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Ion In contrast to last year, so far 2026 vs. 2025 has been the tale of two
v b /I E R RI T T markets. Last year, the largest companies outperformed with the S&P 500
N ¥ : _ Top 10 Index leading the way and the entire index bringing up the rear, but
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A so far in 2026 the exact opposite has occurred.
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® S&P 500 Top 20 Index (USD)

S&P 500 Top 10 Index (USD)
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Something similar is true with respect to the Russell 2000 Index, which

i: M E RRI T T tracks smaller companies. Last year, though positive, it underperformed

. ) the S&P 500, whereas so far in 2026 the Russell 2000 Index has been
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positive while the S&P 500 has been negative.
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International developed markets, as measured by the MSCI EAFE Index,

M E RRI T T outperformed US stocks by a wide margin last year. However, they've

Wealth ¢ Retirement Advisors, Inc. started off 2026 negative, just like much of the US stock market.
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The US bond market was positive through the end of the first quarter, 2026
albeit by a very narrow margin.
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S&P U.S. Aggregate
Bond Index

Overview
225.09 USD Total Return | 0.15% 1 Day
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The Tale of Two Markets, 2025 vs. 2026: this visual representation of the

M E RRI T T indexes inside of the S&P 500 shows just how symmetrically opposite the

) _ market has been behaving this year when compared with last year.
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The S&P 500in 2025 vs. 2026
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Chart Source: Joel Merritt, with data from https://www.spglobal.com/spdji/en/indices/equity/sp-500/#overview
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Though the S&P 500 was down nearly 5% as of the end of the first quarter

M E RRI T this year, some segments of the index—groups 101-150, 151-200 and

) _ 201-250 if lined up tallest to smallest—have performed amazingly well so
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far in 2026, demonstrating underlying strength and resilience in the market.

S&P 500 2026 Performance By Groups of 50's
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The T-Bill wave continues to remain inside of a relative holding pattern, as

3 hough the bond market is waiting f hing to happen. Meanwhile,
1: MERRITT though the bond market 1s waiting for something to happen. Meanwhile

) , the 10 Year Treasury Bond which is strongly correlated with lots of other
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interest rates has been volatile in recent years.

T-Bill Wave + 10 Year Treasury September, 2021 - Present
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Chart Source: Joel Merritt, with data from https://www.federalreserve.gov/datadownload/default.htm
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US Government Interest Payments on Debt 1947 - 2025 (Billions)

Interest payments

Chart Source: Joel Merritt, with data from https://www.bea.gov/data/government/receipts-and-expenditures
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vr Unemployment Rate (UNRATE)

Observations »v Units: Frequency: 1y | 5y ‘ 10Y | Max Edit Graph #
Mar 2026: 4.3 Percent, Monthly

Updated: Apr 3, 2026 8:19 AM CDT Seasonally Adjusted | 1980-01-01 ‘ to| 2026-03-01 | Download &
MNext Release Date: May 8, 2026 . I )

FRED /) == Unemployment Rate

15.0

12.5

10.0

Percent

7.5

5.0

ks

1985 1990 1995 2000 2005 2010 2015 2020 2025

Source: U.S. Bureau of Labor Statistics via FRED®
Shaded areas indicate U.S. recessions.

fred.stlouisfed.org | Fullscreen i

Chart Source: https://fred.stlouisfed.org/seriess/UNRATE

Investing involves risk and you may incur a profit or loss regardless of strategy selected, including diversification and asset allocation. Future investment performance cannot be guaranteed, investment yields will
Sfluctuate with market conditions. Investment advisory services offered through Raymond James Financial Services Advisors, Inc. Merritt Wealth & Retirement Advisors, Inc is not a registered broker/dealer and is

independent of Raymond James Financial Services. Any opinions are those of Joel Merritt and not necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but we
do not guarantee that the foregoing material is accurate or complete.



MERRITT

Wealth & Retirement Advisors, Inc.

vr Personal Consumption Expenditures: Durable Goods (pceng)
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v¢ Personal consumption expenditures: Clothing, footwear, and related services (DCAFRC1A027NBEA)
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vr Personal Saving Rate (psaverT)
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v¢r Consumer Price Index for All Urban Consumers: Purchasing Power of the Consumer Dollar in U.S. City Average
(CUUROD00SAOR)

Observations v Units: Frequency: 1y | sy ‘ 10v | Max Edit Graph &
Feb 2026: 30.6 Index 1982-1984=100, Monthly
Updated: Mar 11, 2026 8:05 AM CDT Not Seasonally Adjusted | 1980-01-01 ‘to| 2026-02-01 ‘ [ Download & )

MNext Release Date: Apr 10, 2026

FRED 7/} === Consumer Price Index for All Urban Consumers: Purchasing Power of the Consumer Dollar in U.S. City Average
140

130

120 \

110 \
100 \\

90
80

70

Index 1982-1984=100

60
50 \r\-ﬁ

40 T
30 \.

1985 1990 1995 2000 2005 2010 2015 2020 2025

Source: U.S. Bureau of Labor Statistics via FRED®

Shaded areas indicate U.S. recessions. fred.stlouisfed.org

Chart Source: https://fred.stlouisfed.org/series/ CUUR0000SAOR

Investing involves risk and you may incur a profit or loss regardless of strategy selected, including diversification and asset allocation. Future investment performance cannot be guaranteed, investment yields will
Sfluctuate with market conditions. Investment advisory services offered through Raymond James Financial Services Advisors, Inc. Merritt Wealth & Retirement Advisors, Inc is not a registered broker/dealer and is
independent of Raymond James Financial Services. Any opinions are those of Joel Merritt and not necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but we
do not guarantee that the foregoing material is accurate or complete.



