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Key Takeaways

More than half of the sectors in the S&P 500 are up double digits eight months into 2026.
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The bull market is now global with several markets up double digits in 2026.

Stocks are up, but earnings have been so strong that valuations have fallen.

Record U.S. debt levels may not be as scary as they appear on the surface.

Exhibit A

YEAR-TO-DATE SECTOR RETURN S&P 500 MAXIMUM DRAWDOWN

Source: © Exhibit A, FactSet Research Systems Inc., Standard & Poor's | Latest: 2026-08-31

S&P 500 Sector Performance in 2026

S&P 500 Year-to-Date (YTD) Sector Performance in 2026 (Including Dividends) With Maximum Drawdown
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This year we’re seeing a broadening out of the bull market. For years it felt like technology was the

main sector holding up the S&P 500. The tech sector is outperforming the index in 2026, but so

are energy, materials, and industrials.

The bull market is global

Stock markets all around the world are having a great year. Emerging markets, foreign developed

markets, the United States and Europe are all up double digits so far in 2026.

The U.S. stock market outperformed emerging market equities every single year from 2018

through 2024. EM finally broke that streak last year, outperforming the U.S. by nearly 15%. This

year EM has a double-digit lead. For diversified investors, we’re finally starting to see some mean

reversion.
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Exhibit B

YEAR-TO-DATE EQUITY PERFORMANCE BY REGION

Source: © Exhibit A, FactSet Research Systems Inc., Standard & Poor's | Latest: 2026-08-31

Regional Equity Performance in 2026

International (Developed & Emerging), U.S., and Europe Year-to-Date (YTD) Equity Total Return (%)
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Earnings expectations have continued moving higher

One of the most surprising things to happen to the stock market this year is the runaway earnings

growth. Most pundits and analysts did not expect earnings growth to be this strong. In fact,

forward 12-month earnings estimates for the S&P 500 are nearly 30% higher today than they were

at the start of the year. That's because companies have continued to deliver strong fundamental

growth in their earnings reports. It has left analysts with no choice but to continue raising their

expectations for profits over the next year.

You can see from the chart how earnings expectations have accelerated higher for not only large

cap, but also mid and small cap stocks as well.
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Exhibit C

S&P 500 (LARGE CAP) S&P 400 (MID CAP) S&P 600 (SMALL CAP)

Source: © Exhibit A, FactSet Research Systems Inc., Standard & Poor's | Latest: 2026-08-31

Consensus Expected Earnings Estimates

Consensus Expected Earnings per Share Over the Next 12 Months for the S&P 500, S&P 400, and S&P 600

Since 2000
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Valuations have fallen

Earnings growth has outpaced stock market returns this year. So despite the fact that the S&P

500 is up double digits in 2026, valuations on a forward PE basis have actually fallen.

That means in the midst of a bull market we have a situation where stocks are getting cheaper

relative to their earnings expectations. Small caps and mid caps are also up double digits this

year, but valuations are falling for those segments of the market too.

It's a reminder that fundamental strength has been the primary driver of stock market returns in

this bull market cycle. It is not multiple expansion (rising valuations) that has driven stocks higher.
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Exhibit D

S&P 500 (LARGE CAP) S&P 400 (MID CAP) S&P 600 (SMALL CAP)

Source: © Exhibit A, FactSet Research Systems Inc., Standard & Poor's | Latest: 2026-08-31

A Look at Forward Valuations

Forward Price-to-Earnings Ratio Using Consensus Expected Earnings per Share Over Next 12 Months for S&P 500, S&P

400, and S&P 600
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Nvidia's valuation has also fallen

Nvidia is the largest company in the S&P 500 with a market cap north of $5 trillion. It’s likely the

most foundational company in terms of providing compute infrastructure in the AI buildout.

Despite this fact, Nvidia’s valuation is now at its lowest point of the decade. The forward PE ratio

for the company is down substantially since the release of ChatGPT in 2022. This is good news for

those who are concerned about a potential AI bubble forming.

