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US Strategy Weekly

Remain Nimble

It has been a quiet week in terms of the Iran conflict, but we would be wary of becoming complacent about
the Middle East since there is a good reason why it has been a relatively peaceful week. Neither the US nor
China would benefit from fireworks ahead of this week’s Trump-Xi summit taking place in Beijing. The media
is calling this a “high stakes summit” but that seems nonsensical to us since these summits are carefully
and methodically planned well in advance. Advance planning is why Treasury Secretary Scott Bessent
traveled to China this week after first making a stop in Japan to meet with Japanese Prime Minister Sanae-
Takaichi and then stopping in Seoul, South Korea to meet with Chinese Vice Premier He Lifeng and Chinese
trade negotiators. The real work is done at these preliminary meetings to ensure that both parties can leave
the summit with clear deliverables for their respective countries.

On May 14, when President Trump and China’s Xi Jinping meet, the discussions are apt to be more cere-
monial than material. The topics to be discussed by these two leaders will certainly include Iran, but we
expect both sides will focus more on personal economic issues with the hot topics being Taiwan, semicon-
ductors, rare earth metals, tariffs, jailed Hong Kong activist Jimmy Lai, and Al. We expect there will be a lot
of dealmaking by corporate leaders as well.

But when President Trump returns to the US at the end of the week, we would not be surprised if Iran takes
center stage again. And Trump has already warned that Iran is on “life support” and the proposal from
Tehran was “totally unacceptable.” This is a thinly veiled threat that bombing may resume. The only question
is what targets will be bombed (military or energy?) and who contributes (Israel, UAE, Saudi Arabia?). Re-
cent reports reveal that both the UAE and the Saudis have responded to Iranian attacks with covert bombing
of their own. Their participation in future bombings could suggest a decisive power shift is taking place in
the Middle East. In short, the equity market has recently reached record highs, but we would not chase
stocks at this juncture since geopolitical events could trigger a correction, particularly if the US bombs Ira-
nian energy infrastructure.

Nevertheless, we are not in agreement with those like Michael Burry who feel the market has “jumped the
shark” and is approaching a crash. We lived through several major stock market bubbles and while Al has
all the earmarks of creating an equity bubble (and probably will eventually), the current equity market is still
supported by fundamentals. Yes, the semiconductor group made a perpendicular advance last week, but
this has attracted so much attention and created so much negativity that it is likely that the semiconductor
blowoff will reverse or stall without damaging the broader market. Plus, the semiconductor industry is only
the first act of the Al story, and it is more likely that money will shift from the semiconductor stocks to the
next step in the Al story such energy producers, transformers, software, and eventually end users.

When we look at the macro fundamental landscape, we do not see a bubble. In fact, we are amazed at the
strength in first quarter earnings results. Last week we upgraded our S&P 500 2026 and 2027 earnings
forecasts (see page 14), and they may still be too low. This week the LSEG IBES consensus earnings
estimate for 2026 rose $8.62 to $336.49, the 2027 forecast rose $5.91 to $386.70 and the 2028 forecast
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rose $6.50 to $435.44. The S&P Dow Jones consensus earnings estimate rose $2.16 for 2026 to $333.72
and rose $2.67 to $384.61 for 2027. This means that even though the indices have recently hit all-time
highs, the market is still trading at 22.0 times the IBES 2026 earnings estimate and 19.2 times the 2027
estimate. At both the March 2000 and March 2022 peaks the trailing PE was 32.1 times versus 24.7 today
and a 32 multiple times 2026 earnings would equate to the S&P 500 moving over 10,000. And the S&P 500
forward earnings yield of 4.7% and dividend yield of 1.1% compare well to a 10-year Treasury bond yield
of 4.4%. Plus, the S&P Dow Jones 12-month sum of operating earnings shows a gain of 21.1% YOQY, far
better than the 75-year average of 8.1% YOY. See pages 7 and 8. In the longer run, we remain a buyer of
dips.

We also have a nonconsensus view of the recent jobs report. In fact, in our view, the April jobs report
provides an argument for lowering the Fed funds rate. Although the headline shows employment grew by
115,000 jobs and the unemployment rate was unchanged at 4.3%, this is a very superficial analysis. The
establishment survey showed a better-than-expected increase of 115,000 jobs, but revisions to prior months
lowered employment by 16,000. More importantly, the household survey indicated that employment in April
fell by 226,000 and the number of unemployed grew by 134,000. The fact that employment fell more than
unemployment grew meant the unemployment rate was relatively unchanged (although it did increase frac-
tionally). See page 5. Still, the household survey indicated 226,000 fewer people were employed in April
versus March. This is a sign of weakness. Plus, people no longer counted in the labor force increased by
5.29 million in April. Although the labor force can decline for multiple reasons, one is that unemployment
insurance has run out, and a worker is still unable to find a job. Overall, the government is not good at
measuring why the labor force has declined.

