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Forward earnings expectations still rising (despite crisis)

Chart Of th e week S&P 500 Index - Next 12 Month Earnings Per Share
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» The cleanest reason the S&P is back at highs is 310
that forward earnings keep moving higher, even 300
with the Middle East crisis still unresolved. 290
280
= This is not a valuation-driven melt-up. Multiples 270
are lower than they were a few months ago, 260
which means fundamentals are doing the heavy 250
lifting. 240
230
= Aslong as 2026 and 2027 estimates keep 220
rising, the market has a real earnings cushion 210
under it. mi"m"'m”m’”ﬁ’mmmm‘“m“w“n?‘ﬁf’ff’qf’f\f’m
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Data source: Carson Investment Research, Factset 04/17/2026 @sonusvarghese
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Expensive? Yes, but less so

Eq u iti es S&P 500 Forward (Next 12-Month) P/E Ratio

26

New Highs, Lower Multiple

Apr '26
21.3

+1 Standard Deviation: 20.5

= The market is at fresh highs, but the forward P/E
is lower than it was at the January peak.

1995 - 2025 Average: 17.2

» Said differently, investors are paying a little less
for a stream of earnings that has gotten better.

» Valuations are still elevated versus history, so
this is not “cheap,” but it is less stretched than it
looked a few months ago.

Data source: Carson Investment Research, S&P 04/17/2026 @sonusvarghese

Based on monthly data
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Equities

Margins Are Still the Secret
Sauce

Profit margins have kept expanding, and that is
a huge reason EPS expectations are rising so
fast.

That also explains why nominal growth matters
more than real growth for stocks. Companies
can still grow profits in an inflationary
environment if they protect margins.
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Margins continue to expand

S&P 500 Index - Profit Margin (Forward 12-months)
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Data source: Carson Investment Research, Factset 04/17/2026 @sonusvarghese

Profit margin estimated as next 12-month earnings divided by sales
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Sales growth & margin expansion powering S&P 500 returns in

Eq“ities 2026, more than offsetting multiple contraction

S&P 500 Total Return Drivers

Multiple Growth = Earnings Growth & Sales Growth

This Year’s Gains Are Coming
From Fundamentals

= Margin Growth Dividends —Total Return

8%
= Earnings growth, sales growth, and margin 6%
expansion have more than offset the hit from
multiple contraction. "
= That is a much better market than one being 2%
pulled higher only by optimism. y
» The key point is simple: fundamentals are »
overcoming valuation pressure. o
‘40/0
-6%
Data source: Carson Investment Research, Factset 04/19/2026 @Sonusvarghese

Next 12-month data used for earnings, sales, margins and multiples.
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Equities

2026 EPS Estimate 2027 EPS Estimate

12/31/2025 4/1712026 Change 1213112025 4/17/12026 Change

TeCh IS Leadlng, BUt |t |S NOt S&P 500 100% 308 61 321.16 1% | 35505 37254 4.9%

AI O n e Technology 35% 21273 236.77 11.3% 25589 294 42 15.1%

Financials 12% 56.05 56.65 11% 62 56 63.12 0.9%

Comm. Services 11% 20.28 2048 1.0% 2323 2357 1.5%

= Tech is the biggest earnings tailwind, which Cons. Disc. 10% 65.13 6236 43% 76 44 7337 40%

matterS because It iS SUCh a huge Chunk Of the Industrials 9% 54 81 5385 -1.8% 63.26 6343 0.3%

i n d ex. Health Care 9% 973 9517 -2.2% 108.55 109.12 0.5%

- But thIS iS not jUSt 2 teCh StOW. Energy and Cons. Staples 5% 394 38.67 -1.9% 4255 4183 A7%

materials revisions have also moved sharply it % i S N I

higher, Wh|Ch broadens out the Support_ Utilities 2% 2427 2432 0.2% 26.52 2658 0.2%

