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Warsh Takes the Reins: A Sharper, More Focused Fed
Kevin Warsh officially became Federal Reserve Chair on May 22.

In his first Federal Open Market Committee (FOMC) meeting and press conference last week, he signaled a clear break from recent practice.
Warsh’s comments focused on practical changes at the Fed rather than dramatic shifts in interest-rate policy itself.

Shorter Statements, Less Guidance

The June FOMC statement was just 147 words in length, down sharply from the roughly 380-word average of the past five years under former
Chair Jerome Powell. Chair Warsh stripped away much of the open-ended language in previous statements. Forward guidance was effectively
removed, and at the press conference, he declined to answer questions that could be interpreted as signaling future policy moves. He quoted
his onetime boss, the late former Treasury Secretary George Shultz: “Press conferences are useful, but be sure you have something to say.” The
Summary of Economic Projections (SEP), including the famous “dot plot” of the 19 individual policymakers who contribute to the rate forecasts,
will continue, but Warsh said he personally will not contribute to the dots. It appears the Fed is going with a “less is more” approach to its
communications. Warsh has said it is better for markets to respond to economic data than to trade on expectations of future Fed actions.
Markets may need time to adjust to this new communication approach, which could contribute to increased volatility in the months ahead.

What did come from the dot plots is that the Fed is concerned with the current level of inflation and several committee members penciled in
interest rate hikes.

“This Committee Will Deliver Price Stability”

Chair Warsh struck a confident tone on the Fed’s core mandate. “This Committee will deliver price stability,” he stated. He described current
policy as maintaining ample reserves in the banking system, though he noted that reserve flows remain “uneven.” For example, he said policy is
still restrictive for the housing market, where elevated mortgage rates continue to weigh on affordability and activity. However, he highlighted
productivity gains and business capital spending (capex), both of which look solid. With the dot plot showing several Fed Governors projecting
rate hikes this year and Chair Warsh emphasizing the Fed’s commitment to price stability, the fixed income market responded by pushing the
2-year Treasury yield sharply higher. The 10-year Treasury yield initially moved modestly higher before declining the following day. The more

important signal came from the Breakeven inflation market, where inflation expectations fell sharply, reflecting growing confidence in Chair
Warsh’s commitment to restoring price stability.

Warsh even commented in the press conference that “persistently high prices are a burden for the American people.” We view this as a
successful first communication with the Street.
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2-Year Treasury Yield Moves Higher On Warsh'’s First Fed Press Conference

Source: Bloomberg. June 19, 2026

10-Year Treasury Yield Moves Lower On Price Stability Statement
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5-Year Treasury Breakeven Yields Collapse As Inflation Expectations Fall

Source: Bloomberg, June 19 2026

Five Independent Task Forces Launched

Chair Warsh announced five new independent task forces to review key aspects of how the Fed operates. They are expected to begin delivering
information this fall and aim to complete their work by year-end. The groups will examine:

e Fed communications

e The Fed’s balance sheet

e Use and reliance on data sources (including new sources and better methodology)

e Productivity and jobs, specifically the pace, reach, and impact of artificial intelligence
¢ Inflation frameworks

Warsh stressed the need for better, more timely data. Much of the information the Fed currently relies on arrives with long delays, he noted. The
delayed data is backward-looking rather than forward-looking. Warsh would like more timely data - or what we today call high-frequency data -
to better determine Fed policy.

On Al, Warsh was particularly direct: “Artificial intelligence, the latest generation of general purpose technology, is perhaps as important a
change in the economy and business and households that we’'ve had in my adult lifetime. It is filled with both a huge opportunity and with
risks.”

Market Reaction: Hawkish Interpretation

Investors read Warsh'’s overall message as hawkish. The combination of a shorter, less communicative statement, the removal of forward guidance,
and his focus on delivering price stability led markets to push forward expectations for the next rate hike, from December to September, and the
equity markets responded by correcting on the day. 3
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Warsh'’s First FOMC Statement Was Particularly Terse
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Bumpy Road To Peace In The Middle East With Oil Prices Still Falling