Every month we look at the year-over-year increase/decrease in employment in both BLS surveys. In our
view, it is the single best indicator of economic strength and also the best indicator of a pending recession.
In April, the establishment survey showed job growth of 0.16% YOY and the household survey showed
employment fell 0.8% YQOY (the fourth consecutive month of job losses). These rates are well below long
term averages of 1.7% and 1.5%, respectively. In short, the Fed'’s job is to achieve maximum employment
and stable prices, and this is challenging in the current environment. In our opinion, the Fed should always
defer to stabilizing employment first since this is less in its control than inflation. Oil prices will come down
eventually and inflation will moderate. But with the housing and auto industry already struggling, and Al
challenging the work environment, lower rates are what the average household needs in 2026.

The counter argument to the Fed lowering rates is April's CPI report. Energy prices drove April’'s CPI up
3.8% YOQY versus 3.3% a month earlier. This was the highest inflation rate seen since the 4.1% YOY rec-
orded in May 2023. Core CPI rose from 2.6% YOY to 2.75% YOY, the highest since the 2.81% YOQOY rec-
orded in October 2025. (We added a second decimal point since rounded both April 2026 and October 2025
were 2.8%.) The energy component of the CPI rose nearly 18% YQY, with fuel oil up 54% YOY and gasoline
up 28.4% YQY. This actually seemed tame given that WTI crude oil futures were up 84% in the same period.
The food component of the CPI increased 3.2%, up from 2.7% in March and the combination of higher fuel
and food prices is a hardship for lower income households. We would note that all items less energy rose
2.8% in April, up slightly from 2.6% in March. See page 3.

In terms of the heavyweight components of the CPI, transportation was up 7.1% YQY, up significantly from
5% a month earlier. Housing was up 3.6% versus 3.4% in March. Food and beverages rose 3.1%, up from
2.6%. Medical care prices rose 2.5%, down from 3.1% in March. Service inflation was 3.4% versus 3.1% a
month earlier; service less rent of shelter was 3.5% relatively unchanged from 3.4% in March. Nondurable
inflation was 6.6% YOY (fuel) versus 4.9% in March and 1.7% in February. Conversely, durables fell 0.1%
YQY, little changed from the 0.1% YOY gain in March. Owners’ equivalent rent was 3.3%, little changed in
four months. Recent declines in home prices suggest this index will inch lower in the months ahead. See
page 4. Allin all, the CPI report revealed the impact of energy on inflation, a fact that may inspire President
Trump to end the Iran conflict one way or another. Investors should remain nimble.
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Energy prices drove April’'s CPI up 0.6% for the month to 3.8% YQY, versus 3.3% a month earlier. This was the highest inflation rate seen since the 4.1%
YOY recorded in May 2023. Core CPI rose from 2.6% YOY to 2.75% YOQY, the highest since the 2.81% YQOY recorded in October 2025. The energy
component of the CPI rose nearly 18% YQY, with fuel oil up 54% YOY and gasoline up 28.4% YOY. The broad food index of the CPI increased 3.2%, up
from 2.7% in March. The combination of higher fuel and food prices is a hardship for lower-income households. However, all items less energy rose 2.8%

