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Key Observations

U.S. equity indices posted gains during the holiday-shortened
week as economically sensitive sectors continued to lead
across the market capitalization spectrum. Within the S&P 500,
the communication services, energy, financials, and industri-
als sectors outperformed the broader index, while classically
defensive sectors such as consumer staples and health care
lagged.

Abroad, Japanese stocks were noticeably weak, giving back a
small portion of their sizable year-to-date gains as investors
finally took profits. The MSCI EAFE developed markets index
still gained 0.8% on the week as Japan's weakness was more
than offset by strength out of Eurozone and U.K. indices. On the
emerging markets front, Brazil, South Africa, South Korea and
Taiwan propelled the MSCI Emerging Markets (EM) index to an
impressive weekly gain

U.S. Treasury yields closed the week modestly higher across the
curve as economic data, U.S./Iran tensions, and the Supreme
Court's decision to strike down the bulk of U.S. tariffs currently
in place served to keep both buyers and sellers on their toes.
U.S. corporate high yield performed relatively well despite news
out of one high profile fund sponsor in the private credit space
that they would be putting up gates and limiting redemptions.
This is evidence of robust risk appetite and a continued will-
ingness by investors to reach for higher yields in lower quality
bonds.
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What We're Watching This Week

The Conference Board releases its February Consumer Confi-
dence survey on Tuesday, with the reading expected to improve
to 88.0 from 84.5 in January.

Semiconductor behemoth Nvidia (NVDA) is set to post quar-
terly results on Wednesday, and with the $4.6 trillion company
accounting for 7.6% of the S&P 500, we would expect results to
prove market moving.

The U.S. Producer Price Index (PPI) for January is released on
Friday, with Final Demand PPI expected to have risen 0.3%
during the month, which would be a deceleration from the 0.5%
print the prior month.
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Price/Yield Total Return (%)
2/20/2026 1 Week Ago 1 Month Ago Year to Date 1 Year 3 Years 5 Years
S&P 500 6,909.51 1.11 0.60 1.1 14.38 21.71 1373
NASDAQ 100 25,012.62 1.15 -1.18 -0.86 14.14 2851 13.88
S&P Mid Cap 400 3,606.95 124 258 9.27 15.20 1327 896
S&P Small Cap 600 1,604.98 0.52 1.19 9.50 15.21 10.79 6.21
MSCI World ex US 460.07 092 6.05 940 3536 1843 852
MSCI EM 1,567.23 0.79 591 11.68 4140 19.14 435
Bloomberg US. Aggregate 4.24 -0.08 1.25 1.20 748 5.02 0.24
Bloomberg Corporate 4.75 0.02 1.19 1.26 7.89 6.38 0.68
Bloomberg USHigh Yield 6.56 0.18 0.35 0.92 7.79 9.92 4.43
Bloomberg EM USD Aggregate 5.68 0.11 139 141 10.96 9.29 203
Bloomberg Global Aggregate ex-USD ($Hedged) 2.77 0.48 158 129 3.03 3.82 0.00
Bloomberg Municipal Bond 3.33 0.23 1.28 1.86 538 430 1.13
Price/Yield
2/20/2026 1 Week Ago 1 Month Ago 12/31/2024 1Year Ago 3 Years Ago 5Years Ago

SOFR (yield) 3.67 3.66 3.64 4.49 4.33 4.55 0.02
30 Year Mortgage (average rate) 6.20 6.18 6.18 7.28 6.99 6.85 3.04

2 Year Treasury (yield) 3.48 3.41 3.60 4.24 4.27 4.62 0.10
10 Year Treasury (yield) 4.08 4.05 4.29 4.57 4.51 3.81 1.34
30 Year Treasury (yield) 4.72 4.69 4.92 4.78 4.75 3.87 213
WTI Crude (closing price) 66.39 62.89 60.34 71.72 7257 76.34 59.24
Gold (NYM $/02) 5,059.30 5,022.00 4,765.80 2,641.00 2,940.00 1,840.40 1,775.80

Source: Bloomberg (3- and 5-Year Annualized)

Stocks

The S&P 500 Remains Range Bound In Holiday-
Shortened Week; Earnings Season Supportive 0f A
Constructive Outlook On U.S. Stocks; Eurozone Breadth
Positive, While Japanese Stocks Finally Cool Off After A
Hot Start To The Year.

