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“The world hates change,
yet it is the only thing that
has brought progress.”

— Charles Kettering
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Executive
Summary

The second quarter of 2026 had a little bit of everything.
One of the largest IPOs in history renewed interest in the
next wave of private companies entering the public
markets, and investors navigated changes in both Federal
Reserve leadership and the global geopolitical landscape.
There was certainly no shortage of events to digest. The
challenge in periods like this is not a lack of information,
but determining which developments are likely to matter
over time.

Change is a constant feature of financial markets, but not
every change carries the same significance. What often
matters is not the change itself, but how businesses,
consumers, and markets respond to it over time. The
second quarter provided several examples of this dynamic
as the Federal Reserve moved into a new chapter, trade
priorities continued to take shape, and global events
influenced market expectations. Yet the framework for
understanding those changes remained familiar.
Corporate earnings, inflation, interest rates, and economic
data continued to provide the foundation for how markets
interpreted the environment.

Several major market indexes reached new all-time highs
even as investors sorted through a steady stream of new
information. With NASA's highly anticipated Artemis |l
launch and positive equity market performance occurring
during the same period, the metaphors almost write
themselves. We will resist the temptation and instead
focus on the factors that shaped the quarter.

Erin Itkoe Trevor Sheid
President & Wealth Advisor Vice President & Wealth Advisor
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Market Performance
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Highlights

A New Fed Chair, A Familiar Balancing Act

The second quarter marked a new chapter for the Federal
Reserve as Kevin Warsh began his tenure as Chair, succeeding
Jerome Powell following the conclusion of his term.

Changes in Federal Reserve leadership are relatively rare events and
often draw significant attention given the central bank’s influence on
interest rates and financial conditions. Warsh was not new to the Federal
Reserve, having previously served as a Federal Reserve Governor from
2006 to 20T1. His return as Chair came at a time when policymakers faced
ongoing inflation concerns and questions around the appropriate path
for interest rates.

Warsh's early tenure was closely watched for signs of whether a change
in leadership would translate into a meaningful shift in monetary policy.
At its June meeting, the Federal Reserve kept interest rates unchanged
while noting that inflation remained above its 2% target. Rather than
signaling an immediate path toward lower rates, policymakers pointed
to the need for continued progress on inflation and indicated that future
decisions would remain dependent on incoming economic data.

A key takeaway was the reassessment of expectations around the timing
and direction of future rate moves. While earlier outlooks had centered
on eventual rate reductions, the quarter ended with greater focus on
how long rates may need to remain elevated as policymakers looked for
further evidence that inflation was moving toward the Fed's target. The
transition also illustrated that monetary policy changes are typically
gradual and data-dependent, with future decisions shaped by the
balance between inflation, economic growth, and labor market
conditions.
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Middle East Diplomacy and Energy Markets

Diplomatic efforts in the Middle East gained momentum during the
quarter following months of elevated tensions. In June, the United States
and Iran announced an initial diplomatic framework aimed at reducing
hostilities and supporting further negotiations, although questions
remained regarding implementation and the durability of any
agreement. The developments marked a notable change in the
diplomatic landscape, even as regional security concerns remained
unresolved.

Energy markets were among the areas most directly affected by the
developments. Earlier in the quarter, disruptions involving the Strait of
Hormuz contributed to volatility in global oil markets. The International
Energy Agency (IEA) reported declines in oil supply, inventory draws, and
disruptions to regional oil flows as the conflict affected energy markets.
As expectations for a diplomatic resolution improved, oil prices declined
from earlier highs as investors reassessed the likelihood of a prolonged
supply disruption. The IEA noted, however, that a full recovery in oil flows
would depend on operational and political developments, highlighting
the continued connection between geopolitical stability, energy
markets, and inflation expectations.
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U.S. Economic Policy and Global Competitiveness

Treasury Secretary Scott Bessent outlined the administration's approach
to trade, domestic investment, and global competitiveness in a series of
policy addresses throughout the quarter. He emphasized the connection
between economic security and national security, arguing that the
United States should place greater importance on reducing strategic
dependencies and strengthening domestic capacity in critical areas. His
remarks focused on supply chain resilience, domestic production, critical
resources, and the use of trade policy tools to address potential
vulnerabilities.