in April, up from 2.6% in March.
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. CP1 Components . Component Price Chg | Price Chg
Heavy Weights - Not Seasonally Adjusted Weight* Fuel Weight YOY% MOM%
Housing 44.1% 4.6% 3.6% 0.6%)
Owners' equivalent rent of residences 25.9% 3.3% 0.5%
Fuels and utilities 4.6% 6.0% 0.8%
Transportation 16.9% 2.5% 7.1% 2.9%)
Food and beverages 14.4% 3.1% 0.6%
Food at home 8.3% 2.9% 0.7%
Food away from home 5.3% 3.6% 0.2%
Alcoholic beverages 0.8% 1.9% 0.3%
Medical care 8.3% 2.5% -0.1%
Education and communication 5.7% 0.2% -0.1%
Recreation 5.1% 2.3% 0.0%
Apparel 2.5% 4.2% -0.4%
Other goods and services 2.9% 4.4% 0.9%
Special groups:
Energy 7.1% 17.9% 6.3%]
All items less food and energy 79.4% 2.8% 0.4%
All items 100.0% 3.81% 0.85%)
Source: Dudack Research Group; BLS; *Mar. 2026 w eightings; ltalics=sub-component; blue>headline
15.0%
14.0% 1 —— Allitems 100.00
13.0% ] === All items less food and energy 79.35
120% 4 A p | eeeee Average Inflation Rate 3.7%
11.0% 1
10.0% A
9.0%
8.0% A
7.0% A
] "
6.0% 1 fi .1\ \
i i
5.0% B f A
1 ‘ %o, oY
o LA TSPkl N
3.0% - % , o aho
1 \JY = »‘ -
2.0% 1 ' 5
1.0% A
0.0%
-1.0% A
-2.0% A
3.0% 1 Source: Dudack Research Group; Bureau of Labor Statistics
-OOOONﬁ'lDOOONﬁ'CDOOONﬁ'(OOOOC\IV(.OOOONﬂ'(OOOONvQO
O M~ I I I I 0 00 0O O 0 O O O O O O O ©O O O ™ v v« «— v« N AN N «
D OO OO O O O O O O O O O O O O O O O O O O O O O O o o o o o
™ T™ YT T T YT T T YT Y- T Y- Y- T v v N AN AN AN AN AN AN AN AN AN AN N NN




US Strategy Weekly May 13, 2026 4
D3G ay y May

In terms of the heavyweight components of the CPI, transportation was up 7.1% YQY, up significantly from 5% a month earlier. Housing was up 3.6%
versus 3.4% in March. Food and beverages rose 3.1%, up from 2.6%. Medical care prices rose 2.5%, down from 3.1% in March. Service inflation was
3.4% versus 3.1% a month earlier; service less rent of shelter was 3.5% relatively unchanged from 3.4% in March. Nondurable inflation was 6.6% YOY
versus 4.9% in March and 1.7% in February. Conversely, durables fell 0.1% YOY, little changed from the 0.1% YOY gain in March. Owners’ equivalent
rent was 3.3%, little changed in four months. However, recent declines in home prices suggest this index will inch lower in the months ahead.

CPIl Heavyweight Components
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An argument for lowering the Fed funds rate can be found in the April jobs report, in our view. Although the headline shows employment
grew by 115,000 jobs and the unemployment rate was unchanged at 4.3%, this is a very superficial analysis. The establishment survey
showed a better-than-expected increase of 115,000 jobs, but revisions to prior months lowered employment by 16,000. More importantly,
the household survey indicated that employment in April fell by 226,000 and the number of unemployed grew by 134,000. The fact that
employment fell more than unemployment grew meant the unemployment rate was relatively unchanged (although it did increase frac-
tionally). Still, the household survey indicated 226,000 fewer people were employed in April versus March. This is a sign of weakness.
Plus, the number of people no longer counted in the labor force increased by 5.29 million in April. The labor force can decline for multiple
reasons, but one is that unemployment insurance has run out, and one can still not find a job. The government is not good at measuring
why the labor force has declined.
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Every month we look at the year-over-year increase/decrease in employment in both BLS surveys. In our view, it is the best single
indicator of economic strength and also the best indicator of a pending recession. In April, the establishment survey showed job growth
of 0.16% YOY and the household survey showed employment fell 0.8% YOY (the fourth consecutive month of job losses). These rates
compare to long term averages of 1.7% and 1.5%, respectively. In short, the Fed’s job is to achieve maximum employment and stable
prices, and this is a challenging job in the current environment.

Employment Surveys (1,000s SA) Apr-26 Mar-26 [ Change Apr-25 Yr/Yr
Establishment Survey: NonFarm Payrolls 158,736 | 158,621 115 158,485 251
Household Survey Data (1,000s)
Employed (A) 162,622| 162,848 (226) 163,898 (1,276)
Unemployed (B) 7,373 7,239 134 7,155 218
Civilian labor force [A+B] 169,995 || 170,087 (92) 171,053 (1,058)
Unemployment rate [B/(A+B)] 4.34% 4.26% 0.08% 4.18%| 0.15%
U6 Unemployment rate 8.2% 8.0% 0.2% 7.8% 0.4%
Civilian noninstitutional population (C) 274,955|| 274,858 97 273,197 1,758
Participation rate [(A+B)/C] 61.8 61.9 -0.1 62.6 -0.8
Employment-population ratio [A/C] 59.1 59.2 -0.1 60 -0.9
Not in labor force 104,959 99,669 5,290 100,142 4,817

Source: Bureau of Labor Statistics
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The NFIB’s optimism index rose 0.1 to 95.9 in April; however, components were mixed. Plans to increase employment, to make capital
expenditures, or to increase inventories all fell in the month. Expectations for the economy or real sales to improve both fell; but ironically,
current job openings have increased slightly as did plans to raise prices.

