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Channel Checks on Corporate Spending

Earnings season is starting to wind down with 88% of
the S&P 500 having issued results since the start of
the quarter. The results show a historic acceleration in
profit growth. Year-over-year earnings are on pace to
increase by 50%, an unprecedented clip for equities
and the fastest since 2021, when comparisons

were skewed by pandemic-depressed humbers.
Keep in mind economic growth was strong in 2025,
which makes this level of growth that much more
impressive. The question now is what's driving the
surge and how much fuel is left in the tank for the
quarters ahead.

The headline number is remarkable, but the
composition matters more. Roughly 19 percentage
points of that growth is coming from a single source,
"other income" tied to mega-cap tech’s equity stakes

in private artificial intelligence (Al) companies. Alphabet
and Amazon alone booked a combined $151 billion of
these gains this quarter, with Microsoft adding another
$3 billion. Strip that out and earnings growth still comes
in at 26% year over year, an acceleration from the first
quarter and the fastest underlying pace since 2021.

What matters more is the broadening. The typical

S&P 500 company is growing earnings by 12% this
quarter, ahead of the 9% analysts expected coming

into the season. Nearly two out of three companies
have beaten consensus estimates by a full standard
deviation or more, one of the strongest beat rates on
record. Al infrastructure names are still doing a lot of the
heavy lifting, contributing roughly a third of the index’s
earnings growth this quarter, but the strength is no
longer confined to a handful of stocks.



Guidance backs up the picture. More than 15% of
companies have raised guidance this quarter, the
highest share since 2021 and only the third time that
threshold has been cleared in more than two decades.
Technology is leading by a wide margin, with 30% of
companies raising guidance versus a 25-year average
of just 14%. Heallth care, real estate and industrials are
all running well above their historical norms as well,
reinforcing the argument that growth is broad-based.
Additionally, companies do not raise guidance unless
they see something in the order book that supports it.

Hyperscaler Capex ($ Billions)

The bull case for continued earnings growth also

rests on the Al buildout, and the numbers back it up.
Hyperscalers’ capital spending guidance for 2027
jumped by nearly $125 billion this earnings season alone,
pushing consensus estimates above $1 trillion for the first
time. Cloud revenue growth accelerated to 48% year over
year in the second quarter from 39% in the first, evidence
that the spending is starting to convert into monetized
demand. One takeaway from earnings this season

was that data center capacity remains constrained as
customer demand exceeds existing supply.

*Consensus

Sources: Goldman Sachs. Hyperscalers include Oracle, Microsoft, Alphabet (Google's parent

company), Meta Platforms and Amazon

The catch is how that spending gets funded to keep up
with the scale of Al. The hyperscalers reported just

$5 billion of combined free cash flow this quarter
against $182 billion of capital expenditures (capex),
plugging the gap with $51 billion of debt issuance and
$50 billion of new equity. Analysts now expect capital
spending to outrun cash flow from operations every
year through 2028 and expect the share of hyperscaler
capex financed with debt to climb toward 35% next year.

That implies roughly $400 billion of additional investment-
grade issuance from the hyperscaler cohort alone in 2027.

This brings the Federal Reserve (Fed) into the picture
as equity investors prefer a central bank that remains
on hold rather than hiking to keep borrowing costs
from climbing. Yet the market is still pricing meaningful
odds of a hike. Futures tied to the September meeting
show better than a one-in-three chance of an increase,
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down from over 80% in late July but still elevated

given favorable economic data. July payrolls fell by
23,000, missing forecasts for an 80,000 gain by more
than 100,000 jobs, while May and June were revised
down by a combined 103,000. Meanwhile, inflation has
continued to ease, with the July core Consumer Price
Index (CPI) coming in at 2.5% year over year, tied for the
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lowest reading since March 2021 and right in line
with expectations. That combination, a softening
labor market alongside cooling inflation, makes it
increasingly difficult to hike rates. The Fed’s dual
mandate exists precisely to balance those two
goals, and right now both point toward easier
policy rather than tighter.
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Source: U.S. Bureau of Labor Statistics, CPI-U, All ltems Less Food and Energy

