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Aptus Market Recap and Outlook: Q2 2026 Highlights

Adapting to Change Amid Market Momentum

Q2 2026 delivered remarkable momentum, marking the best quarter for the S&P 500 since 2020,
up roughly 14.3%, and the second best quarter for the NASDAQ since 2001. In a market shifting
rapidly due to Al breakthroughs and evolving Federal Reserve leadership, the greatest risk to
investors is an unwillingness to adapt. Stubbornly clinging to outdated frameworks or comfortable
narratives creates a dangerous blind spot; recognizing structural macro shifts is essential because
markets do not reward loyalty. Proper asset allocation remains the core driver, accounting for over
90% of long term investment success and enabling portfolios to successfully compound wealth.

The Imperative of Risk Assets Over Cash and Bonds

A continuous threat to wealth preservation is the persistent expansion of the money supply and
cumulative inflation. Massive fiscal deficits, historic corporate capital outlays, and heavy upcoming
debt refinancing ensure currency debasement remains a structural reality. Traditional safe assets
like fixed income fail to protect real purchasing power in this environment, especially on an after
tax basis. High quality equities act as the ultimate vehicle to absorb this expanding liquidity and
capture productivity gains. Rather than retreating to cash or bonds following strong market
performance, staying invested in risk assets is vital to avoid outgrowing real purchasing power.

Broadening Equity Performance and Resilient Margins

The narrative that mega cap tech is the sole engine of domestic equity returns is being disproved
by a healthy broadening of the market. A clear passing of the baton occurred when the top eight
mega cap companies pulled back roughly 10%, yet the broader S&P 500 fell only 1.8% while the
equal weighted stock gained 2.4%. Long term equity returns maintain a 98% correlation to
corporate earnings, rendering short term geopolitical headlines secondary to fundamental
profitability. This earnings resilience is expanding, with 9 out of 11 small cap sectors outperforming
their large cap counterparts year to date. Forward price to earnings ratios for domestic large caps
remain palatable and trade completely in line with their rolling 5 year averages. Nearly 100% of the
market's gains over the past two years have been driven by pure earnings growth rather than
multiple expansion. Operating margins for the S&P 500 continue to notch all time highs due to
deep operating leverage, while equal weighted margins are inflecting higher.

314 Magnolia Ave | Fairhope, AL 36532 | 251.517.7198 | info@apt.us




APTUS CAPITAL ADVISORS

The Warsh Fed and Structural Central Bank Reforms Impact on Fixed Income

The fixed income landscape experienced a pivotal regime shift following the appointment of Kevin
Warsh to the Federal Reserve. After a mid May spike in yields, Warsh's independent rhetoric
successfully anchored long term inflation expectations, keeping the 5 year, 5 year forward inflation
breakeven stable at just over 2%. The market continues to digest a hawkish path, pricing in a high
probability of a 25 basis point rate hike by October. Concurrently, global central banks face a single
focus inflation mandate, causing several to raise rates into supply chain frictions, a tightening that
may reverse as crude oil prices slide back to the $70 range. To address structural failures, the Fed is
implementing five task forces by the end of the year to enact institutional reforms. The
communication task force shifts the market to trade on data rather than forward guidance noise,
favoring more thinking and less talking. Additional task forces will remove mortgage backed
securities from the balance sheet, replace antiquated survey metrics with real time private sector
data feeds, prevent premature policy tightening during non inflationary growth, and rigorously
evaluate past forecasting errors.

Portfolio Strategy and Risk Management

Navigating an accelerating economy requires tactical allocation tools that replace traditional,
fragile fixed income structures with resilient equity alternatives. Rather than adjusting equity
weightings downward after strong quarters, portfolios should employ explicit, options based tail
management solutions. Utilizing defined outcome buffer strategies and hedged equity structures
allows advisors to confidently transition idle sideline cash or underperforming fixed income sleeves
into risk assets. By harnessing market volatility through structured outcomes rather than fleeing
from it, investors can bridge the behavioral gap during inevitable market drawdowns while
maintaining the equity exposure necessary to capture long term compounding.

Disclosures

Past performance is not indicative of future results. This material is not financial advice or an offer to sell any product.
The information contained herein should not be considered a recommendation to purchase or sell any particular
security. Forward looking statements cannot be guaranteed.

This commentary offers generalized research, not personalized investment advice. It is for informational purposes only
and does not constitute a complete description of our investment services or performance. Nothing in this
commentary should be interpreted to state or imply that past results are an indication of future investment returns. All
investments involve risk and unless otherwise stated, are not guaranteed. Be sure to consult with an investment & tax
professional before implementing any investment strategy. Investing involves risk. Principal loss is possible.

AdVvisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the
Securities and Exchange Commission. Registration does not imply a certain level or skill or training. More information
about the advisor, its investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be
obtained, at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama.
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