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“Earnings breadth widened last
week, credit quality improved
across the major banks, and
the macro backdrop supports
selective positioning across
cyclicals, including Tech, over
the summer. That said,
positioning is stretched, and
the market has shown its

unwillingness to pay higher
multiples for narratives already
reflected in stock prices.”
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A Little Level-Setting Ahead of a Busy Week of
Earnings

U.S. stocks finished lower last week, with the S&P 500 Index and NASDAQ
Composite snapping back-to-back weekly gains as a sharp selloff in
semiconductors and Al-linked names weighed on major indices. This week,
second-quarter earnings pick up meaningfully, with Alphabet, Tesla, IBM, Intel,
and financial names on deck.

Last week in review:

e The S&P 500 Index fell 1.5% last week, the NASDAQ Composite dropped
2.9%, the Dow Jones Industrial Average slipped 0.9%, and the Russell 2000
Index declined 0.5%. The Philadelphia Semiconductor Index fell 10% and
closed in bear market territory.

e Treasury prices firmed with some curve steepening. The 2-year Treasury
yield fell to 4.18%, the 10-year settled at 4.55%, and the 30-year finished at
5.07%. The U.S. Dollar Index was flat. Gold fell 2.3%, and West Texas
Intermediate (WTI) crude rose +13.7%, its biggest weekly gain since April.

e June core CPI was flat month-over-month, and core PPI rose +0.2%, both
below consensus. June retail sales beat expectations and preliminary July
Michigan consumer sentiment topped estimates, with one-year inflation
expectations falling to 4.2%. Fed Chair Kevin Warsh, in his first semiannual
testimony to Congress, said there is "still work to do" on inflation despite the
cooler prints.

e Second-quarter bank earnings were well received. JPMorgan Chase, Bank of
America, Wells Fargo, Citigroup, and Goldman Sachs delivered strong equity
trading revenue, solid investment banking fees, and constructive
commentary on the consumer. Morgan Stanley also posted strong results.

o Geopolitical tensions escalated again. Multiple rounds of U.S.-Iran strikes
and counterstrikes drove oil higher, and Axios reported the U.S. is sending
additional refueling planes to Israel ahead of a possible expansion of military
operations.

o Last week’s performance was a reminder that the Al trade still drives
the market's overall direction, both up and down. Notably, we believe
the semiconductor selloff looks more like a positioning unwind after a
strong few months of performance rather than a fundamental shift away
from the group. And the rotation into banks, energy, and defensives
suggests investors are rebalancing rather than exiting the market,
which could be a healthy development that allows the market to digest
recent gains as Q2 earnings kick into high gear.

A little level-setting ahead of a busy week of earnings

The Q2 earnings season opened last week with historic bank results. This was
accompanied by cooler-than-expected inflation data, Fed Chair Kevin Warsh's first
testimony to Congress, and a semiconductor selloff that could test investors'
fortitude over the coming weeks. As we noted in recent commentary, the two risks
to watch over this reporting cycle are how investors respond to concentration risk
in the largest Al beneficiaries and the pace of rotation into other parts of the
market. Both were on display last week. That said, the S&P 500 held its ground on
strong earnings across Financials, while the NASDAQ Composite and the
semiconductor complex took larger hits as the market repriced the cost of



sustaining the Al buildout. That dynamic will likely bleed into this week amid several days of heavy profit reports from
mega-cap tech and financial companies.

Big Banks set a very positive tone to start off the Q2 earnings season

The major U.S. banks delivered one of the strongest quarters in years. Collective profits across the five largest firms rose
+39% year-over-year, with combined earnings above $49 billion, according to Bloomberg. If you're keeping score at
home: The banking scorecard stood at 10 earnings beats to 0 misses by the end of the week, meaning analysts were too
conservative coming into the reports.