NFIB Small Business Optimism Index

National Federation of Independent Business
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The LSEG IBES consensus earnings estimate for 2026 rose $8.62 to $336.49, the 2027 forecast rose $5.91 to $386.70 and the 2028 forecast rose $6.50
to $435.44. The S&P Dow Jones consensus earnings estimate rose $2.16 for 2026 to $333.72 and rose $2.67 to $384.61 for 2027. The market is trading
at 22.0 times the IBES 2026 estimate and 19.2 times the 2027 estimate. The forward earnings yield of 4.7% and dividend yield of 1.1% compare well to a
10-year Treasury bond yield of 4.4%. Plus, the S&P Dow Jones 12-month sum of operating earnings shows a gain of 21.1% YQY, far better than the 75-
year average of 8.1% YOY.

Consensus Calendarized EPS Estimates
S&P Dow Jones and LSEG IBES Bottoms-Up SP500 Consensus Operating Earnings
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The SPX trailing 4-quarter operating earnings multiple is 24.7 after reaching an attractive intra-month low of 20.7 times earnings in early April 2025. PE
multiples remain stable in the face of rising stock prices due to higher earnings results, but the trailing PE is above both the 50-year average of 17.3 times
and the 5-year average of 23.1. Including 2026 S&P Dow Jones estimates, the 12-month forward PE multiple is 20.8 times and well above its long-term
average of 17.9 times. When this PE is added to inflation of 3.8%, it comes to 24.6, which places it above the normal range of 15.0 to 24.4, due to the rise
in inflation in April.

. SP500: 12-Month Trailing Operating PE
1 ===-5Year Average 23.0
30 - ——-10 Year Average 22.1 --
4 eese¢20 Year Average 19.5 "
28 — - 30 Year Average 20.3 "
| ===-50 Year Average 17.4 i
26 = 1947 to date Average 16.2 b
IHEER NN EEE RN BRI 74 Year Standard Deviation (10.3) = ik
oa L) e 74 Year Standard Deviation (20.3)
) —o— 12-Month Trailing Operating PE
VN 8 5, 90004 0 1 P O PO D0 Y 1 7 SR =/ 1 AP PO PSR S0 | YOI B
20 IS i i baaus kg vlobtiaeh aclolsbsauertidoiortdoicle bt qgolhsddabl b oo o e oole b
18 G %
‘ 3
16
14
12
10
8
6 & Source: Dudack Research Group: S&RDowJonesy || | |1 1 L ]
NO T~ MUMNOODODTTMOLUOLNOOD T OMOUOLNMNODODTTOUOLONDTTOLULUND T NVONUOUNDDTOUOMNOOOTTMWUOUNOO®
< S0 W0 WWw © N~ N~ N~ c O VDD OOO0OO0OO0O ™™ AN ANANANAN
(o>l <)M e> RN e)Me) N e) B> Mo i) e iNe) e e Mo lNe) e o NoNoNoONoNoONoNoONoNoONoNeolololeolo oo oo oo oo o Ne)
T T T T T T T T T T T T T T T T TN NANNNNNNNNNNNNN
*
The Rule of 23
Sum of the SP500 operating PE and CPI
46 (based upon 1955 - 2025 average PE is 19.7X)
44 —o— With Forward S&P Earnings Estimate
42 1 ] e With Trailing S&P Earnings Estimates
40 - 3
38 1
36 - 4
34 ] Nov 2007%(31.4
32 | March 2000 = 32.1 & § d March 2022 = 32.1
30 1
28
26 - + standard dev = 24.4 = Oveyvalued/Unfavorable*
24 ~
22 1
20
18 1
16
147 ayorable
12 9
10 1
81 &
6 1 &
1%
; 1 & Source: Dudack Research Group; Standard & Poor's; BLS;*Previously known as the Rule of 21
N N N N e e e
< S W0 WWWnWN (e} N~ [} [ce} w O D DO O O OO ™ v™vw ™ v AN NANANN
[e>lNe) N> Mo B e o) Mo B eI Be>Re >IN e) Mo Re>iNe) o) Mo iNe) Mo e Re) Mo Moo Mo Mo N Ne oo oo o lololololoNoNo ol o)
- T T T T T T T T T T T T T T TN ANANNNNNNNNNNNNN




US Strategy Weekly May 13, 2026 9
D3G ay y May

The 25-day up/down volume oscillator is 0.92, down from last week, still neutral, after nearly reaching
an overbought reading of 3.0 or greater. The recent advance materialized after the March 27, 2026,
reading of negative 1.8, the lowest readings since April 2025. Note in the chart that levels of roughly
negative 2.0 have marked the end of every correction since October 2023.