It's impossible to know if there's a bubble forming in the AI space. But in some ways, seeing

Nvidia's valuation falling as AI headlines rage on shows that the market is being disciplined and

not letting things get out of hand.
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Exhibit E

NVIDIA FORWARD PE RATIO CURRENT

Source: © Exhibit A, FactSet Research Systems Inc., Standard & Poor's | Latest: 2026-08-31

A Bubble? Not in Nvidia's Valuation

Nvidia Forward PE Ratio
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Government bond yields are rising

U.S. Treasury yields have been rising steadily over the course of 2026. That's what the chart below

shows.

There are pros and cons to rising interest rates. On the downside, it becomes more expensive to

borrow. Higher yields also typically occur because inflation is higher, which can make it painful for

fixed income investors. On the bright side, inflation and interest rates typically move up when

economic growth is stronger and investors are more positive about the outlook for growth.
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Exhibit F

10-YEAR TREASURY YIELD (%) 2-YEAR TREASURY YIELD (%)

Source: © Exhibit A, FactSet Research Systems Inc. | Latest: 2026-08-31

A Short-Term View of U.S. Treasury Yields

2-Year and 10-Year U.S. Treasury Yields Over the Short-Term

Past 2 Years
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Higher yields mean higher expected returns

Bond yields and prices have an inverse relationship. When interest rates rise, prices fall. When

interest rates fall, prices rise. But these are short-term dynamics. The bad news for fixed income

investors when rates are rising is that it will lead to some short-term pain as prices adjust to the

new level of yields. But once that pain is over, what you’re left with is higher yields which lead to

higher expected returns.

In fact, the starting yield is by far the best predictor of forward returns for bonds.
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Exhibit G

IMPLIED 10-YEAR ANNUALIZED RETURN BASED ON

CURRENT STARTING YIELD
TRENDLINE

U.S. 10-YEAR STARTING YIELD (X) VS. FORWARD 10-YEAR

ANNUALIZED RETURN (Y)

Source: © Exhibit A, FactSet Research Systems Inc. | Latest: 2026-08-31

Bond Yields Are Historically Linked With Forward

Returns

U.S. 10-Year Starting Yield (X) vs. Forward 10-Year Annualized Return (Y)

Since 1999

U.S. 10-Year Starting Yield (%)
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U.S. government debt worries

Ten years ago the U.S. government was in debt to the tune of almost $20 trillion. This year the U.S.

just passed $40 trillion in debt. As interest rates rise that means more and more of the

government’s budget is going to pay interest expenses. Government debt at these levels are

concerning for a lot of people. The good news is that interest payments as a percentage of total

federal spending are in line with historical averages.

The overall numbers can look scary, but it’s important to put these figures in context to avoid

denominator blindness. Record U.S. debt levels may not be as scary as they appear.

As always, if you have any questions about any of this, please don't hesitate to reach out.
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Exhibit H

U.S. FEDERAL INTEREST PAYMENTS AS A % OF TOTAL FEDERAL SPENDING AVERAGE

Source: © Exhibit A, U.S. Bureau of Economic Analysis via FRED | Latest: 2026-04-01

Record U.S. Debt, but Interest Costs Are In Line With

History

U.S. Federal Interest Payments as a % of Total Federal Spending
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Chart Disclosures

Exhibit A: S&P 500 Year-to-Date (YTD) Sector Performance in 2026 (Including Dividends) With Maximum Drawdown:

The S&P 500 tracks the performance of 500 large-cap U.S. companies, serving as a benchmark for the U.S. stock

market. The index is weighted by market capitalization. The 11 S&P 500 Sectors represent the 11 distinct categories of

companies within the S&P 500 index, each reflecting a specific area of the economy. The chart shows the S&P 500

and its sector index total returns year-to-date with maximum drawdowns as diamonds. Total returns include

dividends. Dividends are payments made by companies to shareholders, typically from profits, as a return on

investment. The chart is sorted highest to lowest by year-to-date return. The maximum drawdown measures the

largest decline in the value of each sector index, calculated as the difference between the peak and the trough within

the year.

Exhibit B: International (Developed & Emerging), U.S., and Europe Year-to-Date (YTD) Equity Total Return (%): The S&P

500 Index tracks the performance of 500 large-cap U.S. companies and serves as a benchmark for the U.S. stock

market. The index is market-cap weighted. Returns shown represent year-to-date total return performance as of the

current date. The following tickers are used as proxies for international equity markets: EFA (International Developed),

EEM (Emerging Markets), and IEV (Europe). Total return includes dividends.