For example, JPMorgan Chase posted a record quarterly profit, powered by solid results across equity trading that beat
even the highest analyst estimates. CEO Jamie Dimon called the environment "getting close to as good as it gets."
Goldman Sachs set another all-time record in equities sales and trading, its third straight quarter doing so, and investment
banking revenue moved sharply higher. For its part, Morgan Stanley delivered standout performance across wealth
management, prompting a broad wave of analyst target increases.

That said, the less-discussed, more durable signal in last week’s bank earnings ran beneath the trading and capital
markets headlines. Notably, every major bank set aside less money for loan losses in Q2. In our view, that's a direct
“positive” read on the U.S. consumer and corporate borrower, and it signals a meaningful benefit for the U.S. economy
over the intermediate-term outlook. Simply put, solid credit trends across the big banks last quarter, combined with
constructive outlooks for the quarter ahead, could be an important cue into what we see for other non-tech cyclicals as
they report over the coming weeks.

And the earnings strength extends beyond the Big Banks

UnitedHealth raised full-year adjusted earnings per share (EPS) guidance meaningfully and delivered Q2 profit results
that lifted managed care peers. Abbott Laboratories raised full-year guidance on the back of a broad-based revenue beat.
And insurance results were also strong, with Travelers reporting Q2 underwriting profitability well ahead of consensus
estimates on a benign catastrophe quarter.

Thus, the market’s price action last week favored a broader equity approach, given the strength in names kicking off the
earnings season. Case in point: The equal-weight S&P 500 outperformed the cap-weighted index last week, a pattern
largely absent over the last few months as Technology was rallying. Some are framing the current rotation as the
mechanism by which the stock rally could broaden further, arguing that sharp sector rotations could become a more
prominent feature of a maturing bull market rather than a warning of its end. The jury is still out, in our view, but last
week’s price action suggests that early earnings reports could drive more rotation ahead. The catch? The broadening
theme really only helps if the rotation stays orderly. What gets rotated out of (say, Tech) has to hold together well enough
to keep the broader S&P 500 intact.

Selling pressure continues in semiconductors

On that point, how semiconductors and the broader Al hardware space trade over the next several weeks may help shape
broader market sentiment. For example, Taiwan Semiconductor Manufacturing Company (the largest chipmaker in the
world) delivered a solid earnings beat for the previous quarter last week, and guided 2026 sales growth higher. But the
company also raised full-year capex guidance to a record $60-$64 billion. As a result, the stock sold off. ASML raised its
full-year sales outlook for the second time in 2026 and lifted margin guidance. Still, the stock finished the week lower. And
IBM's warning that it would miss profit estimates, which it will report this week, saw the stock sell off roughly 25% on the
day of the announcement, dragging the broader software complex and Al momentum down as well.

Notably, the Philadelphia Semiconductor Index finished the week in a bear market (i.e., down 20% or more from a recent
high) after a nearly +89% rise in the second quarter (so context matters here). Nevertheless, Taiwan's benchmark entered
a technical correction last week, and memory and storage stocks worldwide experienced selling pressure. At the highest
level, we believe the concern comes down to cost. The market is scrutinizing whether the capex burden required to
sustain the Al buildout justifies current multiples, and, in our view, simple earnings beats and guidance raises within Tech
likely no longer clear that bar on their own. Finally, here, Chinese Al startup Moonshot's release of its Kimi K3 model on
Friday added another headwind (i.e., cheaper large language models) at a moment when positioning was already
stretched.



And it’s pretty crowded out there right now

Bank of America’s July fund manager survey showed cash levels at 3.6% of assets, an "uber-low" reading, with U.S.
equity positioning at its highest level since December 2024. Long global semiconductors was the most crowded trade for
a third straight month, and an Al bubble is now the number one tail risk, with 45% of respondents citing the risk, up from
28% in June. Also, insider selling totaled $77.6 billion in the first half of 2026, up +20% year over year and the second-
fastest pace in more than 20 years, according to Bloomberg. Only the pandemic-era 2021 selling was more aggressive.
However, none of that, in our view, constitutes a market top call. Yet, it does help explain why Tech is being sold at these
levels (positioning like this rarely requires a large catalyst to move stock prices). Thus, we would treat such information as
context for how quickly market moves can compound in either direction from here.