Narrow Trading Range For The S&P 500 Holds As February Lives
Up To Its Billing As A Challenging Month. The S&P 500 continued to
trade in a narrow range moored around the 6,900 level over the balance

of last week, briefly eclipsing that mark on Wednesday before geopolitical
tensions put upward pressure on commodity prices and weighed on risk
appetite. The index gained 1.1% on the week but remains lower by 0.3%
month-to-date. From a sector leadership perspective, energy rose again by
another 1% on the week as West Texas Intermediate (WTI) crude oil rallied
on escalating tensions between the U.S. and Iran as Iran moved to block part
of the Strait of Hormuz, a critical shipping channel in the Middle East. The
industrials sector also performed well, rising 1.7% as John Deere (DE) and
GE Aerospace (GE) rallied following quarterly earnings releases. On the other
side of the coin, the consumer staples sector fell 1.8%, weighed down by
General Mills (GIS), Mondelez (MDLZ) and Walmart (WMT), among others, with
each falling by 5% or more on the week. Notably, the information technology
sector closed out the week with a 0.9% gain, a welcome sight after the
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software industry has had a February to forget and has acted a drag on the
tech sector. While one week doesn't make a trend, it's encouraging that the
technology sector at large and the software industry, specifically, appeared
to stabilize.

Checking In On Earnings Season. 85% of the companies in the S&P
500 has reported quarterly results through last Friday, with the average
company posting sales growth of 8.9% and earnings growth of 12.3%, which
compares favorably to the 2.1% and 6.3% figures from 3025 reporting
season. The average positive earnings surprise has been 7.7%, with the
industrials and materials sectors stand-out performers, posting average
upside surprises to the consensus earnings estimate of 23.5% and 20%, re-
spectively. From an earnings growth perspective, the financials, industrials,
information technology, and materials sectors have each seen their earnings
growth by 16.5% or more year over year, while the consumer staples, con-
sumer discretionary, health care, real estate, and utilities sectors have each
seen their earnings grow by less than 3% year over year, with the consumer
discretionary sector actually reporting a 0.6% earnings drop.

Japanese Stocks Take A Well-Deserved Rest While Eurozone
Indices Post Gains. The MSCI developed market index rose 0.8% last
week even with the MSCI Japan index falling 2.1% on the week. It's worth
noting that even after last week’s drop, the MSCI Japan is still higher by
12.7% so far this year, and 87% of Nikkei 225 constituents are still trading
above their 200-day moving average, implying impressive participation in
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the rally. Some weakness/profit taking in Japanese stocks should have been
expected after such a sizable move in a short period of time. While painful
in the near-term, last week's drawdown eases overbought conditions and
will put the MSCI Japan on firmer footing. In contrast to Japanese stocks,
most Eurozone country indices turned out modest gains on the week, and
we are encouraged by how broad-based participation has been so far this
year with two-thirds of the Euro Stoxx 600 index trading above their key
200-day moving average, while the UK FTSE 100, IBEX 35 in Italy, German DAX
and FTSE MIB in Spain boast an even higher percentage of stocks above this
key moving average. The MSCI EAFE developed markets index carries just

a 9.5% weight to the information technology sector, so investors seeking
diversification with far less exposure to areas believed to be most at risk

of displacement from Al could find what they are looking for in developed
markets abroad.