The potential of a long and/or extreme overbought reading would be bullish in the indicator, and the
last positive readings were the one-day overbought readings of 3.15 on July 3 and 3.05 on July 25 in
2025. These readings followed the indicator being overbought for nine of eleven days in May during
which it reached a peak of 5.10 on May 16. The 5.10 reading was bullish and was the highest over-
bought reading since August 18, 2022, which appeared shortly after the market rebounded from its low
of June 16, 2022. Overall, this was incredibly positive performance and characteristic of a bull market
cycle.

SPX and 25-Day Volume Oscillator
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The 10-day average of daily new highs was 445 this week and new lows were 94. This combination of daily new highs above 100 and
new lows below 100 keeps this indicator positive. On April 11, 2025, the 10-day new low index (823) was the highest since the September-
October 2022 low (882). The NYSE cumulative advance/decline line made a new high on May 6, 2026, and is bullish.
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Last week’s AAIl survey showed bullishness rose 0.2% to 38.4% and bearishness fell 6.7% to 33.0%. Bullishness remains above average for the second
week in a row, while bearishness is above average for the 13th week in a row. In the first week of 2026, bearishness was at its lowest level since October
2024. On April 2, 2025, the reading of 61.9% bearishness was a new high for this cycle and the most positive since November 21, 1990, of minus 36.3%
(just after the S&P 500 low on October 11, 1990, at 295.47, down 20%). The 8-week bull/bear rose to negative 7.5% this week and neutral after five
positive readings in a row. These were the first positive readings since September 2025.
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GLOBAL MARKETS AND COMMODITIES - RANKED BY YEAR-TO-DATE TRADING PERFORMANCE

Source: Dudack Research Group; LSEG

Priced as of May 12, 2026
Blue shading represents non-US and yellow shading represents commodities

