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2026 Market Commentary i

Sentiment is noticeably bullish—and as a contrarian signal, that’s a red flag. On the other hand,
market internals are encouraging, with indexes representing several different segments of the
market reaching new highs.

Overview

Easing geopolitical tensions and excellent
earnings growth propelled the S&P 500' to
its best quarterly return (+15%) in six years.
The S&P 500 Technology' sector exceed-
ed the index’s gain by more than double,
while the other ten sectors all underper-
formed. Multiplying the index's hugely
disproportionate weight in IT stocks (36%)
with the almost grotesque returns of semi-
conductor equities resulted in the S&P
500's second quarter surge being primar-
ily powered by its Tech stock exposure.

Small caps (Russell 2000%) and the tech-
heavy NASDAQ?® outshone the S&P 500,
each locking in gains of over 21%. Improving
economic data, hot inflation figures, and ris-
ing concerns about the U.S. fiscal situation
drove interest rates higher and put Fed-
eral Reserve rate hikes back on the table.

Leuthold Equity Portfolios

During the second quarter, the firm's do-
mestic equity strategy, Leuthold Select In-
dustries (Sl), performed slightly better than
the S&P 500, profiting from the powerful up-
ward momentum in the stock market. Not
surprisingly, positions connected to the Al
mania were the best performers; the most
favorable group concentrations were Semi-
conductors, Electronic Manufacturing, and
Communication Services. Outside the Info
Tech space, stocks from Diversified Banks,
Auto Parts & Equipment, and Investment
Banking also boosted results. Small detrac-
tors to second-quarter return were holdings
in the Health Care and Materials sectors.

Using the methodology of the S| portfo-
lio, Leuthold Global Industries (Gl) applies
the same approach across a universe of
globally traded equities. Gl beat the MSCI
All-Country World Index* (ACWI) by over
3% in the second quarter. Like the domes-
tic equity performance, this global port-
folio profited from Semiconductor-relat-
ed names, as well as Airlines, Banks, and
Auto Components. Alternatively, an over-
weight position in Integrated Oil & Gas

was a drag, as the ongoing Iran conflict
triggered a sharp selloff in these stocks.

Tactical Asset Allocation Portfolios

Our disciplined assessment of stock market
health, which guides the level of stock mar-
ket exposure in our TAA portfolios, hasn't
triggered a decisive signal since early March
2025, when it deteriorated to “negative” in
advance of the tariff-tantrum market melt-
down. This quantitative analysis, which in-
cludes a wide range of factors segmented
under the categories of Valuation, Cyclical,
Sentiment, and Technical, improved back to
the “neutral” zone three months later (June
2025), where it has remained ever since.

With our quant-driven outlook for stocks
stuck in neutral, net equity exposure in
Leuthold TAA portfolios was likewise con-
tained in a middle-of-the-road stance
around 55% over the last three months. We'd
prefer less “fence-sitting” guidance from
our stock market analysis, but we're mindful
to let the evidence lead the way and keep
emotions in check.

In the fixed income markets, the 10-year
Treasury yield closed June at 4.44% com-
pared to 4.32% at the end of March. This
small change indicates that duration® was
not a particularly important return gener-
ator in the second quarter. Credit spreads®
narrowed slightly for investment-grade cor-
porate bonds, and high-yield corporates saw
spreads contract nearly 50 basis-points.”
This favorable move meant that owning
corporates was an advantage over Treasur-
ies. Performance among the allocations in
Leuthold portfolios was mostly flat to mar-
ginally positive. The one standout based on
absolute return was the emerging market
sovereign debt holding (+2%); however, due
to the small size of the position, it had neg-
ligible effect on results. Other components
in the fixed-income sleeve are quality cor-
porate bonds, mortgage-backed securities
(MBS), developed market sovereign debt,
and treasury inflation-protected securities
(TIPS).
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While still advocating ample exposure to
Info Tech and growth stocks, our equity
group analysis has also steered us to sev-
eral attractive market segments that are
flourishing outside the fame and fortune
of the Al and IT space. In fact, Leuthold
equity portfolios have about 10% lower
concentrations in Technology stocks than
the S&P 500 and MSCI ACWI. Among the
non-IT opportunities, relative to the S&P
500, Leuthold Select Industries has nota-
bly heavier exposure to Health Care, Ener-
gy, and Materials stocks. Leuthold Global
Industries’ overweight equity segments
compared to the MSCI ACWI include Fi-
nancials, Industrials, and Energy. These
allocations not only offer diversification
and lower correlation to the major market
benchmarks, but they should also bene-
fit when investors’ attention rotates away
from the latest tech boom.