MERRITT

Wealth & Retirement Advisors, Inc.

The LEI continued to decline in January
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Consumer expectations have weighed negatively on the LEI
since mid summer 2021

The Conference Board Leading Economic Index® and Component Contributions (Percent)

Jan. '26 6 months ending in Jan. 26
Financial Components | .0 Cradit Index™ W 009 013
S&P 500@ Stock Index j 005 0.40
Interest Rate Spread, 10-year T-bonds less Fed
Funds A oo7 0.13
| Non-Financial Components
Avg. Consumer Expectalions for Business Conditions 022 1R 123
ISM® New Orders Index | 0.04 067
Building Permits, Private Housing 017 0.03
Average Weekly Hours, Mig. 0.18 D.18
Manufacturers’ New Orders, Nondefense Capital
Goods excl. aircraft 0.03 | 0.09
Manufacturers' Mew Orders, Consumer Goods &
Materials™ 0.02 007
Average Weekly Initial Claims, Unemp. Insurance™ 1 0.04 0.06

Chart Source: https://www.conference-board.org/topics/us-leading-indicators/index.cfm
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Wealth inequality and the ‘K-shaped’
economy are more striking than ever,
data shows
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The gap between the best and worse off Americans is growing — and

economists don’t see an end in sight.

The “K-shaped” economy has been top of mind for consumers, corporate

leaders, policymakers and investors since the Covid pandemic drastically
reshaped Americans’ financial habits almost six years ago. Economists now

warn that this two-speed economic structure is a core feature — rather than a

passing fad — within the world’s largest economy.

“This is not a cyclical or temporary phenomena,” said Mark Zandi, chief

economist at Moody’s Analytics. “This is a structural, fundamental issue.”

The prevailing theory goes something like this: Higher-earning consumers,
encouraged by rallying stock holdings and elevated property values, are
splashing out on vacations and premium goods. On the other hand, after years
of higher-than-ideal inflation rates, lower-income cohorts are struggling to

afford necessities such as housing, groceries and gasoline.

The portion of U.S. GDP heading to workers in the form of compensation
tumbled to its lowest level in its more than 75-year history, per data tracked by
the Bureau of Labor Statistics. That means the average nonfarm business
worker is seeing an increasingly small slice of an economy that has largely

boomed over the last 15 years.

For instance, this divergence can explain why airlines are racing to build out
luxury offerings at the same time that fast-food companies are leaning on value
meals. Households with incomes under $75,000 are allocating less on
discretionary categories like travel and experiences than in 2019, while those
above $150,000 are allotting more, according to a Bank of America report

released last month.

Article Source: https://www.cnbc.com/2026/01/30/wealth-inequality-k-shaped-economy-united-states-consumer-
spending-trump.html
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wsnewBishon  Private credit is having a public
wobble

“Private credit is having a very public breakdown,” the Financial
Times noted last week, calling for better scrutiny of the asset
class. Thank goodness the size of this market, estimated at $2tn
worldwide, is probably too small to pose a systemic risk to the
global economy - though, if the war in Iran continues to push up
energy prices and disrupt essential supplies, who knows?

“Shadow banking”,of which private credit is the latest example, is
supposedly entirely separate from the mainstream financial
system on which economies depend for their stability. Yet,
throughout history, it keeps turning out, when the economiec
going gets tough, to be surprisingly integrated with the rest of
finance - often turning what first seems a manageable difficulty
into a crisis. This time, private-credit suppliers saw software
company revenues as a sure thing, only for generative Al to
threaten to eat their lunch. The opacity of the private credit
markets seems to have allowed too much sloppy use of complex
financing structures to move risk around and hide its true extent.
And as they moved into private credit, big financial institutions
too often assumed that investing simultaneously In private equity
and debt was hedging, rather than doubling down.

Perhaps, argues Swedish investor Daniel Sachs, too much private
credit was focused on financing mergers and acquisitions, and too
little on providing what he calls “primary capital” to the real
economy, such as by building infrastructure. This is particularly
true of Britain and Europe, he argues, where this sort of
investment is needed to boost economic competitiveness, yet
barely 10% of private credit is primary capital. So private credit is
having a twin crisis: too much frothy underwriting in secondary
markets, and too little action in essential primary markets.

Article Source: https://observer.co.uk/news/business/article/private-credit-is-having-a-public-wobble
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Takeaways

e The economy is a very mixed bag right now and the signals that it is
sending are very mixed. It feels like there is quite a lot of anticipation
of what's around the corner and everyone and everything is treading

lightly.

e The length of time that those mixed signals have been present
without a breach is very surprising.

e Consumer pessimism has been very high but it has had remarkably
little effect on spending habits.

e The divergence that has been dubbed the "K-Shaped Economy"
feels real and appears to be here to stay.

e New technologies appear to be driving a (permanent?) increase in
spending.

e Financial markets are also behaving as though they're waiting for
something to materialize.

o The stock market has held up pretty well these past few months, all
things considered, and the middle segment of the market is showing
impressive underlying strength.

Investing involves risk and you may incur a profit or loss regardless of strategy selected, including diversification and asset allocation. Future investment performance
cannot be guaranteed, investment yields will fluctuate with market conditions. Investment advisory services offered through Raymond James Financial Services
Adbvisors, Inc. Merritt Wealth & Retirement Advisors, Inc is not a registered broker/dealer and is independent of Raymond James Financial Services. Any opinions are
those of Joel Merritt and not necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but we do not guarantee
that the foregoing material is accurate or complete.
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