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Momentum in the Markets:
The S&P 500’s Sustained
Earnings Growth

Historical Context

& Volatility
(2020-2023)

gy 2021Post-

i Pandemic Peak

[ Eamings growth spiked to
ahistoric 87%in Q2 2021

i following the initial recovery.

The 20222023

low of -30% in Q2 2020
I} before beginning a
recovery.

4 The 2020 Thf: n?:r‘l:tasif ?:def GROWULIICE 2025

/ e ) 4 This represents the peak

¥ Pandemic Dip "'&Lm‘a%‘i'&“ 2’;&"‘ of a sustained period of

“ Eamin?s plummeted to a 022023, higlrperformling corporate
Steady 13% SATE

The Five-Quarter Surge (2024-2025)
-

== (Consecutive Quarters
of Double-Digit Growth 1200
This consistent expansion explains the strong 4 .

performance of the index over the last two years.

14% Earnings

Growth Floor
Eamings maintained a
remarkably stable 13% growth
rate throughout the first
three quarters of 2025.

CHARTS

Source: FactSet, Edward Jones

With the results of the Q4 2025 earnings season now
largely accounted for, the S&P 500 index has officially
recorded five consecutive quarters of double-digit
earnings growth. Prior to this current streak (which
began in Q4 2024), the last time the S&P 500 achieved
five straight quarters of 10%+ earnings growth was
between Q4 2017 and Q4 2018.

Q4 2025 ended with a blended growth rate of
approximately 14.2%. This exceeded early analyst
estimates of 8.3%, largely due to the Magnificent 7
Companies like NVIDIA, Microsoft, and Alphabet
continued to post growth well above 20%, though the
"S&P 493" (the rest of the index) also saw broad
improvement, growing 9.8%.

As of now, analysts are projecting that this streak could
extend even further. Forecasts for the remaining
quarters of 2026 suggest year-over-year growth rates
between 11.7% and 15.4%, which would potentially set
a new modern record for consistency if realized.
Obviously, all of this could change if the situation in the
Middle East last longer than most anticipate.
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The Mechanics of Market Rotation
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Historically, the most institutionally
owned names underperform when the
ISM Manufacturing Index begins to
TeCOVer.

Broadening the Earnings Backdrop ‘/
Aturn in the macro cycle propels earnings in
lagging sectors like housing and transportation. / b

Al Earnings

A 3-Year K-Shaped Divergence

Al earnings boomed for three years while
cyclical sectors remained underweight
and lagging.

Market Segment
Remained ek

The Macro Rotation: Why “Most Owned” Names Lag at Inflection Points

Historical data shows a strong correlation between recovering Manufacturing PMIs and the underperformance of the market's most widely held
stocks. As the macro environment broadens, capital typically rotates from crowded Al and mega-cap “momentum"” names into neglected cyclical sectors,
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Capex and ROI Anxiety

Growing fears regarding the return on
investment for massive Al capital expenditures
are exacerbating the current rotation.

The Weight of Concentration

Heightened index concentration means mega-
cap underperformance disgmponionately
impacts the total cap-weighted S&P 500.

Al & Tech Deflation

Technological defiation may be eroding the
labor tax base, contributing to widening fiscal
deficits.,
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Over the past several months, Manufacturing PMI has shown
meaningful improvement. We have now recorded two
consecutive readings above 50 — signaling expansion —
following an extended period of contraction.

An analysis from Piper Sandler highlights an important
historical pattern: recoveries in Manufacturing PMI have
often coincided with the underperformance of the market’s
most crowded institutional positions. As economic
momentum broadens, capital typically rotates out of heavily
owned names, mega-cap and Al-driven stocks in this case,
into underappreciated cyclical sectors.

Over the last three years, Al-related earnings growth has
surged while cyclical industries remained underweight and
lagged. That divergence may now be approaching an
inflection point. As manufacturing activity stabilizes and
expands, leadership tends to shift.

If this PMI recovery proves durable, then the rotation we
have seen over the past few months— away from
concentration in mega-cap growth and toward a more
balanced, cyclical market leadership, is likely to continue.
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Market Breadth Rebounds:
S&P 500 Performance Trends (1973-2026)
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As of February 18, 66.4% of stocks in the S&P 500 were
outperforming the broader index itself. That level of
participation is more than double the share of outperformers
seen in each of the past three years and marks the highest

reading in roughly five decades.

This kind of breadth expansion is significant. For the last
several years, market performance was heavily concentrated
in a narrow group of mega-cap leaders. Today’s data
suggests leadership is broadening materially, with gains
extending well beyond the most crowded names.

If this trend persists, it reinforces the idea that capital is
rotating — not just between sectors, but across the entire
market — signaling a healthier and more durable phase of
expansion.
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How Do Stocks Do After Major Events?

S&P 500 Index Performance After Geopolitical And Major Historical Events
S&P 500 Index Returns
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Recent U.S. and Israeli strikes, along with retaliatory
actions in the region, have led to a predictable uptick in
market volatility. Energy prices have moved higher, and
global equities have experienced modest selling
pressure as investors assess the potential scope and
duration of the conflict. While these developments are
serious and the headlines can feel unsettling, it is
important to separate emotional reactions from
disciplined investment decision-making.

Historically, geopolitical shocks have triggered sharp but
temporary market reactions. As clarity improves,
markets tend to stabilize and refocus on underlying
economic fundamentals such as earnings, monetary
policy, and growth. While no two events are identical,
history consistently reminds us that maintaining
discipline during moments of stress is critical to long-
term success.

As shown in the chart, the S&P 500 Index has
historically recovered within 3, 6, and 12 months
following major geopolitical or historical events.
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Disclosure

MBIA Capital Advisors, LLC (MBIA), is a Registered Investment Adviser (“RIA”). Registration as an investment adviser does not imply
a certain level of skill or training, and the content of this communication has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority.

Information presented does not involve the rendering of personalized investment advice but is limited to the dissemination of general
information on products and services. This information should not be construed as an offer to buy or sell, or a solicitation of any offer

to buy or sell the securities mentioned herein.

The information and opinions contained in any of the material requested from this website are provided by third parties and have been
obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. They are given for informational
purposes only and are not a solicitation to buy or sell any of the products mentioned. The information being provided is strictly as a
courtesy and is not intended to be used as the sole basis for financial decisions, nor should it be construed as advice designed to
meet the needs of an individual’s situation. Be sure to first consult with a qualified financial adviser and/or tax professional before
implementing any strategy discussed here.

This presentation should not be regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect the
judgment of the adviser as of the date of the presentation and are subject to change.

Past performance may not be indicative of future results. Therefore, no current or prospective client should assume that the future
performance of any specific investment or strategy will be profitable or equal to past performance levels. All investment strategies
have the potential for profit or loss. Different types of investments involve varying degrees of risk, and there can be no assurance that
any specific investment or strategy will be suitable or profitable for a client's portfolio. There are no assurances that a portfolio will

match or outperform any particular benchmark.
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