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The Yo-Yo of FOMO and HALO

Markets have been swinging between two competing forces. One is FOMO —the
fear of missing out — which keeps pulling money toward richly valued Al,
hyperscalers and semiconductor/memory stocks. The other is HALO — heavy
assets, low obsolescence — durable, asset-intensive businesses like utilities,
energy, and industrials that are hard to disrupt with new technology. The tug-of-war
between the two has been the main source of volatility throughout 2026, and this
week it played out for all in full view.

Exhibit 1: Growth Versus Value - Indexed Performance
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But the recent volatility wasn’t only caused by deepening concerns regarding Al
capex spending. There were plenty of other culprits, such as renewed fighting in the

Middle East, rising oil prices, manic inflation trends, and the possibility of Federal
Reserve rate hikes.

The US-Iran conflict has settled into a grinding war of attrition centered on the Strait
of Hormuz with daily strikes on both sides. Oil transit through the Strait is down
significantly, and nuclear disarmament talks are at a standstill. As a result, brent
crude climbed from roughly $79 toward $85 a barrel. But markets are now viewing
this conflict as background noise rather than a crisis. Workarounds are being built
out to transport oil (alternative routes/pipelines), and historical net-importers, such

as the U.S., are now exporters, dampening the impact of historical draws on
strategic oil reserves.
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Inflation blinked this week. June’s consumer prices actually fell 0.4% month over
month (M/M), the first outright monthly decline in six years. In addition, core prices
(ex-food/energy) were flat, taking annual rates down to 3.5% and 2.6%, respectively.
Producer prices also fell 0.3% M/M, the coolest reading since spring 2025. The
readthrough suggests that the inflation pressure that had been building a case for
rate hikes just lost steam.

New FOMC Chair Warsh, in his first congressional testimony, brought a tough tone
regarding inflation, but continues to suggest patients. But while professing no
tolerance for inflation, there was no declaration of victory, and as everybody
expected, no forward guidance. Notably, Chairman Warsh once again signaled
discomfort with the size/duration of the Fed’s $6.7 trillion bond portfolio. While the
Fed has now entered its quiet period ahead of the July 28-29 meeting, we would not
be surprised that rather than hiking rates into 2026, focus will fall squarely on
guantitative tightening (removing Treasury capacity from its balance sheet), and
effectively placing upward pressure on Treasury rates.

Still, the selloff in Al-linked stocks intensified this week, and took center stage, with
some related equities now down over 20% from their early-June peak, rivaling the
tariff-driven selloff of April 2025. At the root of the consolidation is not only more
recent concerns about Chinese open-source Al models rivaling the leading
American systems at lower costs, but continued fears that Al capital spending, now
roughly 2.5% of U.S. GDP, cannot generate returns large enough to justify today’s
lofty Al infrastructure/large-cap tech valuations.

But while certain segments of the market are facing fierce headwinds, others are
doing just fine. Big-banks opened the 2Q26 reporting season with force, and the
earnings results, in general, were very strong. Overall, with 35 S&P 500 companies
reporting through Thursday, earnings growth is running at 58.5% and companies are
beating estimates by 17.2%, on pace with 1Q26, and trending toward growth in the
high-20s. But we expect a “what have you done for me lately” mentality on the part
of investors. We have already seen only modest price gains associated with
companies beating on both sales and earnings, but punishment for misses.

While concerning, the recent Al/Tech swoon is concerning, but we view this as a
buying opportunity for long-term investors. We simply feel that the demand
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proposition for Al, hyperscalers and energy infrastructure remains in a nascent stage
- and the recent re-rating of valuations, make this case even more compelling.

We’d love to hear your thoughts.
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Disclosure:

The information in this publication and references to specific securities, asset classes and financial markets are provided for
illustrative purposes and do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor do they
constitute an endorsement with respect to any investment area or vehicle. This material serves to provide general information
to clients and is not meant to be legal or tax advice for any particular investor, which can only be provided by qualified tax and
legal counsel.

Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not guaranteed.
Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state
or federal agency), are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk,
including the loss of principal amount invested.

Portfolios are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign
investments may be less liquid, more volatile and less subject to governmental supervision than in the United States. The
values of foreign securities can be affected by changes in currency rates, application of foreign tax laws, changes in
governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks,
charges, and expenses of ETFs carefully before investing. This and other information are contained in the fund's prospectus,
which may be obtained from your investment professional. Please read it before you invest. Investments in ETFs are subject
to risk, including possible loss of the principal amount invested.

This information is being provided to current Northeast Private Client Group clients and should not be further distributed
without Northeast Private Client Group's approval. S&P 500 Index is a market index generally considered representative of the
stock market as a whole.

The index focuses on the large-cap segment of the U.S. equities market. Dow Jones Industrial Average is a widely used
indicator of the overall condition of the stock market, a price-weighted average of 30 actively traded blue chip stocks,
primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the
performance of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of
market capitalization. NASDAQ Composite Index is a market value-weighted index that measures all NASDAQ domestic and
non-U.S. based common stocks listed on the NASDAQ stock market. Each company's security affects the index in proportion
to its market value. This commentary contains forward-looking statements and projections.

Actual results may differ from current expectations based on a number of factors including but not limited to changing market
conditions, leverage and underlying asset performance. Northeast Private Client Group makes no representation or warranty,
express or implied that this information shall be relied upon as a promise or representation regarding past or future
performance.

This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such
opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are unmanaged,
and one cannot invest directly in an index. Data and rates used were indicative of market conditions as of the date shown.

Opinions, estimates, forecasts, and statements of financial market trends are based on current market conditions and are
subject to change without notice. Securities products and advisory services offered through Park Avenue Securities LLC
(PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-
owned subsidiary of The Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private Client
Group is not an affiliate or subsidiary of PAS or Guardian. 9001877.1 Exp. 6/2028
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