Although the composite score of our eg-
uity market assessmentis stuck in a “neu-
tral zone" holding pattern, its agnostic
posture camouflages conflicting messag-
es from the four factor categories. Valu-
ations are stretched for large caps, with
seemingly limited room for additional ex-
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pansion. Sentiment is noticeably bullish—
and as a contrarian signal, that's a red flag.
On the other hand, market internals are
encouraging, with indexes representing
several different segments of the market
reaching new highs. Breadth in terms of
stock participation is a positive sign, sug-
gesting that the market is “in gear” and
well supported.

Thanks to the gargantuan sums being in-
vested in data centers, corporate earnings
are growing at a rate of more than 20%,
which is a positive for equities. Nonethe-
less, the trillions of dollars being spent on
the Al buildout are, in a sense, artificially
boosting earnings, and when that slows,
the impact may have a surprisingly de-
pressing effect on future earnings. For
now, with most market bellwether® index-
es we monitor for internal fracturing hav-
ing moved to new all-time highs in early
July, the technical picture is compelling.
We don't anticipate that a traditional, nar-
row market top is in the cards this sum-
mer.

Thank you for your ongoing support!

Greg Swenson, CFA Phil Segner, CFA

1S&P 500 is a capitalization-weighted index of 500 stocks measuring performance of the broad domestic economy. S&P 500 Information Technol-
ogy comprises those companies included in the S&P 500 that are classified as members of the GICS information technology sector

2 Russell 2000 is a small-cap U.S. stock index that is made up of the smallest 2,000 stocks in the Russell 3000 Index.

3 NASDAQ Composite is a stock market index that includes almost all stocks listed on the Nasdaq stock exchange.

4 A stock market index that tracks large- and mid-cap equities across 23 developed markets and 24 emerging markets.

5 A measure of a bond’s sensitivity to interest rate changes, typically expressed in years.

®The extra yield a corporate or risky bond pays over a U.S. Treasury bond of the same maturity to compensate for default risk

7100 basis points = 1%

8 Dow Jones 65 (a price-weighted average of 65 stocks—30 industrial, 20 transportation, and 15 utility companies); Dow Jones Transports (includes-
major airlines, rail carriers, delivery services, trucking, and car rental companies); Dow Jones Utilities (water, electric, and renewable power produc-
ers); Russell 2000 (the smallest 2,000 stocks in the Russell Index); S&P 500 Financials (companies classified in the Financials sector); S&P 500
Cyclical Index (Consumer Discretionary, Industrials, and Materials stocks); S&P 500 Equal-Weighted Index (equally weighted version of the S&P
500); NYSE Daily Advance/Decline Line (a technical market breadth indicator tracking the cumulative total of daily advancing minus declining
stocks on the New York Stock Exchange).

Investors should consider the investment objectives, risks, charges, and expenses carefully before in-
vesting. For a prospectus with this and other information about the unds, please call 800-273-6886
or visit LeutholdFunds.com; please read the prospectus carefully before investing.

Past performance does not guarantee future results. Investing involves risk, principal loss is possible. Index perfor-
mance does not reflect fund performance and it is not possible to invest directly in an index.

The views expressed are those The Leuthold Group research team. Opinions are subject to change at any time based on market and/or
other conditions. References to specific securities and issuers should not be interpreted as recommendations to purchase or sell. DOFU:
08.06.26; Leuthold Weeden Capital Management is the adviser to Leuthold Funds. Leuthold ETFs and Mutual Funds are distributed by
Quasar Distributors, LLC ©2026 The Leuthold Group. All Rights Reserved. TLGLMf-980385-2026-08-03 FR2026-0806-0136/B
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