Exhibit C: Consensus Expected Earnings per Share Over the Next 12 Months for the S&P 500, S&P 400, and S&P

600: The S&P 500 tracks the performance of 500 large-cap U.S. companies, serving as a benchmark for the U.S.

stock market. The index is weighted by market capitalization. The Consensus Expected Earnings Estimates ($) for an

index represents the average earnings forecast for the companies within that index over the next 12 months. These

estimates are aggregated from analyst projections, such as those from FactSet, and provide insight into expected

profitability trends for the index as a whole.

Exhibit D: Forward Price-to-Earnings Ratio Using Consensus Expected Earnings per Share Over Next 12 Months for

S&P 500, S&P 400, and S&P 600: The S&P 500 tracks the performance of 500 large-cap U.S. companies, serving as

a benchmark for the U.S. stock market. The S&P 400 measures the performance of 400 mid-sized U.S. companies,

representing the mid-cap segment of the market. The S&P 600 tracks the performance of 600 small-cap U.S.

companies, representing the small-cap segment of the market. The Forward Price-to-Earnings (P/E) Ratio for an index

measures its current price relative to expected earnings of the companies within the index over the next 12 months.

It's calculated using consensus EPS estimates from FactSet and helps assess whether the index is overvalued or

undervalued vs. history based on future earnings expectations. The chart shows this metric for the S&P 400, S&P

500, and S&P 600.
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Chart Disclosures

Exhibit E: Nvidia Forward PE Ratio: The forward price-to-earnings (P/E) ratio is calculated by dividing Nvidia's share

price by the consensus analyst estimate of earnings per share for the next twelve months (NTM), sourced from

FactSet. The chart shows observations since 2019, with the current value reflecting data through the latest date

shown. Forward earnings estimates are projections and are not guaranteed to be achieved.

Exhibit F: 2-Year and 10-Year U.S. Treasury Yields Over the Short-Term: The 10-Year Treasury Yield measures the return

on U.S. Treasury bonds maturing in ten years, frequently used as a benchmark for long-term interest rates and a

gauge of economic growth expectations. The 2-Year Treasury Yield measures the return on U.S. Treasury bonds

maturing in two years, often used as an indicator of short-term interest rates and market expectations for economic

conditions. The chart shows the path of both the 2-year and 10-year treasury yields over the past 2 years.

Exhibit G: U.S. 10-Year Starting Yield (X) vs. Forward 10-Year Annualized Return (Y): This chart plots the U.S. 10-Year

Treasury starting yield against the subsequent 10-year annualized return using monthly observations since 1999. The

starting yield is the yield to maturity on the benchmark 10-Year Treasury note. The forward return reflects the

annualized total return realized over the following 10 years, including price changes and reinvested coupons; because

this requires a full decade of forward data, the most recent plottable point ends 10 years prior to the latest date

shown. The trendline is a best-fit linear regression describing the historical relationship and is not a forecast. The

implied return is a single point estimate derived by applying the current starting yield to that historical relationship,

shown for illustration only and not a prediction or guarantee.

Exhibit H: U.S. Federal Interest Payments as a % of Total Federal Spending: This chart divides U.S. federal government

current expenditures for interest payments by total U.S. federal government current expenditures, both sourced from

the U.S. Bureau of Economic Analysis via FRED and reported quarterly at seasonally adjusted annual rates beginning

in 1947. Current expenditures exclude gross investment. Interest is shown on a gross basis and does not subtract

interest income received by the federal government, so figures may differ from net interest measures reported

elsewhere. The average line reflects all quarterly observations over the period shown, and the labeled value reflects

the most recent quarter available. Figures are subject to revision.
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Definitions

The S&P 500 tracks the performance of 500 large-cap U.S. companies, serving as a benchmark for the U.S. stock

market. The index is weighted by market capitalization. Indices are unmanaged and investors cannot invest directly

into them.

The 11 S&P 500 Sectors represent the 11 distinct categories of companies within the S&P 500 index, each reflecting a

specific area of the economy. The sectors are listed in the chart along the x axis. Each sector groups companies with

similar business activities.

The 10-Year Treasury Yield measures the return on U.S. Treasury bonds maturing in ten years, frequently used as a

benchmark for long-term interest rates and a gauge of economic growth expectations.