Index/EFT Symbol Price 5-Day% | 20-Day% QTD% YTD%
United States Oil Fund, LP uso 144.30 0.1% 15.6%) 13.4%) 108.6 %)
iShares MSCI South Korea Capped ETF EWY 178.50 2.9% 28.7%| 17.9%| 83.6%| : Outperformed SP500
Oil Future CLc1 102.18 -0.1% 5.8% 0.8% 78.0%| | Underperformed SP500
SPDR S&P Semiconductor ETF XSD 551.00 6.3%)| 48.6% 57.0% 71.3%)
iShares DJ US Oil Egpt & Services ETF IEZ 31.41 -1.0% 6.7% 8.5%) 50.5%)
iShares MSCI Taiwan ETF EWT 93.77 1.1% 21.9% 23.9% 47.6%
Energy Select Sector SPDR XLE 57.57 -3.2% 1.1% 3.0% 28.8%
iShares US Telecomm ETF Yz 41.76 -1.5% 1.4% 5.1% 23.2%
iShares Silver Trust SLV 82.54 19.2%)| 13.7%)| 15.3% 22.0%
Silver Future Slc1 85.13 16.4%) 11.5%) 14.0%) 21.4%
iShares MSCI Brazil Capped ETF EwZ 38.24 -3.7% -7.5% -0.4% 20.4%
iShares MSCI| Emerg Mkts ETF EEM 65.82 0.6% 8.7%) 15.9% 20.3%
Technology Select Sector SPDR XLK 175.20 5.8%)| 22.8% 26.3% 20.1%
iShares Russell 2000 Value ETF IWN 209.64 0.0% 5.2% 6.1% 15.7 %
iShares MSCI| Mexico Capped ETF EWwW 79.99 3.1%) 0.6% 6.3% 15.4%
NASDAQ 100 NDX 29064.80 3.7%)| 15.7%)| 16.4% 15.1%
Materials Select Sector SPDR XLB 52.14 1.2% 0.3% -2.4% 15.0%
iShares Russell 2000 ETF IWM 282.57 0.0% 8.1% 8.1%| 14.8%
iShares Russell 2000 Growth ETF IWOo 368.58 0.1% 11.1%) 9.9% 14.1%
iShares MSCI Japan ETF EWJ 92.06 3.1%) 4.5% -0.3% 14.0%
iShares MSCI| Hong Kong ETF EWH 24.18 2.0% 1.3% -0.1% 13.8%
Industrial Select Sector SPDR XLI 174.35 1.1% 1.6% -1.6% 12.4%
Nasdaq Composite Index IXIC 26088.20 3.0%) 13.9%) 15.1% 12.2%
iShares MSCI Australia ETF EWA 29.32 0.4% -1.7% 5.6% 12.0%
Vanguard FTSE All-World ex-US ETF VEU 82.11 1.0% 3.7% 9.3% 11.6 %
iShares MSCI Austria Capped ETF EWO 39.51 1.5% 2.8% 11.4% 11.4%
iShares Russell 1000 Value ETF IWD 234.21 0.9% 5.6% 3.9% 11.3%
iShares MSCI Malaysia ETF EWM 30.16 1.0% 5.3% 3.2% 10.2%
iShares US Real Estate ETF IYR 102.85 0.9% 3.9% 1.6% 9.5%)
SPDR Gold Trust GLD 432.93 3.5%) -1.0% 0.6% 9.2%)
Consumer Staples Select Sector SPDR XLP 84.44 0.5% 2.5% -6.2% 8.7 %
Gold Future GCc1 4677.60 2.7% -1.8% 0.6% 8.1%)
SP500 .SPX 7400.96 2.0% 8.6% 7.6% 8.1%
iShares MSCI| Canada ETF EwWC 58.27 1.0% 2.7% 6.4% 8.0%
iShares Russell 1000 ETF wB 402.41 1.8% 8.2% 6.9% 7.8%
iShares MSCI| EAFE ETF EFA 103.14 1.1% 0.9% 6.2% 7.4%
Shanghai Composite .SSEC 4214.49 2.5% 5.7% 1.2% 6.2%
iShares MSCI United Kingdom ETF EWU 46.60 0.3% -2.2% -4.3% 6.0%
Utilities Select Sector SPDR XLU 45.19 -2.5% -3.8% -5.3% 5.9%
iShares MSCI Singapore ETF EWS 28.98 0.9% 0.0% 0.7% 5.3%
iShares Russell 1000 Growth ETF IWF 124.24 3.3%) 9.8%) 10.4%) 5.0%
SPDR DJIAETF DIA 497.89 1.0% 3.9% 1.7% 3.6%
DJIA .DJI 49760.56 0.9% 3.8% 1.6% 3.5%
SPDR S&P Bank ETF KBE 62.70 -2.2% -0.2% 2.7% 3.3%
iShares Nasdaq Biotechnology ETF IBB.O 172.28 1.1% 1.7% -1.8% 21%
Consumer Discretionary Select Sector SPDR XLY 118.29 0.2% 4.8% 1.2% -0.9%
iShares MSCI| Germany ETF EWG 41.94 -1.1% 0.8% 5.7% -1.3%
iShares iBoxx $ Invest Grade Corp Bond LQbD 108.56 -0.1% -0.6% -0.4% -1.5%
Communication Services Select Sector SPDR Fund XLC 115.86 0.2% 1.7% 4.5% -1.6%
iShares 20+ Year Treas Bond ETF TLT 84.99 -0.5% -1.7% -2.0% -2.5%
iShares China Large Cap ETF FXI 37.33 2.3% 3.0% 0.1% -2.5%
SPDR Homebuilders ETF XHB 99.97 -2.8% -3.7% -13.3% -2.9%
iShares MSCI BRIC ETF BKF 41.96 -0.3% -0.6% 3.2% -4.2%
SPDR S&P Retail ETF XRT 80.70 -4.4% -2.5% -7.2% -5.4%
PowerShares Water Resources Portfolio PHO 66.40 -3.0% -4.4% -0.7% -5.7%
Health Care Select Sect SPDR XLV 145.85 0.4% -1.0% -9.0% -5.8%
Financial Select Sector SPDR XLF 51.58 0.0% 1.6% 0.3% -5.8%
iShares MSCI India ETF INDA.K 47.52 -3.3% -3.7% 1.5% -12.1%
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SECTOR RELATIVE PERFORMANCE — RELATIVE OVER/UNDER/ PERFORMANCE TO S&P 500

DRG Recommended Sector Weights

Overweight

Communication Services
Technology
Industrials
Financials

Neutral
Healthcare
Staples
Utililties
Consumer Discretionary

Underweight

REITS
Materials
Energy

12/23/2025: Shifted Consumer Discretionary from overweight to neutral and Industrials from neutral to overweight.

