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2026 MARKET PREVIEW LETTER FROM THE DIRECTOR OF RESEARCH

Anyone who has gone snowmobiling knows it can be simultaneously exhilarating and terrifying.
Throttling across snow and through a forest powered by a 75-horsepower engine with two plastic skis
to steer makes it hard to feel like one has complete control; 30 mph in the open air feels more like 100!

Nonetheless, operating a snowmobile is pretty straightforward: The throttle is a right-thumb button, the
brake is a left-hand squeeze lever. Beyond those two controls, it's up to the driver to effectively navigate
the trail, with the critical concession that the terrain is out of anyone’s complete control. Which brings
me to our 2026 market outlook.

The “throttles” for portfolios are the usual constituents: equities, below investment grade credit, and
private markets. The “brakes” are investment grade fixed income, particularly Treasuries which can slow
a portfolio’s losses if the market tumbles. The terrain is naturally the actual path that each of these asset
classes will follow in 2026. Since 2022 the equity market ride has been mostly exhilarating, save for some
of the terrifying moments like the market dip after Liberation Day. But that’s in the rearview mirror, and
the focus is what is around the bend. Will the thrill continue, or should we ease up on the throttle?

If we think of the U.S. economy as the overall weather forecast, conditions look clear. Projections suggest
a modest uptick in GDP growth, with small pullbacks in interest rates, unemployment, and inflation.

POSITIVE ECONOMIC OUTLOOK
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Source: Federal Reserve as of December 10, 2025. Long-run projections are defined as representing each participant’s assessment of the value to which
each variable would be expected to converge, over time, under appropriate monetary policy and in the absence of further shocks to the economy.
"Appropriate monetary policy” is defined as the future path of policy that each participant deems most likely to foster outcomes for economic activity
and inflation that best satisfy his or her individual interpretation of the statutory mandate to promote maximum employment and price stability.

The most likely sources of snow squalls are labor market weakness and geopolitical disruptions, but

the strength of the American consumer has proven resilient and there is no reason to doubt that trend
continues.
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STRONG CONSUMER FUELS POSITIVE GROWTH
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Source: Deloitte as of January 1, 2026. Shading indicates forecasts.

Looking at asset classes, the easiest part of the ride should again be the fixed income trail: The path appears
smooth and predictable. Yields are still attractive on an absolute basis — albeit it down moderately from
a year ago — and income is expected carry the asset class in 2026. Spreads are tight which implies that
valuations are rich but risk is low, which should translate to minimal stress for the asset class.

YIELDS ARE HIGH AND SPREADS ARE TIGHT
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If investors are looking to go off
trail for some more adrenaline
on their rides, securitized
credit sectors present a yield
premium relative to similarly
rated corporate credit — more
“throttle” for bond portfolios.

-
MV MarquetteAssociates

SECURITIZED CREDIT IS A POTENTIAL BOOST
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For U.S. equities, the trail has been narrow, steep, and well-traveled. The Magnificent 7 have fueled
spectacular returns while creating unprecedented concentration risk in the bellwether S&P 500 index.

NARROW AND STEEP LEADERSHIP
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Source: FactSet as of December 31, 2025

Going forward, more varied terrain in terms of market leadership will help support further gains and
while mega caps are likely to remain strong, broader earnings growth could help fuel rallies in small
caps and under-owned large caps.

EARNINGS ESTIMATES FAVOR MARKET BROADENING
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Source: FactSet as of December 31, 2025. Shading indicates forecasts.

Sometimes the conditions will look perfect for a thrilling ride but an unexpected headwind turns a
promising tour into disappointment. Until last year, that had been the story for non-U.S. equities: Past
years weren't negative, but were also not as strong as underlying metrics suggested they could be.
That all changed in 2025 as non-U.S. equity markets led the way, with all major countries except India
outperforming the U.S.

- |
.' MarquetteASSOClateS Seventy-Five Horses and Two Pieces of Plastic 3



NON-U.S. STOCKS LEAD THE WAY IN 2025
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It should also be noted that the path for emerging market equities is now similarly narrow like U.S.
indices, largely on the back of Al-related stocks in Taiwan, South Korea, and China. While not quite
at the level of U.S. indices, concentration and return contribution within the emerging market index is
notably top-heavy. A pullback in Al-related stocks would likely be dilutive for both markets.
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MARKET CONCENTRATION RISES FOR EMERGING MARKETS
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On the other hand, the large-cap developed markets index (“MSCI EAFE” in the chart above) is not as
exposed to Al stocks and thus offers more diversified returns.

As we think about the alternatives landscape, the terrain looks promising. Real estate appears to have
bottomed and while not back to pre-pandemic levels, the current cycle is showing signs of stability,
with returns driven almost exclusively by income.
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Infrastructure is also a beneficiary of the Al movement as investments flow into data centers and overall
digital transformations, with a majority of the spending coming from Magnificent 7 companies. Long
term, this is further support for the asset class and return potential.

