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SUMMARY

- The market backdrop has shifted quickly in 2026, with Al disruption, rising oil
prices from geopolitical tensions, and growing concerns around private credit
replacing earlier optimism. Private credit’s rapid growth and lack of stress testing
are drawing increased scrutiny as higher rates expose potential vulnerabilities. The
key concern is whether these pressures will remain contained or begin to spill over
into the broader economy.

« Asset class performance diverged in Q1, with equities under pressure, bonds
providing little support, and commodities surging on the back of a sharp rise in
oil prices. Weakness in U.S. markets was driven largely by Big Tech. International
markets led early in the year but lost momentum as geopolitical risks increased.

- A weak first quarter has historically pointed to a more challenging year, but
outcomes have been mixed, with the market finishing higher about half the time.
While recent declines have been relatively contained and partially reversed, the
overhang of risks suggest a more volatile and uneven path forward.

«  Our microcast™ signal was downgraded to neutral over the past month. Taken
together, the models remain constructive on equities but reflect a higher degree of
uncertainty than at the start of the year.

Charts and graph depicted in this presentation are for educational purposes only. Investors cannot invest in a market index
directly, and the performance of an index does not represent any actual transactions. The performance of an index does not
include the deduction of various fees and expenses which would lower returns.

See content within for additional information on the summary items discussed above I
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A TRIO OF WORRIES
KEEPS STOCK MARKET IN CHECK

At the start of 2026, the market backdrop was constructive. Al-related investment
remained a clear tailwind, last year’s tax bill was expected to provide additional stimulus,
and the Fed appeared poised to further ease monetary policy under new leadership.

One quarter in, the narrative has shifted. Concerns around Al-driven disruption first hit
the software sector, triggering a sharp repricing in companies that had previously been
viewed as having durable competitive advantages. That was followed by the escalation
in Iran, which pushed oil prices higher, adding renewed pressure to inflation. We spoke at
length about both these issues in the two previous Market Musings.

The third major concern involves private credit.

Private credit is lending that happens outside the traditional banking system. Instead of
borrowing from a bank or issuing public bonds, companies borrow directly from private
funds. These loans typically go to midsize businesses (many of them owned by private
equity firms), and they offer investors higher returns in exchange for less liquidity and less
transparency than public markets provide.

The asset class grew substantially after 2008, when tighter post-crisis regulations
forced traditional banks to pull back from riskier lending. Private credit funds stepped
in to fill that gap, and years of easy money and strong demand from private equity turned
direct lending into a large, mainstream source of corporate financing. Fast forward to
today, and it’s no longer a niche corner of the investment world.

Howard Marks outlines this evolution well and highlights why it matters in his latest
memo to Oaktree clients:

The massive amounts of capital that have been available for investment in direct
lending created a goldrush mentality. In the last 15 years, something like $2 trillion of
direct loans has been made. (The whole private credit sector was only about 5150 billion
20 years ago.) Thus, | imagine some direct lending managers accepted too much money
and invested it too fast, applying standards that were too low and setting the scene for
a correction.

The concern now is one of scale. This is not about a 2008-style collapse—private credit
funds are not built on significant leverage—but many funds have operated in a largely
stable environment and have yet to be tested through a real downturn. Portfolio stability
has also been supported by infrequent valuations and limited price discovery.

That backdrop is starting to shift. Higher rates are pressuring businesses structured for a
low-cost environment, making refinancing more difficult and exposing weaker

Please see important disclosures at the end of this article
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underwriting standards from the boom years. Scrutiny is rising around borrowers’ ability to
service debt, sector concentration, and the reliability of liquidity under stress.

In some cases, funds have already begun limiting investor redemptions, raising
questions about how accessible capital would be if conditions deteriorate. Given private
credit’s role as a key source of financing, a sustained tightening would likely extend beyond
the asset class, weighing on investment, hiring, and overall credit availability. Offsetting
that would require stronger bank lending, and potentially support from the Fed.

At the same time, these concerns are not unique. Markets are always searching for the
next point of stress (hence the idea that they climb a“wall of worry”). The key question is
whether weakness in one area can be absorbed without spreading. With geopolitical
risks elevated and uncertainty around Al still evolving, that remains an open question.

