QUARTERLY REVIEW & OUTLOOK Q2-2026

“The only constant is change.” - Heraclitus

Risk Management
Transcends Everything

The markets have been pulling in two directions. The excitement of Al has continued lifting
certain growth names, while rising economic and geopolitical worries are currently driving
money back into safer, income producing sectors. Over time the Al trade has also narrowed
and rotated — early leadership clustered in a few marquee names, then moved into chip and
infrastructure suppliers, and more recently shifted again as investors chase the next
beneficiaries. By contrast, the current value trade is broader, with more sectors participating
and market breadth generally favoring value over a concentrated growth rally.

The factors driving these movements from
growth to value and vice versa are the
market’s expectations for future levels of
interest rates, inflation and the dollar. In
today’s market, the Iran-U.S War influences
these the most. As tensions rise, this results
in higher energy prices, higher interest rates
and a higher dollar and this combination
does not tend to favor growth but does favor
tried-and-true value stocks. Additionally, the
realization that companies implementing Al
into their daily practices are finding the costs
of doing so expensive and, sometimes,
shockingly so is weighing on the Al trade as
well. Some large companies have curtailed or
stopped their employees from accessing
these expensive Al programs as they did not
see the productivity gains.

As we enter the third quarter, market
participants will begin to factor in the mid-
term elections into their forecasts.
Historically, the party in control of the
Presidency tends to lose significant seats in
the House of Representatives during these
mid-terms. The Senate hangs in the balance

as well with a slight advantage favoring
Republicans, but the margin is low. Market
participants hate uncertainty and the mid-
terms introduce another uncertain outcome.
The next few months may also see a short-
term challenge to the Al trade. Could we see
a bit of a hiccup in this growth sector? It’s
certainly possible if more and more
companies  question the costs of
implementing and using the technology. The
companies building out the Al models are
suddenly beginning to feel some price push
back at a time that they are spending large
amounts of money building out the
infrastructure.

Over the last several years, the stock market,
at times, has acted like a zero-sum game, but
not entirely. At moments, it has appeared
that there is not enough money to rally both
growth and value stocks at the same time,
while in other periods both have risen and
fallen together. When growth has appeared
to be unfavorable, defensive and more value
oriented sectors like regional banks,
healthcare, industrial, transportation and
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other value areas have performed well. When
growth has been favorable, the hyperbolic Al trade
of the last few years has resumed. Given the
shifting markets, we have found that diversification
has allowed portfolios to participate in either
market. We remain constructive for the foreseeable
future, but there may be bumps along the road in
the short term.

&

Ralph Scott
Chief Investment Officer

Craig Weston
Senior Managing Director

DISCLOSURES:

L&S Advisors, Inc. (“L&S”) is a privately owned corporation headquartered in Los Angeles, CA. L&S was originally founded in 1979 and dissolved in 1996. The two
founders, Sy Lippman and Ralph R. Scott, continued managing portfolios together and reformed the corporation in May 2006. The firm registered as an investment
adviser with the U.S. Securities and Exchange commission in June 2006. L&S performance results prior to the reformation of the firm were achieved by the portfolio
managers at a prior entity and have been linked to the performance history of L&S. The firm is defined as all accounts exclusively managed by L&S from
10/31/2005, as well as accounts managed in conjunction with other, external advisors via the Wells Fargo DMA investment program for the periods 05/02/2014,
through the present time.

L&S claims compliance with the Global Investment Performance Standards (GIPS®). L&S has been independently verified by Ashland Partners & Company LLP for
the periods October 31, 2005 through December 31, 2015, and ACA Performance Services for the periods from January 1, 2016 to December 31, 2025. Upon request
to Sy Lippman at slippman@Isadvisors.com. L&S can provide the L&S Advisors GIPS Report which provides a GIPS compliant presentation as well as a list of all
composite descriptions. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the
accuracy or quality of the content contained herein.

L&S is a registered investment adviser with the U.S. Securities and Exchange Commission (“SEC”) and is notice filed in various states. Any reference to or use of the
terms “registered investment adviser” or “registered,” does not imply that L&S or any person associated with L&S has achieved a certain level of skill or training.
L&S may only transact business or render personalized investment advice in those states and international jurisdictions where we are registered, notice filed, or
where we qualify for an exemption or exclusion from registration requirements. Information in this newsletter is provided for informational purposes only and
should not be construed as a solicitation to effect, or attempt to effect, either transactions in securities or the rendering of personalized investment advice. Any
communications with prospective clients residing in states or international jurisdictions where L&S and its advisory affiliates are not registered or licensed shall be
limited so as not to trigger registration or licensing requirements. Opinions expressed herein are subject to change without notice. L&S has exercised reasonable
professional care in preparing this information, which has been obtained from sources we believe to be reliable; however, L&S has not independently verified, or
attested to, the accuracy or authenticity of the information. L&S shall not be liable to customers or anyone else for the inaccuracy or non-authenticity of the
information or for any errors of omission in content regardless of the cause of such inaccuracy, non-authenticity, error, or omission, except to the extent arising
from the sole gross negligence of L&S. In no event shall L&S be liable for consequential damages. L&S’ current disclosure statement as set forth in ADV 2 of Form
ADV as well as our Privacy Notice is available for your review upon request.
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