The discussion explores the balance between efficiency and resilience in
the global economy. Over time, many companies have built supply
chains around cost efficiency and global specialization, but recent
disruptions have prompted businesses to reconsider sourcing strategies
and build greater flexibility into their operations. Finding the appropriate
balance between those objectives will likely remain an important
consideration for businesses in the years ahead.

The effects of any policy changes are likely to emerge gradually rather
than immediately. Companies will continue evaluating where to invest,
how to structure their supply chains, and how to respond to evolving
policy priorities. Over time, the economic impact will depend not only on
government policy but also on how businesses adapt and whether those
investments translate into stronger productivity and long-term growth.
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Beyond the IPO Buzz

Initial Public Offerings (IPOs) captured the spotlight as SpaceX's public
offering drew significant attention from investors. Several high-profile
private companies, including Anthropic, also remained the subject of
market discussion as investors looked ahead to the next wave of
potential public offerings. For many investors, the question is not just
which companies will go public, but what those headlines mean for their
own portfolios.

For diversified investors, the immediate impact is often limited. A
company's public debut does not necessarily mean it becomes part of
market indexes right away. Most broad market indexes use objective
eligibility criteria, including factors such as size, liquidity, and trading
history, before new companies are considered for inclusion.

A long-term investment approach does not depend on identifying the
next individual market leader. Diversified portfolios are designed to
evolve over time as companies grow, mature, and are replaced. By
maintaining broad market exposure, investors can participate in
innovation and economic growth without relying on the success of any
single company.
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In Summary

Periods of transition often create a fair amount of uncertainty for
investors, particularly when several occur at the same time. However, the
second quarter offered a useful reminder that markets do not operate in
a vacuum. A new Federal Reserve Chair, shifting geopolitical dynamics,
evolving trade priorities, and renewed interest in public markets all
influenced the investment landscape, but none of those developments
existed independently from the economic framework surrounding them.

The importance of an event is rarely clear when it first occurs. Markets
have repeatedly shown that the size of a headline does not always
determine the size of its impact. Some developments that initially
appear temporary can have lasting effects on policy and investment
conditions, while major events may fade if they do not meaningfully
change the economic outlook.

As the second half of 2026 begins, investors will continue to encounter
new information and changing narratives. The ability to evaluate those
developments in context remains an important part of understanding
markets and making thoughtful investment decisions.
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Looking Ahead

Federal Reserve Decisions:

Inflation trends will remain a key variable to watch, as further
progress toward the Fed's 2% target could influence the
timing of future rate adjustments.

Energy Market Stability:

Attention will remain on whether diplomatic progress in the
Middle East leads to sustained stability and reduced risks to
energy flows and inflation expectations.

Trade Policy and Business Adaptation:

Potential company responses to changing trade policies could
create short-term cost pressures or support longer-term
investment.

IPO Activity and Market Participation:
Developments in Venezuela remain an area to watch as
geopolitical factors continue to shape energy market conditions.

Disclosures: This presentation is not an offer or a solicitation to buy or sell securities. The information
contained in this presentation has been compiled from third-party sources and is believed to be
reliable; however, its accuracy is not guaranteed and should not be relied upon in any way whatsoever.
This presentation may not be construed as investment, tax or legal advice and does not give
investment recommmendations. Any opinion included in this report constitutes our judgment as of the
date of this report and is subject to change without notice.

Index returns are unmanaged and do not reflect our advisory fees, transaction costs, or other account-
level expenses that may be incurred in an actual investment account. The index returns are not

intended to imply or compare to actual portfolio performance and should not be relied upon as an
indication of future results. Mutual fund returns (if shown) reflect fund-level expenses as reported by
the fund, but do not reflect our advisory fees or other account-level costs. This information is provided
for illustrative purposes only and does not represent the performance of any specific portfolio or client
account. Actual client results will differ.

Additional information, including management fees and expenses, is provided on our Form ADV Part 2
available upon request or at the SEC's Investment Adviser Public Disclosure website,
www.adviserinfo.sec.gov. Past performance is not indicative of future results.
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