Put together, the pieces support a constructive setup
for equities heading into the back half of the year.
Earnings growth is broadening beyond mega-cap
tech, guidance is being raised at the highest rate since
2021, and the Al buildout is showing genuine signs of
monetization rather than just capital outlay. Continued
signs of strengthening earnings expectations for 2027

should pave the way for the major averages to grind
higher in the near term. Elsewhere, the labor market’s
cooling fits the narrative that bad news is good news
for the markets by removing the Fed’s strongest
justification for a hike. This should help keep financing
costs contained just as issuance from the hyperscalers
is set to accelerate.
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Asset Class Returns
Comparing Recent 1-Year and Year-to-Date Total Returns

M 1-Year mYTD

As of July 31,2026
Source: Conway Investment Research

Fixed Income

- Interest rates and Treasury yields continued their march higher in July, leading to losses in most areas of fixed income.
- Core fixed income and municipal bonds shed ground in July.

- Credit was mostly negative during July, driven primarily by spread widening and the overall move higher in rates.
- Floating-rate loans eked out a small gain, providing some insulation against higher interest rates.

Equities
- U.S. equities were mostly negative in July led by the selloff in growth/tech stocks leveraged to the Al buildout trade.
- Value trounced growth stocks across all market capitalizations, and large caps provided some protection against small caps.
- Earnings have been exceptional and we are encouraged by the broadening out of markets and better recent stock-
picking results.
- International developed (EAFE) equities outperformed in July as the universe is heavily focused on value stocks.
- Within EAFE markets, value beat growth and there was little dispersion between large caps and small caps.
- Emerging market (EM) equities struggled largely due to the unwinding of the Al trade.
- U.S. dollar weakness added 103 basis points (bps) to EAFE returns and 123 bps to EM returns.
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July 31,2026 Qrp 3-Year 5-Year 10-Year

FIXED INCOME INDICES

Bloomberg U.S. Treasury Bill 1-3 Month 0.34% 0.34% 215% 3.93% 4.70% 3.68% 2.38%
Bloomberg Municipal -1.85% -1.85% 0.43% 527% 2.98% 0.51% 195%

Bloomberg US Govt/Credit Intermediate 0.14% 0.14% 0.91% 3.31% 455% 212% 2.01%

Bloomberg U.S. Aggregate -1.30% -1.30% -0.69% 2.71% 3.73% -0.40% 1.35%

Bloomberg U.S. High Yield -0.25% -0.25% 1.71% 517% 8.27% 4.04% 5.51%

Bloomberg Global Aggregate -0.53% -0.53% -0.75% 1.60% 2.99% -1.91% 0.25%
U.S. EQUITY INDICES

DJ Industrial Average 0.38% 0.38% 10.17% 2091% 15.94% 10.57% 13.40%
S&P 500 -0.06% -0.06% 10.14% 19.56% 19.32% 12.86% 15.08%
NASDAQ Composite (Price) -3.20% -3.20% 9.17% 20.13% 20.93% 11.58% 17.26%
Russell 1000 -0.35% -0.35% 9.93% 18.94% 18.98% 12.12% 14.82%
Russell 1000 Growth -4.76% -4.76% 0.32% 8.03% 19.28% 11.88% 17.46%
Russell 1000 Value 3.82% 3.82% 20.67% 3119% 17.89% 1.83% 1.62%
Russell Mid Cap -0.62% -0.62% 14.59% 18.68% 14.77% 8.20% 1.43%
Russell 2500 -2.60% -2.60% 19.52% 30.64% 15.49% 811% 11.39%
Russell 2000 -3.03% -3.03% 18.85% 34.18% 15.09% 7% 10.64%
Russell 2000 Growth -5.86% -5.86% 15.02% 28.42% 14.32% 5.07% 10.59%
Russell 2000 Value 0.01% 0.01% 23.00% 40.53% 15.89% 9.03% 10.31%
Russell 3000 -0.47% -0.47% 10.35% 19.60% 18.76% 11.82% 14.56%
NON-U.S. EQUITY INDICES