Inflation and Warsh help ease near-term rate hikes

June CPI marked the largest decline in inflation in six years, and the PPI release reinforced the cooling trend. However,
much of that was due to lower energy prices, which have climbed higher in July. Nevertheless, odds of a July rate hike
collapsed last week, and Fed Chair Kevin Warsh's first testimony to Congress helped maintain the dovish repricing. We
believe the current inflation, labor, and macroeconomic picture gives policymakers time to hold policy steady through the
summer.

What we're watching this week

Tesla, Alphabet, Intel, Texas Instruments, IBM, and ServiceNow all report this week. However, Alphabet will be a key
focus in the Al trade. Cloud growth could accelerate above the Street's roughly +65% year-over-year estimate, and the
backlog has been trending higher. But capex spend could be the complicating factor. Any upward revision here comes
amid an environment that just punished others for the same factor, and a reported delay to Google's flagship Gemini 3.5
Pro model adds an overhang on competitive positioning against Anthropic and OpenAl.

For Texas Instruments, investors will want to see whether demand from industrial customers and data centers held up in
Q2 and whether management's outlook for the second half points to lasting trends. For Intel, the focus will be on server
chip demand, progress on its next-generation manufacturing technology, and whether profit margins can improve from
here despite rising input costs. Strong results and outlooks from both would support the view that last week's selloff in chip
stocks was a rotation rather than a broader breakdown in the Al trade. Of course, any signs of slowing demand or margin
pressure in these two names would likely extend the recent weakness in semis.

Notably, IBM's formal release this week is the first chance for management to explain last week's preliminary miss that
dragged Microsoft, Oracle, Workday, and Salesforce lower. Whether the miss reflects company-specific execution or a
broader enterprise IT spending slowdown will be the focus, particularly given that ServiceNow reports the same day and
SAP later in the week. Finally, American Express’s report will provide a look at premium-consumer trends, and the
consumer credit trio of Synchrony, Ally, and Capital One will show whether the credit quality improvement seen at the
major banks extends past prime borrowers.

Bottom line: Earnings breadth widened last week, credit quality improved across the major banks, and the macro
backdrop supports selective positioning across cyclicals, including Tech, over the summer. That said,
positioning is stretched, and the market has shown its unwillingness to pay higher multiples for narratives
already reflected in stock prices. Importantly, the bar for the mega-cap tech names reporting this week has moved from
the results themselves to the cost side of the story, and specifically the capex line and its trajectory. Investors should
expect a bumpier ride over the next few weeks as the market receives critical updates on how all of this is setting up the
second half of the year.

The week ahead:
e July flash S&P Global PMIs on Friday will be a notable macro release, with the Federal Reserve in its blackout
period ahead of the July 29th policy decision.
e As mentioned, second-quarter earnings pick up materially this week, with 89 S&P 500 companies scheduled to
report. Other notable reports include General Motors, 3M, Northrop Grumman, GE Vernova, AT&T, CSX,
Southwest Airlines, Honeywell, Lockheed Martin, Thermo Fisher, American Express, and Verizon.



Stock Market Recap

Total Returns LTM PE Yield %

Benchmark 5-Year 5-Year

Weekly MTD YTD Current Median Current Median
S&P 500 Index: 7,458 -1.5% -0.5% 9.6% 27.3 25.3 1.0 1.3
Dow Jones Industrial Average: 52,146 -0.9% -0.3% 9.4% 23.2 22.3 1.5 1.8
Russell 2000 Index: 7,362 -0.5% -2.0% 20.1% 89.8 44.6 1.2 1.3
NASDAQ Composite: 25,520 -2.9% -2.6% 10.2% 37.5 37.8 0.5 0.7
Best Performing Sector (weekly): Energy 5.0% 8.7% 30.1% 211 13.6 2.7 3.4
Worst Performing Sector (weekly): Info Tech -3.8% -3.7% 15.3% 35.2 35.9 0.4 0.7

