory
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Footnotes: Data is as of November 6, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

Hyperscalers are Amazon, Meta, Alphabet and Microsoft
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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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