MSCI World 0.53% 0.53% 10.52% 20.88% 18.64% 11.70% 13.29%
MSCI ACWI 0.10% 0.10% 1.60% 22.59% 18.82% 1.35% 12.86%
MSCI ACWI Ex-U.S. 0.37% 0.37% 14.43% 29.07% 17.98% 9.78% 9.97%
MSCI EAFE 197% 197% 12.00% 24.92% 16.53% 9.86% 9.87%
MSCI EAFE Growth -1.70% -1.70% 7.53% 15.52% 10.45% 4.49% 8.28%
MSCI EAFE Value 5.76% 5.76% 16.51% 34.74% 22.80% 15.28% n.21%
MSCI Europe 1.62% 162% 10.09% 23.45% 16.34% 10.14% 10.31%
MSCI AC Asia -1.86% -1.86% 20.62% 36.36% 20.17% 9.43% 10.06%
MSCI EAFE Small Cap 196% 196% 10.11% 20.33% 15.35% 591% 8.66%
MSCI ACWI Ex-U.S. Small Cap -0.91% -0.91% 8.39% 19.02% 14.69% 6.44% 8.87%
MSCI Emerging Markets -3.03% -3.03% 20.27% 37.06% 19.89% 8.52% 9.64%
MSCI EM Asia -416% -416% 23.03% 39.62% 21.59% 9.01% 10.80%
MSCI China 9.04% 9.04% -7.22% -0.98% 7.37% -196% 5.05%
MSCI EM Eastern Europe 812% 812% 23.93% 44.00% 33.76% -10.32% 119%

MSCI EM Latin America 4.94% 4.94% 16.22% 45.36% 12.64% 1.54% 7.83%
MSCI EM Small Cap -6.66% -6.66% 5.55% 12.46% Nn.72% 6.46% 8.71%

MSCI Frontier Markets 0.49% 0.49% 10.96% 27.29% 21.30% 9.29% 9.32%
MSCI Frontier Markets 6.43% 6.43% 6.43% 49.56% 23.83% 1.32% 9.39%
REAL ASSETS INDICES

FTSE NAREIT Composite 2.26% 2.26% 16.93% 19.09% 10.05% 317% 5.62%
Alerian MLP 7.56% 7.56% 27.44% 26.64% 23.74% 23.88% 9.94%
Bloomberg Commodity 7.54% 7.54% 22.98% 35.53% 12.14% 10.57% 716%

OTHER

Oil Price Brent Crude 23.59% 23.59% 48.10% 24.25% 1.75% 3.38% 7.82%
CBOE Market Volitility (VIX) -2.80% -2.80% 6.96% -4.37% 5.47% -2.60% 3.02%

Source: Morningstar
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The information provided is based on internal and external sources that are considered reliable; however, the accuracy
of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject matter
discussed. Investing involves risk including the potential loss of principal. No investment strategy, including asset allocation
and diversification, can guarantee a profit or protect against loss in periods of declining values. Past performance is no
guarantee of future results. Indexes are unmanaged and investors are not able to invest directly into any index. This
information does not constitute a solicitation or an offer to buy or sell any security mentioned.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market
capitalization of U.S. companies is used to group large, medium (mid) and small companies. The investment return to
the owner of stock (shareholder) is in the form of dividends and/or capital appreciation. Shareholders share in both the
upside potential and the downside risk. Dividends are not guaranteed and are subject to change or elimination.

There are special risks associated with an investment in real estate, including credit risk, interest-rate fluctuations and the
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund shares
are subject to the same interest rate, inflation and credit risks associated with the underlying bond holdings. Lower rated
bonds are subject to greater fluctuations in value and risk of loss of income and principal than higher rated bonds. Bond
prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of
the value in your investment.

Benjamin F. Edwards® & Co. (BFE) is a dually-registered broker-dealer and investment adviser and member of FINRA and
SIPC, and its affiliate Benjamin F. Edwards Wealth Managements LLC, d/b/a Edwards Wealth Management™™ (E\WWM) is an
SEC-registered investment adviser. BFE and EWM are affiliates through their common ownership by Benjamin Edwards,
Inc. Depending on the context, the name Benjamin F. Edwards® refers to either EWM, BFE or both.
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