The United States and Iran signed a 14-point Memorandum of Understanding (MOU) to pause their conflict. The agreement was completed
electronically — the two sides were not in the same room — and is now in effect. Oil prices that were already falling continued to fall dramatically,
breaking $80 per barrel. This led to commercial shipping moving again through the Strait of Hormuz. But this quickly changed with fighting rising
between Lebanon and Israel, which led to Iran's Revolutionary Guards declaring the crucial shipping Strait closed again. The move was retaliation
for what Iran and its allies view as repeated ceasefire violations by Israel in southern Lebanon. And tensions remained high as President Trump
threatened Iran again. Talks took place over the weekend in Switzerland with Reuters reporting, “The US and Iran have concluded their first round
of high-level peace talks in Switzerland, agreeing to a roadmap to finalize a peace deal within 60 days. The negotiations produced a
communications mechanism for the Strait of Hormuz and a framework to end the conflict in Lebanon.” Oil prices have been signaling—and

continue to signal through their decline—that a final agreement is likely and that the Strait of Hormuz will remain open.

Late Monday morning, U.S. Treasury Secretary Scott Bessent announced on X that: “Iran has committed to free and open transit in the Strait of
Hormuz and to permit International Atomic Energy Agency (IAEA) inspectors into their country. As part of the framework, Treasury has issued a
temporary 60-day general license authorizing the production, delivery, and sale of Iranian oil.”

Daily Ship Traffic Through The Strait Of Hormuz Rising
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Gulf Producers Ready to Ramp Up

Saudi Arabia says it can return to pre-war production levels in as little as two weeks. Kuwait expects to restore about 80% of its pre-war output
within one week. The UAE has a bypass pipeline already in place and is also positioned to ramp back up to pre-war production levels within
the next few weeks. These restarts should add meaningful supply to global markets in the coming weeks.

Oil Prices Collapsed Below $80

WTI crude prices have fallen below $80 per barrel on the improved supply outlook and reduced geopolitical risk. Technically, crude could
decline into the low $70s and potentially test the unfilled price gap in the $67-$69 range.

West Texas Intermediate (WTI) Crude Oil Futures Below $80

Source: Bank of America, June 2026

National Gas Average Falls Below $4.00

“The national average for a gallon of regular gasoline is $3.99, marking the first time prices have fallen below the S4 mark since March. This
relief follows a diplomatic agreement to reopen the Strait of Hormuz and cool global crude oil prices, bringing steady relief just as the summer
travel season heats up.” AAA Newsroom

Consumer spending remains resilient, and lower gasoline prices should provide an additional boost to household purchasing power. According
to Bank of America card data, spending rose 6% last week, while spending excluding gasoline increased 5%.

Next Steps Face Headwinds

U.S.-Iran negotiations face renewed obstacles as planned technical talks in Switzerland have been postponed due to scheduling issues and
ongoing tensions between Israel and Hezbollah in Lebanon. While the 60-day window for a final agreement remains open, near-term
uncertainty is likely to keep a risk premium in oil prices and regional assets despite the reopening of the Strait of Hormuz.

Valuations Improve Even With Higher Stock Prices

The price-to-earnings (P/E) ratio measures how expensive or cheap stocks are. The valuation of the S&P 500, as measured by its P/E ratio,
has actually become more reasonable, even as stock prices have climbed higher. The primary reason is strong earnings growth, as earnings
have soared 28%.
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Earnings Estimates Jump Nearly 30 Percent

Wall Street analysts now expect S&P 500 companies to earn nearly 30% more over the next four quarters than they did a year ago. That sharp rise
in expected profits gives investors significantly more earnings behind each dollar of stock price.
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Source: Bloomberg, Sanctuary Wealth, June 19, 2026
Forward P/E Ratio Eases
The estimated forward price-to-earnings (P/E) ratio for the S&P 500, which compares current stock prices to expected earnings over the next four

quarters, now sits just below 22 times. That is down about 3.3% from this time last year. In plain terms, investors are paying slightly less for each
dollar of expected future earnings than they were a year ago.
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Profit Margins Hit Record High

Corporate profit margins across the S&P 500 have climbed to 15.4%, an all-time high. Profit margin is the share of every sales dollar that a
company keeps as profit after expenses. Companies are keeping more of every dollar, thanks to strong productivity gains, pricing power, and
efficiency improvements.
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Sector Readings:Information Technology Still Strongest, Followed By Industrials, Then Communication
Services; Utilities Weakest, Followed By Healthcare

Information Technology is still in first place, followed by Industrials, then Communication Services. Utilities fall into last place this week, followed
by Healthcare. Energy is no longer among the top three sectors for the first time in 28 weeks, more than half a year, showing it has entered a
correction. Also, Financials are no longer one of the two weakest sectors for the first time in 19 weeks, more than a quarter, and are showing
improvement; the sector has possibly bottomed.

