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MARKETS HOLD UNDER PRESSURE

Equity markets remained resilient through
the third quarter despite inflation concerns,
higher interest rates, geopolitical
uncertainty, and continued disruption in
global energy markets. High energy prices
dominated headlines along with a renewed
focus on tariffs, building inflationary
pressures. Capital spending on Artificial
Intelligence (Al) remained a key economic
driver and continued to support equities
which helped to offset other concerns.

Performance among stock categories was
mixed, with the energy and technology
sectors leading performance through the
third quarter. Led by the energy sector, the
Russell 1000 Value Index returned +19.27%
year-to-date, compared with only +6.30%
for the Russell 1000 Growth Index. The
tech-heavy NASDAQ posted a year-to-date
return of *15.57%, fueled again by Al
strength.

Other US indices were more negatively
affected by higher interest rates. Small-
company stocks experienced the sharpest

pullback, with the Russell 2000 falling
-7.23% during the quarter. Despite that
decline, small caps remained up +13.71%
year-to-date.

International equities were less affected
by inflation and interest rate concerns,
staying relatively flat during the third
quarter while remaining positive year-to-
date. The MSCI Emerging Markets Index
remained a top performer with a year-to-
date return of +23.38% through
September. Like the US, emerging
markets have benefited from Artificial
Intelligence investment.

Fixed-income markets experienced a
much more difficult quarter. Though the
US Federal Reserve only increased rates
one time by 0.25% in September, markets
drove bond yields much higher. The 10-
year US Treasury yield started the quarter
at 4.44% and ended at 5.29%, causing
bond prices to fall. Higher interest rates
have created near-term losses for existing
bond holdings, but they also improve the
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yields available to investors putting new
money to work.

Altogether, 2026 has demonstrated the
value of diversification. Leadership has
rotated between growth and value, US
and international markets, and large and
small companies, while bonds have
responded to a changing interest-rate
environment. Rather than attempting to
predict which segment will lead next, we
continue to favor diversified portfolios
aligned with investors' long-term
objectives and tolerance for risk.

INTEREST RATES:

Rising rates have been one of the most important influences on markets during the quarter. The resulting weakness in both taxable
and municipal bonds demonstrates that interest-rate volatility remains an important portfolio consideration. Higher yields also
increase the potential income available from fixed-income investments going forward.

ECONOMIC GROWTH:

Higher interest rates and energy costs create potential headwinds, while fiscal stimulus and continued capital investment could
provide offsets. The economic drag could worsen if prices remain high for a longer period. Labor-market trends will remain

particularly important in determining both the economic outlook and future monetary policy.

MARKET LEADERSHIP:

The substantial year-to-date outperformance of value over growth is one of the more significant developments of 2026. We will be
watching whether this represents a durable broadening of market leadership or a shorter-term rotation following several years of

growth-stock dominance.
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ARTIFICIAL INTELLIGENCE:

Investment in Al infrastructure remains an important source of economic activity. Markets will increasingly focus on whether the
productivity improvements and earnings generated from Al can justify the significant capital being committed to the technology.
Recently increasing attention regarding potential risks tied to Al may also present a challenge to the industry.

Interest Rates Move Higher in 2026

Interest rates have been one of the more significant market developments in 2026. After declining during 2025, Treasury yields
reversed course as investors adjusted to persistent inflation, rising energy prices, and changing expectations for US Federal Reserve
policy. The result has been a meaningful increase in yields across the Treasury curve and a challenging environment for bonds. The
chart below illustrates how dramatically the yield curve shifted during the third quarter, particularly for longer term yields.

At the start of 2026, markets generally expected interest
rates to move lower as inflation moderated and economic
growth gradually slowed. That changed as conflict in the
Middle East contributed to a sharp rise in energy prices. 5.50%
Combined with resilient economic activity and persistent

inflation, these developments caused investors to reassess
expectations for lower interest rates. 5.00%
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Longer-term Treasury yields also reflect factors beyond

Federal Reserve policy, including expectations for future 4.50%
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increased sensitivity of long-term bonds to changes in
inflation and interest rates.

There is, however, a positive side to the adjustment. Higher yields mean that investors purchasing bonds today can earn
considerably more income compared to a lower rate environment. Over time, that higher initial income can improve returns from
fixed income investments and provide a larger potential cushion against future price volatility.

We believe the sharp movement in rates reinforces the importance of diversification within fixed income rather than making large
bets on the direction of interest rates. Although uncertainty surrounding inflation and monetary policy is likely to keep bond markets
volatile, today's higher yields have created opportunities that were largely unavailable during the low-interest-rate environment of
the prior decade. Fixed income also remains an important portfolio diversifier and potential offset to equity market weakness.

DISCLOSURES:

This material is being provided for information purposes only and is not a complete description, nor is it a recommendation. Any opinions are those of Ascential Wealth
Advisors and not necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee
that the foregoing material is accurate or complete. Investing involves risk and investors may incur a profit or loss regardless of strategy selected. Prior to making an
investment decision, please consult with your financial advisor about your individual situation. Past performance is not a guarantee of future results. Investments mentioned
may not be suitable for all investors. Diversification does not ensure a profit or guarantee against a loss. Individuals cannot invest directly in any index, and index
performance does not include transaction costs or other fees, which will affect actual investment performance. There is no guarantee that these statements, opinions or
forecasts provided herein will prove to be correct. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S.
stock market. The Dow Jones Industrial Average (DJIA), commonly known as "The Dow", is an index representing 30 stocks of companies maintained and reviewed by the
editors of the Wall Street Journal. MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed
market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations. The Barclays Capital Aggregate Bond
Composite Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities
averaging approx. 10 years. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging market indices. The index's three largest
industries are materials, energy, and banks. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. International investing
involves special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. There are special risks
associated with investing with bonds such as interest rate risk, market risk, call risk, prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn
more about these risks, please contact our office.

Ascential Wealth Advisors is not a registered broker/dealer and is independent of Raymond James Financial Services. Securities offered through Raymond James Financial
Services, Inc. Member FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors, Inc.
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