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Second Quarter 2026

After experiencing a negative first quarter, stocks rebounded significantly in the second quarter

with technology companies leading the way. Artificial Intelligence stocks, better known as “Al”
stocks, soared. Strong results from financial companies, communication services and healthcare
contributed to the attractive results. International equity markets also performed well.

On the bond side, the U.S. Federal Reserve, with new Chair Kevin Warsh, kept rates steady.
Expectations are now for the Fed to incrementally raise interest rates in the second half of the
year, a complete reversal of earlier forecasts.

For the quarter, U.S. large company stocks rose 15.2% (S&P 500), small company stocks
performed even better with a 21.5% return (Russell 2000 Index), and international stocks
returned 9.8% (EAFE Index). Bonds ended the quarter up slightly with a 0.7% gain (Bloomberg
U.S. Aggregate Bond Index).

Stocks are looking expensive at this point, yet retail investors are pushing more money into
stocks, which adds to the market momentum. A market “correction” of 10% is certainly possible
in the quarters ahead. When this does occur, it is best to look to the horizon rather than the
potholes in the road.

If you are in an appropriately structured portfolio, there is no benefit to selling during a market
decline. In fact, by doing so you risk selling closer to the bottom and then missing the subsequent
recovery. If, however, you are staying awake at night worrying about your investments, we need
to chat about your risk tolerance and long-term investment goals.

We believe our portfolios are well positioned to generate solid returns over a five-year horizon,
but we also believe it is prudent to remain prepared for potentially increased market volatility
and downside risk in the near term. Patience, perspective, and discipline remain essential for
long-term investment and financial success.

As always, please do not hesitate to call us if you have any questions or if we can assist you in
any way.
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