Materials 2% 3024 326 7.8% 3421 3745 9.5%

. When the blggeSt SeCtor iS leading and CyCIicaI Real Estate 2% 14.92 1473 1.3% 15.96 15.7 -1.6%

sectors are helping, it is hard to call this a flimsy

rebound. Data: Factset 04/17/26 @sonusvarghese
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M An inflationary period is not neccessarily bad for stocks, UNLESS the Fed gets
acro really hawkish in a hurry
—PCE Inflation (%) ---3-Month Treasury Yield
:: 1978 - 1983 _
Will The Fed Adopt a Hawkish ? (A
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» The late-1970s comparison is useful because it 0 S S S L
shows stocks can still work in an inflationary A A A A A A A R A
backdrop for a while. ~—S&P 500 Price Index
170

= What tends to really break the market is when e
the Fed gets forced into an aggressive catch-up 140 "
act and real rates surge. o

. . . . 110 “ S ——

= Sticky inflation alone is not fatal, but a suddenly 100

1 30
hawkish Fed could be. -
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Data source: Carson Investment Research 04/09/2026 @sonusvarghese
Data are monthly \ CARSON
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— Industrial Production - Computers, Comm. Equipment, Semiconductors (Index, Dec 2019 = 100)
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The Al Buildout Is Still Carrying 0
Industrial Growth A

140
= Broad manufacturing and business equipment r 120
still look pretty mediocre, but semis, computers, /\/
and communications equipment continue to run - A 100
far above trend. f/./”
. . . _f 80
» The old economy is muddling along, while the B
digital buildout is still the part with real /'
momentum. 60
Zad 40
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New Highs in Breadth is Bullish

IADLINESPX SPX Advance-Decling Line INDX @ StockChartscom

17-Apr2026 Open 922420 High 922420 Low 022420 Close 922420 Chg +Z8.60 (+0.31%) &

— IADLINESPX (Daily) 9224.20 @724.30]
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Broad Participation Is Back -
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= The advance-decline line is making new highs,
which tells us more stocks are participating in
the rally rather than just a few mega-cap
leaders.

2750

8700

2600
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» That kind of broadening out is an encouraging -
sign for the durability of the move, since e
healthier rallies are usually supported by wider -
participation under the surface. -

= While not everything, these are the clues we s
look for that gives us the impression that the s | LR R S S S

lows might be in.
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The Strait Still Is Not Really
Open

Strait of Hormuz West > East Tanker Crossings

* The news may say “ceasefire,” but tanker traffic
says we still have a massive supply problem. B RTCT I - ot i

= Thatis why oil has kept grinding higher: the
physical flow problem has not actually been
fixed.

Strait of Hormuz East > West Tanker Crossings

= The longer crossings stay depressed, the harder
it is to argue this is just a short-lived scare. R

TRHWTKCT Index (HOR W>E Tnkr 7dXings) Hormuz Tanker Traffice 026 R202 CopyrightE 2026 Bloomberg Finance L.P.

Mar 31
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It's not easy for unemployed workers to find jobs as
hiring pulls back. But the situation is not getting worse

M ac ro Continued Claims for Unemployment Benefits (NSA)

-=-2026 2025 2024 2018 - 2019 Average

2,500,000

Layoffs Are Low, Even If Hiring
Is Not Great ~

1,750,000
1,500,000
ano - 0 - c 1,250,000
= |nitial claims still point to very low layoffs, which
keeps the labor market from looking 4 7 101316 19 22 25 28 31 34 37 40 43 46 49 52
receSSionaW' Insured Unemployment Rate (Weekly, NSA)
= Continuing claims say the job search is still 022025 A0ze 2016 2019 Average
harder than it should be, but even there the '
trend has improved over the last six months. 18
= So, the story remains the same: low firing, § 13 UL
mediocre hiring, but not a labor market that is d s
breaking down. 10
0.81 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52
Week
Data source: Carson Investment Research, FRED 04/23/2026 @sonusvarghese
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Data are non-seasonally adjusted (NSA)
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