CAPITAL FLOW INTO DATA CENTERS AND DIGITAL INFRASTRUCTURE
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Source: Green Street, McKinsey & Company, Voya, Principal Real Estate as of September 30, 2025. Shading indicates forecasts.
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The last leg of the trail covers private markets. Private equity looks to have a few less obstacles than
previous years with exits improving and the IPO market starting to re-open. Valuations are still stubbornly
high but better liquidity should open up the trail for better cruising.

IMPROVEMENTS TO LIQUIDITY AND IPOS
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Source: PitchBook U.S. PE Breakdown and PitchBook U.S. Venture Capital Outlook as of September 30, 2025

Private credit also appears to add a more
diversified terrain in the coming years as
investors are increasingly diversifying into
other market segments, particularly asset-
based lending. And while we wouldn't label
this an “experts-only” trail, investors are
highly encouraged to vigorously review the
space and potential managers before making
an allocation. There is notable upside, but it is
critical to understand the surroundings before
plowing in.

Have fun out there, but don’t drift far from
the trail

Overall, portfolios should enjoy a favorable ride
in 2026, barring any massive changes to trail
conditions. Investors shouldn't feel compelled
to pull back on the throttle, but asset classes
may not run as quickly as they did in 2025. A
commitment to diversification and rebalancing
are the best guides for a successful program
and no matter how thrilling or terrifying the
ride may be, investors should be mindful of
obstacles and operate responsibly.

Until next time,

by

Greg Leonberger, FSA, EA, MAAA, FCA
Partner, Director of Research
QIeonberqer@marquetteassociates.com
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ASSET-BASED LENDING LEADS THE WAY IN 2025
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PREPARED BY MARQUETTE ASSOCIATES

180 North LaSalle St, Ste 3500, Chicago, lllinois 60601  pHone 312-527-5500
CHICAGO BALTIMORE MILWAUKEE PHILADELPHIA ST. LOUIS wee marquetteassociates.com

CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and contains
proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination, or distribution is strictly prohibited.
Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which it was
prepared. The information herein was obtained from various sources, including but not limited to third party investment managers,
the client’s custodian(s) accounting statements, commercially available databases, and other economic and financial market data
sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the
information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential
losses arising from its use. The information provided herein is as of the date appearing in this material only and is subject to change
without prior notice. Thus, all such information is subject to independent verification and we urge clients to compare the information
set forth in this statement with the statements you receive directly from the custodian in order to ensure accuracy of all account
information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula can,
in and of itself, be used to determine which securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this
presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets, and market conditions. These estimates and assumptions, including the risk assessments and
projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical,
competitive, and financial risks that are outside of Marquette’s control. There can be no assurance that the assumptions made in
connection with any forward looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-
looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette and should not be
taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures, opinions or investment techniques
and strategies described are intended for informational purposes only. They are based on certain assumptions and current market
conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions, estimates, projections,
and comments on financial market trends constitute our judgment and are subject to change without notice. Marquette expressly
disclaims all liability in respect to actions taken based on any or all of the information included or referenced in this document. The
information is being provided based on the understanding that each recipient has sufficient knowledge and experience to evaluate
the merits and risks of investing.

This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle, and
should not be relied on as such. Targets, ranges, and expectations set forth in this presentation are approximations; actual results
may differ. The information and opinions expressed herein are as of the date appearing in this material only, are subject to change
without prior notice, and do not contain material information regarding the Marquette Model Portfolio, including specific information
relating to portfolio investments and related important risk disclosures. The descriptions herein of Marquette’s investment objectives
or criteria, the characteristics of its investments, investment process, or investment strategies and styles may not be fully indicative of
any present or future investments, are not intended to reflect performance and may be changed in the discretion of Marquette. While
the data contained herein has been prepared from information that Marquette believes to be reliable, Marquette does not warrant the
accuracy or completeness of such information. Client account holdings may differ significantly from the securities in the indices and
the volatility of the index may be materially different from client account performance. You cannot invest directly in an index. Artificial
intelligence may have been utilized during the preparation of this document.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of
service. Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as
fiduciaries, our clients’ interests and objectives are at the center of everything we do. Our approach brings together the
real-world experience of our people and our dedication to creativity and critical thinking in order to empower our clients
to meet their goals. Marquette is an independent investment adviser registered under the Investment Advisers Act of
1940, as amended. Registration does not imply a certain level of skill or training. More information about Marquette
including our investment strategies, fees and objectives can be found in our ADV Part 2, which is available upon request
and on our website. For more information, please visit www.MarquetteAssociates.com.
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