ASSET CLASS REVIEW:
COMMODITIES AND EVERYTHING ELSE

The following table
highlights major asset class

U.5. Large-Cap

BENCHMARK

Q1 2026

S&P 500® Index -4.4%
returns from the first three stocks
months of the year (data E—
sioék;“a -Lan Russell 2000® Index 0.9%
from Schwab):
Internatianal o
Developed Stocks MSCLEARE Index -1.1%
Emerging Market MSCI Emerging o,
Stocks Markets Index 0.1%
Bloomberg US
U.S. Bonds Aggregate Bond 0.0%
Index
Bloomberg US
Treasury Inflation Treasury Inflation 0.3%
Protected Securities Protected Securities Sl
(TIPS) Index
Bloomberg Us
High Yield Bonds Corporate High Yield =0.5%
Bond Index
; Bloomberg Global
International e 5 = o
Developed Bonds Treasury ex-Us 2.7%
Index
Commodities S&P GSCI Index 40.0%
Dow Jones 11.5 o
ki Select REIT Index 4.6%
Please see important disclosures at the end of this article
|
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Some additional insights from the table:

U.S. large caps struggled, led lower by the Magnificent 7. The S&P 500 finished the
quarter down 4.4%, despite a nearly 3% rally on the last day of March. The decline was
nearly identical to its Q1 decline last year when tariff concerns weighed on the market. Big
Tech accounted for much of the drawdown, reflecting its outsized weight in the index.

Overseas markets started the year strong before fading. Both developed and
emerging markets were up double digits through February, but the escalation in the
Middle East weighed on risk appetite, with Europe and Asia more directly exposed to the
fallout than the U.S. Both asset classes still outperformed the S&P 500 in Q1, though the
margin narrowed significantly by quarter-end.

Bonds offered little support. The aggregate bond index was flat in Q1, as renewed
inflation concerns—stemming from the rise in commodity prices—Iled to reduced
expectations for Fed rate cuts, pushing yields higher and prices lower.

Commodities moved sharply higher, standing out as one of the few areas of
strength. The surge was driven largely by rising oil prices, which ended the quarter
up roughly 70%. With energy making up nearly half of the index, performance in other
commodities had little impact on the overall result.

DOES QT1'S PERFORMANCE GIVE US ANY INSIGHT INTO
WHAT THE REST OF THE YEAR MIGHT LOOK LIKE?
-]

Q1 ended with the worst S&P 500 quarterly return since 2022. It’s often the case that a bad
first quarter leads to lower returns over the rest of the year. According to SentimenTrader:

Since 1950, the S&P 500 has shown a first-quarter gain 62% of the time

+ Following positive Q1s, the index showed positive “Last 9 months of the year”
performance 80% of the time versus 50% following negative Q1s

Historically, a negative first quarter has tended to signal a more challenging path for the
rest of the year. But even in those instances, the market has still finished higher about half
the time.

Recent examples highlight that variability. Last year, the S&P 500 fell 4.28% in Q1 but went
on to gain 17% for the full year. In 2020, the index dropped nearly 20% during the early
stages of the pandemic before finishing up 18%.

In contrast, 2022 followed a weaker path. The combination of the Russia-Ukraine war, the
highest inflation in decades, and the most aggressive Fed tightening cycle since the 1980s
led to a negative first quarter that was followed by two additional down quarters before a
rebound in Q4.

Please see important disclosures at the end of this article
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Notably, this year’s performance through the first 60 trading days marked the 12th worst

start over the past century. At one point near quarter-end, the market was down 7.3%
(data from Charlie Bilello):

S&P 500: Worst Performance through First 60 Trading Days

Price Return:

(1928 - 2026)

Price Return:

Price Return:

Rank Year First 60 Day 61 to Full Calendar
Trading Days Year-End Year

1 2020 -21.3% +47.8% +16.3%
2 2009 -12.8% +41.6% +23.5%
3 2001 -12.6% -0.5% -13.0%
4 1938 -12.1% +41.7% +24.5%
5 1933 -11.6% +62.9% +44.1%
6 1935 -11.1% +58.9% +41.4%
i 2008 -10.4% -32.3% -39.3%
8 1939 -9.3% +4.5% -5.2%
9 1980 -B.6% +37.1% +25.4%
10 1982 -B.4% +25.0% +14.5%
11 1977 =1.9% -3.9% =11.5%
12 2026 -7.3% ? ?