The 2-Year Treasury Yield measures the return on U.S. Treasury bonds maturing in two years, often used as an

indicator of short-term interest rates and market expectations for economic conditions.

The S&P 400 measures the performance of 400 mid-sized U.S. companies, representing the mid-cap segment of

the market. It is used as a benchmark for mid-cap stock performance. Indices are unmanaged and investors cannot

invest directly into them.

The S&P 600 tracks the performance of 600 small-cap U.S. companies, representing the small-cap segment of the

market. It is commonly used to gauge small-cap stock performance. Indices are unmanaged and investors cannot

invest directly into them.

The Forward Price-to-Earnings (P/E) Ratio for an index measures its current price relative to expected earnings of the

companies within the index over the next 12 months. It's calculated using consensus EPS estimates from FactSet and

helps assess whether the index is overvalued or undervalued vs. history based on future earnings expectations.

The Consensus Expected Earnings Estimates (%) for an index represents the average earnings growth forecast for

the companies within that index over the next 12 months. These estimates are aggregated from analyst projections,

such as those from FactSet, and provide insight into expected profitability trends for the index as a whole.
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RBC Dominion Securities Disclosures
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Exhibit A Disclosures

Copyright © 2026 Exhibit A for Advice LLC. All rights reserved. The materials provided here are based on information

from sources believed to be reliable, but no guarantee is made regarding their completeness or accuracy. Exhibit A

for Advice LLC does not represent or warrant the fairness, correctness, or accuracy of any information or opinions

shared. The content, including charts and analyses, may change without notice. The materials provided are not

intended to address the specific financial circumstances or investment goals of any individual and should not be

interpreted as an offer or solicitation to buy or sell any securities or other financial instruments. Past performance is

not indicative of future results, and no predictions or forecasts should be construed as recommendations.

References to company fundamentals, earnings, or market predictions are purely for informational purposes and are

not to be construed as investment advice or endorsement to buy, sell, or hold securities. Exhibit A for Advice LLC shall

not be held liable for any losses or damages, direct or indirect, arising from the use of this material, including any

investment decisions based on the information provided. Users are strongly advised to verify the accuracy of the data

independently before making any financial or investment decisions. The data provided by Standard & Poor's (© 2026)

and FactSet Research Systems Inc. (© 2026) is used under license and remains the property of those organizations.

The use of third-party data from Standard & Poor's and FactSet Research Systems Inc. does not imply any

endorsement or affiliation with Exhibit A for Advice LLC. Data sourced from the Federal Reserve Economic Data

(FRED) is publicly available and is used here for informational purposes. Note: The materials presented are created by

Exhibit A for Advice LLC and may be branded with the advisor's logo for presentation purposes. However, Exhibit A for

Advice LLC retains all intellectual property rights to the content, and the advisor is licensed to use this material solely

for client education and advisory purposes. Unauthorized use, reproduction, or distribution of these materials is

prohibited and constitutes an infringement of Exhibit A for Advice LLC's intellectual property rights. The content,

images, and reports created and displayed by Exhibit A for Advice LLC are proprietary intellectual property. Any

unauthorized use or reproduction of Exhibit A for Advice LLC's materials will be considered a violation of copyright

and other intellectual property rights. Exhibit A for Advice LLC reserves the right to take legal action, including both

civil and criminal remedies, for any infringement of these rights. Additionally, Exhibit A for Advice LLC retains the right

to monitor the use of its materials and services through electronic tracking or other methods, as allowed by law.

These terms and conditions shall be governed by and construed in accordance with the laws of New York. Any

disputes shall be resolved in the appropriate courts located in New York. Exhibit A for Advice LLC respects your

privacy and adheres to applicable privacy laws. For more information, please refer to our Privacy Policy available on

our website. Certain information contained herein constitutes "forward-looking statements," which can be identified

by the use of forward-looking terminology such as "may "will "should " "expect "anticipate "project "estimate "intend

"continue," or "believe," or the negatives thereof or other variations thereon or comparable terminology. Due to various

risks and uncertainties, actual events, results or actual performance may differ materially from those reflected or

contemplated in such forward-looking statements. Nothing contained herein may be relied upon as a guarantee,

promise, assurance or a representation as to the future.
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