Source: Factset. Data as of 07/17/2026

Bond/Commodity/Currency Recap YTD Total Returns by S&P 500 Sector

Total Returns Utilities I 7.3%
Benchmark
Weekly MTD YTD Health Care Il 5.0%
fensi
Bloomberg U.S. Universal 0.1% -0.4% 0.4% Staples W 0.4%  Defenehe
. . . . . Real Estate I 15.3%  Cvclical
West Texas Intermediate (WTI) Oil: $82.38 13.7% 16.8% 43.9% Materials E— 10.7%
Spot Gold: $4,017.32 -2.5% 0.2% -7.1% Info Tech I 15.3%
U.S. Dollar Index: 100.77 -0.2% -0.4% 2.5% Industrials I 16.4%
' Yield Chg Financials M 3.6%
Government Bond Yields Energy I 30.1%
Weekly MTD YTD ) )
Discretionary -1.6% 1
2-year U.S. Treasury Yield: 4.18% -3 bps chg 3bpschg | 70bpschg  comm Services H 25%
10-year U.S. Treasury Yield: 4.55% -1 bps chg 11 bps chg | 37 bps chg -20% -10% 0% 10% 20% 30% 40%
Source: Factset. Data as of 07/17/2026. bps = basis points Source: S&P Global, Factset. Data as of 07/17/2026

These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to
invest directly in an index. Past performance is not a guarantee of future results.

Important Disclosures

Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated
with Ameriprise Financial, Inc.

The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not
intended to provide investment advice and does not account for individual investor circumstances.

Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities
mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice
designed to meet the specific needs of an individual investor.

Alternative investments cover a broad range of strategies and structures designed to be low or non-correlated to traditional equity and
fixed-income markets with a long-term expectation of illiquidity. Alternative investments involve substantial risks and may be more
volatile than traditional investments, making them more appropriate for investors with an above-average tolerance for risk.

Portfolios that hold a limited number of securities or concentrate investments in similar industries, sectors or geographical regions may
experience greater volatility and greater risk of loss as the performance of these investments (either positive or negative) will have a
greater impact on the portfolio as a whole.

International investing involves certain risks and volatility due to potential political, economic, social, or currency instabilities and
different financial and accounting standards. These risks are enhanced for emerging markets.

Diversification does not assure a profit or protect against loss.



Commodity investments may be affected by the overall market and industry- and commodity-specific factors, and may be more volatile
and less liquid than other investments.

There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer
term securities.

Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies.
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value.

Investments in small cap companies involve risks and volatility greater than investments in larger, more established companies.

Generally, large-cap companies are more mature and have limited growth potential compared to smaller companies. In addition, large
companies may not be able to adapt as easily to changing market conditions, potentially resulting in lower overall performance
compared to the broader securities markets during different market cycles

The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject
to greater price fluctuations.

Past performance is not a guarantee of future results.
An index is a statistical composite that is not managed. It is not possible to invest directly in an index.

Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in
the Additional Ameriprise research disclosures section.

The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector.

The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq
Stock Market.

The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index
is owned and maintained by Dow Jones & Company.

The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the largest
2000 securities in the Russell 3000.

The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks.

West Texas Intermediate (WT]I) is a grade of crude oil commonly used as a benchmark for oil prices. WTl is a light grade with low
density and sulfur content.

The Philadelphia Semiconductor Index (SOX) is a stock market index that tracks the performance of companies in the
semiconductor (chip) industry.

A capitalization-weighted index assigns each company a weight based on its total market value (market capitalization). Companies
with larger market capitalizations have a greater influence on the index's performance than smaller companies.

An equal-weighted index assigns the same weight to every company in the index, regardless of its market capitalization.

Bank of America's Fund Manager Survey is a monthly poll of professional investors that shows how they feel about the economy and
financial markets, including what they see as the biggest opportunities and risks.

Third party companies mentioned are not affiliated with Ameriprise Financial, Inc.



Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in

value.
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