13 1942 -1.2% +21.2% +12.4%
14 1968 -1.1% +15.8% +7.7%
15 1960 -6.7% +4.0% -3.0%
16 1978 -5.7% +7.2% +1.1%
17 1957 5.5% -9.3% -14.3%
18 1973 -5.4% -12.6% -17.4%
19 1941 -3.4% -13.2% -17.9%
20 1932 -4.7% -10.6% -14.8%

a CORBETT ROAD
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Historically, outcomes following similar starts have been mixed but end up skewing
positive. Among the 20 worst starts, stocks finished the year higher 12 times and lower 7
times.

Despite everything that unfolded, the market never reached correction territory, typically
defined as a 10% decline from an all-time high. The S&P 500’s drawdown bottomed at
9.1% on March 30th, and since then, stocks have rebounded by roughly 9% (as of this
writing).

Still, the underlying pressures have not gone away. Concerns around private credit,
elevated oil prices, and Al-driven disruption remain in focus. At the same time, the market
has rallied strongly since late 2022, delivering double-digit gains for three consecutive
years. In addition, midterm election cycles have historically resulted in more volatility.

In that context, a more uneven and choppy market environment remains the most likely
path forward.

In summary, the strong start to 2026 quickly gave way to a more uncertain backdrop, as
Al-driven disruption, rising oil prices tied to geopolitical tensions, and growing concerns
around private credit all weighed on sentiment. While equity weakness was concentrated
in large-cap tech and bonds offered little diversification, commodities—driven by a sharp
rise in oil—were a notable outlier. Historically, a weak first quarter has pointed to a more
challenging path, though not necessarily a negative full year, leaving outcomes highly
dependent on how current risks evolve. With private credit tightening, inflation pressures
lingering, and geopolitical uncertainty still elevated, markets are likely to face a more
volatile and uneven environment, with the key question being whether these pressures
remain contained or begin to spill over more broadly. Our tactical strategies remain
positive to neutral and will adjust accordingly as conditions evolve.

Please see important disclosures at the end of this article

Page 7



bub B LEA S BetRn & WEECH T Private Wealth Management

‘ CORBETT ROAD D BARNES DENNIG

IMPORTANT DISCLOSURES

Corbett Road Capital Management, LLC (“Corbett Road”’) is a federally registered investment advisor with the Securities
Exchange Commission (“SEC”) and has been in business since 2019. Registration with the SEC does not imply their approval or
endorsement of any service provided by Corbett Road. This presentation contains information based on the views of Corbett
Road. Other organizations or persons may analyze investments and the approach to investing from a different perspective
than that reflected in this presentation. Nothing included herein is intended to infer that the approach to investing discussed
in this presentation will assure any particular investment results.

Nothing in this presentation is to be considered investment advice and should not be relied upon as the basis for entering
any transaction or aadvisory relationship or making any investment decision. All investments involve the risk of loss, including
the loss of principal. Performance information included on this presentation is solely to demonstrate the potential benefits
historically associated, with commercial asset classes. Past performance is not an indicator of future results.

Charts and graph depicted in this presentation are for educational purposes only. Investors cannot invest in a market index
directly, and the performance of an index does not represent any actual transactions. The performance of an index does not
include the deduction of various fees and expenses which would lower returns. Advisory fees charged to Corbett Road clients,
whether directly or indirectly through an ETF, are described in Corbett Road's Form ADV Part 2A and Form CRS, available at
https.//adviserinfo.sec.gov/firm/summary/305063. Past performance is no guarantee of future results.

The presentation includes data, graphs, charts, or other material reflecting the performance of a security, an index, an

investment vehicle, a composite or other instrument over time (“Performance Material”). Past performance, and any
performance reflected in Performance Material, is not an indication of future results.

Allinformation is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness.
macrocast™ and microcast™ are proprietary indexes used by Corbett Road Capital Management to help assist in the
investment decision-making process. Neither the information provided by macrocast™ or microcast™ nor any opinion
expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice. Individual
investors should consult with a financial professional before engaging in any transaction or strategy. The phrase “the market”
refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to equities, REITs, high yield
bonds, and other high volatility securities.

Use of Indicators

Corbett Road's quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no
guarantee that these models or any of the factors used by these models will result in favorable performance returns.

Individual stocks are shown to illustrate market trends and are not included as securities owned by CRCM. Any names held by
CRCM is coincidental. To be considered for investment by CRCM, a security must pass the Firm's fundamental review process,
meet certain internal guidelines, and fit within the parameters of the Firm’s quantitative models.
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