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The Best and Worst of Times

EVAN FRAZIER, CFA, CAIA, SENIOR RESEARCH ANALYST

U.S. consumer sentiment is historically weak amid inflation and labor market concerns, while
equity markets continue to rally due to investor optimism
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Source: Bloomberg, Robert Shiller, University of Michigan, The Wall Street Journal as of May 26, 2026

The classic novel A Tale of Two Cities by Charles Dickens begins with the line “It was the best of times, it was
the worst of times...” While Dickens was describing the extreme contradictions of the late 18th century leading
up to the French Revolution (i.e., comfort for the aristocracy and hardship for the poor), this line could just as
easily apply to the current economic environment in the United States, which is marked by a stark divergence
between consumer confidence and investor behavior. Specifically, recent University of Michigan consumer
sentiment readings have fallen to some of the weakest levels in decades, reflecting persistent frustration on the
part of many Americans over inflation, elevated interest rates, high gasoline prices, and job security. Consumers
remain particularly sensitive to the cumulative impact of several years of higher prices, even as headline inflation
has moderated from its post-pandemic peaks. Surveys from both the University of Michigan and the Conference
Board suggest U.S. households are increasingly worried about future economic conditions and weakness in
the labor market. At the same time, equity markets have largely shaken off these concerns given enthusiasm
surrounding artificial intelligence and expectations for longer-term productivity gains. Indeed, the S&P 500
Index has notched gains of more than 17% in each of the last three full calendar years and has advanced more
than 9% in 2026 as of this writing. This strong performance has led to higher equity market valuations. As can
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be seen in this week'’s chart, the Shiller Cyclically Adjusted Price-to-Earnings (CAPE) Ratio for the S&P 500
Index, which compares prices to average inflation-adjusted earnings over the prior 10 years to smooth
out short-term volatility, sits at roughly 42. This figure is well above historical average levels and signals
that investors continue to pay a significant premium for future earnings growth despite weaker consumer
sentiment. Many have described this dynamic as a “tale of two markets,” as investors reward companies
with outsized earnings potential and the ability to generate technological disruption even as households
cut back on discretionary spending and grow more cautious about the economy.

A major driver of the divergence described above is the way in which financial asset ownership is distributed
in the United States. A recent estimate from the Federal Reserve indicates that the top 10% of American
households own roughly 90% of all U.S. corporate equities and mutual fund shares, meaning recent market
gains have created a wealth effect that continues to support spending among affluent consumers, even
as lower- and middle-income households face significant pressures. This divergence also highlights the
forward-looking nature of financial markets, as equity investors are often pricing in anticipated earnings
growth and future monetary policy as opposed to current economic conditions. Most consumers, on the
other hand, respond more directly to present-day realities such as grocery bills, gasoline prices, and the
perceived stability of the labor market. Whether this sentiment gap ultimately closes due to consumer
confidence that is recalled to life or equity valuations that face the guillotine of market repricing remains
one of the key questions facing investors in the near term. »
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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 received 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. Indices have been selected for comparison purposes only. Client account holdings may differ significantly from the
securities in the indices and the volatility (beta) of the account may be materially different from client account performance
and may be more or less than the benchmark. You cannot invest directly in an index. Artificial intelligence has been utilized
during the preparation of this document.

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 document 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 materially. 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.

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 work towards their goals.

Marquette is an independent investment adviser registered with the U.S. Securities and Exchange Commission 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 and Form CRS which are available upon request and on our website. For more information, please visit www.
MarquetteAssociates.com.
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