Technology* Sector relative to SPX

Healthcare Sector relative to SPX

REITS Sector relative to SPX
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US Asset Allocation

Benchmark DRG % Recommendation
Equities 60% 60% Neutral
Treasury Bonds 30% 30% Neutral
Cash 10% 10% Neutral
100% 100%

Source: Dudack Research Group; 11/26/2024: moved 5% cash to equities

DRG Earnings and Economic Forecasts

S&P Dow DRG LSEG IBES | LSEG IBES | S&P | S&P GDP | GDP Profits
S&P_ 500 Jones Operating | DRG EPS g"“se"sl‘js ‘;" "55“555 Op PE | Divd | Annual | post-tax w/
Price Orerad |EPSForecast| Yoy |°o'ionlP [ BoUSTP | Ratio | Yield | Rate IVA&CC | YOY%

2008 903.25 $49.51 $49.51 -40.0% $65.47 -23.1%| 18.2X| 2.5% 0.1% $1,029.90 -9.8%)
2009 1115.10 $56.86 $56.86 14.8% $60.80 -71%| 19.6X| 2.6% -2.6% $1,182.90 14.9%)
2010 1257.64 $83.77 $83.77 47.3% $85.28 40.3%| 15.0X| 1.9% 2.7% $1,456.50 23.1%
2011 1257.60 $96.44 $96.44 15.1% $97.82 14.7%| 13.0X| 2.0% 1.6% $1,529.00 5.0%
2012 1426.19 $96.82 $96.82 0.4% $103.80 6.1%| 14.7X| 21% 2.3% $1,662.80 8.8%
2013 1848.36 $107.30 $107.30 10.8% $109.68 5.7%| 17.2X| 2.0% 21% $1,648.10 -0.9%)
2014 2127.83 $113.02 $113.01 5.3% $118.78 8.3%| 18.8X| 2.2% 2.5% $1,713.10 3.9%
2015 2043.94 $100.45 $100.45 -11.1% $117.46 -1.1%| 20.3X| 2.1% 2.9% $1,664.20 -2.9%)
2016 2238.83 $106.26 $106.26 5.8% $118.10 0.5%| 21.1X| 1.9% 1.8% $1,661.50 -0.2%)
2017 2673.61 $124.51 $124.51 17.2% $132.00 11.8%| 21.5X 1.8% 2.5% $1,816.60 9.3%
2018 2506.85 $151.60 $151.60 21.8% $161.93 22.7%| 16.5X| 1.9% 3.0% $2,023.40 11.4%)|
2019 3230.78 $157.12 $157.12 3.6% $162.93 0.6%| 20.6X| 1.8% 2.6% $2,065.60 21%
2020 3756.07 $122.38 $122.38|  -22.1% $139.72 142%| 30.7x| 1.6%| -22%|  $1,968.10  -4.7%
2021 4766.18 $208.17 $208.17 70.1% $208.12 49.0%| 22.9X 1.3% 6.1% $2,382.80 21.1%
2022 3839.50 $196.95 $196.95 -5.4% $218.09 4.8%| 19.5X| 1.7% 2.5% $2,478.80 4.0%)|
2023 4769.83 $213.53 $213.53 8.4% $221.36 1.5%| 22.3X| 1.5% 2.9% $3,132.90 26.4%
2024 5614.66 $233.36 $233.36 9.3% $242.73 9.7%| 24.1X| 1.3% 2.8% $3,270.60 4.4%)
2025 6845.50 $274.44 $274.44 17.6% $271.29 11.8%| 24.9X 1.2% 21% $3,605.70 10.2%)|
2026E @ | ~~~~~ $333.72 $330.00 20.2% $336.49 24.0%| 22.2X NA NA NA NA|
2027E ndadedadad $384.61 $382.00 15.8% $386.70 14.9%| 19.2X NA NA NA NA
2019 1Q 2834.40 $37.99 $37.99 4.0% $39.15 2.8% 18.5 1.9% 2.5% $2,124.50 4.7%|
2019 2Q 2941.76 $40.14 $40.14 3.9% $41.31 0.8% 19.0 1.9% 3.4% $2,147.20 3.7%
2019 3Q 2976.74 $39.81 $39.81 -3.8% $42.14 -1.2% 19.5 1.9% 4.8% $2,220.30 7-2%