Bonds

Geopolitical Tensions Spur Buying In Treasuries Despite
Mostly Upbeat Economic Data; Currency-Hedged
Foreign Bonds Fare Relatively Well; Private Credit
Stress Contained For Now As High Yield Spreads Narrow
On The Week.

Treasury Yields Little Changed As Mostly Upbeat Economic Data,
Geopolitical Tensions Offset One Another. The 10-year U.S. Treasury
yield closed the holiday-shortened week higher by 3-basis points as mostly
upbeat U.S. economic data and escalating U.S./Iran tensions largely offset
one another. The 10-year yield rose early in the week following a series

of upbeat economic data releases on the heels of the February Empire
Manufacturing survey, the preliminary reading on durable goods orders
from December, and January industrial production which all surprised to
the upside. The 10-year caught a bid mid-week and the yield fell as tensions
flared between the U.S. and Iran, leading to a flight to quality/safety as
investors sought a port in the geopolitical storm.

To close out the week, U.S. Personal Consumption Expenditure (PCE), the
FOMC's preferred inflation gauge, from December was released on Friday,
with core PCE rising 0.4% month over month and 3.0% year over year, a

bit hotter than the consensus estimates of 0.3% and 2.9%, respectively.
But the 10-year yield barely budged as investors appeared to take their cue
from the 40 GDP report which showed the U.S. economy grew by just 1.4%
year over year during the quarter, half of the 2.8% estimate. While growth to
close out the year was indeed lackluster, the shortfall appears to be almost
entirely due to the government shutdown in October and November. Our view
remains that fiscal stimulus is likely to spur a U.S. economic upswing in the
coming months/quarters, and with inflationary pressures sticky, we see
minimal near-term downside for U.S. Treasury yields.
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Hedged Foreign Bonds A Relative Bright Spot As The U.S. Dollar
Carves Out A Base. Satellite exposures within fixed income outperformed
traditional core bonds last week, in part due to the diversification benefits
from these exposures derived from the relationship between the U.S. dollar
and interest rates. The modest drift higher in U.S. Treasury yields was driven
largely by better economic data, including stronger U.S. industrial production
and durable goods orders midweek, datapoints that also pushed the U.S.
Dollar Index (DXY) higher to 97.78 a relatively sizable move given its prior
week close of 96.92. The advance in the greenback allowed dollar-hedged
global sovereign bonds to rise by 0.4% on the week, while the Bloomberg
U.S. Aggregate Bond index fell by 0.08%. From a technical perspective, the
DXY has been making a series of higher lows, potentially a sign that the
dollar is trying to carve out a base of support and find a near-term bottom
off its January lows. The next test for the U.S. dollar stands at the 50-day
moving average around 98, and that level has the potential to become a
support level if the dollar can close above it in the coming weeks. Broadly,
we still see appealing value in international sovereign debt markets,
particularly with lofty valuations in both emerging markets and high yield
bonds.

High Yield Corporates Shrug 0ff Private Credit Concerns, But
Worthy 0f Watching For Signs Of Contagion. Valuations in higher
yielding bond sectors, including debt from emerging market countries

and riskier U.S. corporates, improved last week as market participants
struck a more cautious tone as equity market volatility picked up. The
Bloomberg High Yield index finished the week with a 0.1% gain but lagged
the Bloomberg Agg and higher quality Bloomberg U.S. Corporate index as the
drop in U.S. Treasury yields buoyed longer duration areas. The Bloomberg
USD Emerging Bond index returned 0.2% on the week as it carries a duration
profile roughly double that of the U.S. junk bond benchmark. This is just one
of the reasons we see emerging market bonds as a strategic exposure as
there are very few assets that can provide a duration profile over 6 years
with a yield-to-worst of 5.8%, as the investment grade corporate bond index
carries an 8-year duration with just a 4.8% yield. From our perspective,
neither emerging market debt nor corporate credit appears close to cheap,
but both still hold appeal for now if sized appropriately as a component to a
broadly diversified fixed income portfolio.
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