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Stronger Than It Looks | 05.29.2026

An official deal to end the conflict between the U.S., Israel, and Iran still hangs in the balance, but for the stock market, this
has ceased to be a concern for some time. We are now a little over seven weeks removed from the April 8 ceasefire, and
the S&P 500 has gained roughly 15% over that period. Even mounting evidence that higher fuel prices are beginning to
weigh on consumers has done little to slow the market's enthusiasm for what remains one of the most powerful investment
cycles in decades. From semiconductors and data centers to power infrastructure and electrical equipment, investors
continue to reward companies that support the growth of artificial intelligence (Al).

What makes this environment particularly unusual is the scale of investment taking place beneath the surface of the
economy. While concerns about consumer spending and the impact of the war dominate many headlines, businesses
remain focused on a very different challenge: securing enough computing power, electricity, and infrastructure to support
the next generation of Al development. Orders for business equipment recently reached a record high, while spending on
commercial construction has climbed to an annual pace of more than $1.2 trillion. From chip-making plants and data
centers to power generation and the electric grid, businesses continue to invest as though demand for computing power
and electricity will remain a defining theme for years to come.

The obvious counterargument is the consumer. Credit card delinquency rates have climbed to their highest level since 2011,
the personal savings rate has fallen just below 4%, and consumer confidence in the economy has weakened to near record
lows. Those concerns are real, particularly among lower-income households. Yet they tell only part of the story. The total
wealth of U.S. households has grown dramatically over the last several years, supported by higher home values and rising
stock prices. Today, the top 20% of income earners account for roughly 40% of all consumer spending, meaning the
households that drive a disproportionate share of economic activity have generally remained in strong financial condition.
Combined with the ongoing strength in business investment, this helps explain why a closely watched Federal Reserve
growth estimate, Atlanta Fed's GDPNow, is currently projecting economic growth near 4% in the second quarter, a pace
that appears far stronger than consumer surveys alone would suggest.

Gains in the market are still being driven by a relatively small group of industries, with semiconductors, Al infrastructure,
and other investment-related industries continuing to account for a significant share of returns. That concentration has
prompted understandable questions about how widespread the market’s strength really is, though it has been better than
many assume, with roughly 60% of S&P 500 companies still trading above their long-term average prices.

While we continue to see opportunities across a variety of industries, the strongest trends remain tied to the ongoing
buildout of the Al ecosystem and the infrastructure required to support it. As a result, we remain constructive on those
long-term themes while also spreading investments across other areas of the market that could benefit if growth expands
beyond today’s leaders. For now, the investment wave continues to be the primary force shaping both economic activity
and market leadership.

Thanks,
Preston May, CBE® X Macro & Policy Strategist

Donaldson Capital Management, LLC is an investment advisory firm registered with the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940. SEC registration does not
constitute an endorsement of the firm by the SEC, nor does it indicate that the adviser or investment adviser representative has attained a particular level of skill or ability. The oral and written communications of
an adviser provide you with information about which you determine to hire or retain an adviser. This is prepared for informational purposes only. It does not address specific investment objectives, or the financial
situation and the particular needs of any person who may receive this report. An index is a portfolio of specific securities, the performance of which is often used as a benchmark in judging the relative
performance to certain asset classes. Indexes are unmanaged portfolios and investors cannot invest directly in an index. An index does not charge management fees or brokerage expenses, and no such fees or
expenses were deducted from the performance shown. Past performance is not a guarantee of future results. The mention of specific securities and sectors illustrates the application of our investment. approach

(812) 421-3211 | dem@dcmol.com | demol.com



g%. DONALDSON ‘The Outlook

CAPITAL MANAGEMENT DCM MARKET BRIEF

only and is not to be considered a recommendation by Donaldson Capital Management, LLC. S&P 500: Standard & Poor’s (S&P) 500 Index. The S&P 500 Index is an unmanaged, capitalization-weighted index
designed to measure the performance of the broad U.S. economy through changes in the aggregate market value of 500 stocks representing all major industries.
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