2019 4Q 3230.78 $39.18 $39.18 11.8% $41.98 1.9% 20.6 1.8% 2.8% $2,199.60 4.8%)|
2020 1Q 2584.59 $19.50 $19.50 -48.7% $33.13 -15.4% 18.6| 2.3% -5.2% $1,993.80 -6.2%)
2020 2Q 4397.35 $26.79 $26.79 -33.3% $27.98 -32.3% 35.1 1.9%| -28.0% $1,785.00 -16.9%)
2020 3Q 3363.00 $37.90 $37.90 -4.8% $38.69 -8.2% 27.3 1.7% 34.9% $2,386.80 7.5%
2020 4Q 3756.07 $38.19 $38.19 -2.5% $42.58 1.4% 30.7 1.6% 4.6% $2,137.60 -2.8%)
2021 1Q 3972.89 $47.41 $47.41 143.1% $49.13 48.3% 26.4 1.5% 5.7% $2,401.00 20.4%
2021 2Q 4297.50 $52.03 $52.03 94.2% $52.58 87.9% 24.5 1.3% 7.0% $2,596.30 45.5%
2021 3Q 4307.54 $52.02 $52.02 37.3% $53.72 38.8% 22.7 1.4% 3.3% $2,553.30 7.0%
2021 4Q 4766.18 $56.71 $56.71 48.5% $53.95 26.7% 229 1.3% 7.0% $2,521.90 18.0%)|
2022 1Q 4530.41 $49.36 $49.36 4.1% $54.80 11.5% 21.6 1.4% -1.0% $2,497.90 4.0%)|
2022 2Q 3785.38 $46.87 $46.87 -9.9% $57.62 9.6% 18.5| 1.7% 0.6% $2,712.60 4.5%)
2022 3Q 3585.62 $50.35 $50.35 -3.2% $56.02 4.3% 17.6| 1.8% 2.9% $2,754.60 7.9%
2022 4Q 3839.50 $50.37 $50.37 -11.2% $53.15 -1.5% 19.5| 1.7% 2.8% $2,700.10 7.1%
20231Q 4109.31 $52.54 $52.54 6.4% $53.08 -3.1% 20.5| 1.7% 2.9% $2,588.60 3.6%
2023 2Q 4450.38 $54.84 $54.84 17.0% $54.29 -5.8% 214 1.5% 2.5% $2,601.80 -4.1%)
2023 3Q 4288.05 $52.25 $52.25 3.8% $58.41 4.3% 20.4| 1.6% 4.7% $2,697.90 -2.1%)
2023 4Q 4769.83 $53.90 $53.90 7.0% $57.16 7.5% 223 1.5% 3.4% $2,803.20 3.8%
2024 1Q 5254.35 $54.63 $54.63 4.0% $56.56 6.6% 244 1.3% 0.8% $2,726.80 5.3%
2024 2Q 5521.50 $58.36 $58.36 6.4% $60.40 11.3% 2521 1.3% 3.6% $3,110.60 19.6%)|
2024 3Q 5521.50 $59.16 $59.16 13.2% $63.21 8.2% 24.4 1.3% 3.3% $3,078.50 14.1%)|
2024 4Q 5881.63 $61.21 $61.21 13.6% $65.00 13.7% 25.2 1.3% 1.9% $3,270.60 16.7%)|
2025 1Q 5611.85 $62.91 $62.91 15.2% $63.07 11.5% 23.2| 1.4% -0.6% $3,252.40 19.3%)
2025 2Q 6204.95 $66.34 $66.34 13.7% $66.68 10.4% 249 1.2% 3.8% $3,259.40 4.8%)|
2025 3Q 6688.46 $71.88 $71.88 21.5% $72.77 15.1% 25.5 1.2% 4.4% $3,411.70 10.8%)|
2025 4Q 6845.50 $73.31 $73.31 19.8% $72.87 12.1% 249 1.2% 0.5% $3,605.70 10.2%)
2026 1QP 6528.52 $78.52 $75.00 19.2% $74.41 18.0% 225 1.2% 2.0% NA NA|
2026 2QE* 7400.96 $80.09 $79.00 19.1% $81.08 21.6% 244 11% NA NA NA
2026 3QE NA $86.08 $87.00 21.0% $86.42 18.8% 23.3 NA NA NA NA
2026 4QE NA $89.03 $89.00 21.4% $89.52 22.8% 22.2 NA NA NA NA
Source: DRG: S&P Dow Jones **quarterly EPS may not sum to official CY estimates: LSEG IBES Consensus estima 5/12/2026
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