Our sector model analyzes S&P 500 GICS sector classifications, using a weighted measure of price momentum across three time periods. We rank
each sector from best to worst based upon the average of its 40-, 26-, and 13-week relative price performances. We rank each sector from 1 to
11, with 1 being the strongest and 11 the weakest.

Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Jun 19 Jun 12 Jun 5 May 29 May 22 May 15 May & May 1
Consumer Discretionary 8 10 9 ] 5 7 B 9
Consumer Staples T 7 8 8 8 B 8 8
Energy 5 2 2 2 1 1 3 1
Financials 9 11 11 1 10 11 11 11
Healthcare 10 8 7 9 1 9 10 10
Industrials 2 3 3 4 4 4 5 5
Information Technology 1 1 1 1 2 2 2 3
Matenals 4 4 5 5 T 5 4 4
Communication Services 3 6 4 3 3 3 1 2
Utilities 11 9 10 10 9 10 9 (3]
Real Estate 6 5 6 7 i} a 7 7

Source: Bloomberg, Sanctuary Wealth, June 19, 2026
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OBOS List: Information Technology Remains Unusually Overbought; Energy, Consumer Staples,
Healthcare, and Utilities Are Oversold; Consumer Discretionary, Real Estate, Financials, Communication
Services, Industrials, and Materials Are Near Oversold

Information Technology remained overbought last week, and its overbought condition is a bit extreme. Energy, Consumer Staples, Healthcare,
and Utilities were oversold. The remaining sectors - Consumer Discretionary, Real Estate, Financials, Communication Services, Industrials, and
Materials - were near oversold. While not without precedence, this is an extremely rare situation. Conditions for a major sector rotation and its
associated volatility are still in place with namely Technology at risk of a significant correction.

Our tactical sector rotation model uses the S&P 500 GICS sector classifications. We apply a 13-week rate of change methodology that
normalizes the rankings from overbought (OB) to oversold (OS). An industry group is overbought when it has risen too far too fast, relative to
the rest of the market, based upon its normal movement. Conversely, it's oversold when it has lost too much too fast, relative to the rest of the
market, based upon its normal movement. Over time, a sector tends to move back toward its normal rate of change, relative to the rest of the
market. Overbought sectors tend to slow their pace of gains in relative price, while oversold sectors tend to improve in relative price until they
reach their average performance again.

Here’s our methodology: the overbought-oversold table of sectors measures the 13-week rate of change in the relative price of each sector. We
then average (i.e., smooth) this over 3 weeks and normalize the results. Normalized oscillator values over 1.0 are considered overbought, while
those between 0.6 and 1.0 are considered near overbought. Normalized oscillator values below -1.0 are considered oversold, while those
between -0.6 and -1.0 are considered near oversold.

Sector Overbought / Oversold List as of 19 June 2026

nomalized

rank S&P Sector Oscillator

1 Information Technology 20058 Overbought

2 Materials -0.6960 Near Oversold

3 Industrials -0.7223

4 Communication Services -0.7424

5 Financials -0.8087

6 Real Estate -0.8504

T Consumer Discretionary -0.8603

8 Utilities -1.6946 Cwversold

9 Healthcare -1.8546

10  Consumer Staples -1.8978

11 Enemy -2.3782

Source: Bloomberg, Sanctuary Wealth, June 19. 2026

Year-To-Date Performance Of The S&P 500 Sectors
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Market Performance: Energy Is Still The Best Performing Asset Year-To-Date, While Bitcoin Is Still The

Information Technology Was The Best Performing Asset Year-To-Date, Followed Closely By Nasdaq 100
And Russell 2000; Bitcoin Is Still The Weakest

Maonth Manth Quarter Quarter Year Year Year Year
Last End to End o End o Ago To
6/19/2026  5/29/2026 Date | 3/31/2026 Date [ 12/31/2025  Date | 619/2025  Year

S&P 500 750058 T580.06 -1.0% 6528 52 14 9% 6845 50 5080 87 25 4%
NASDAQ Composite 2651793 2607262  -1.79%| 2150063 228%| 2324199 1954627

NASDAG 100 740,62 73831 03% straal 283%| 614 528,00

Russell 2000 297977 291934 2.1% 249637 19.4%| 248101 2112.98

S&P Consumer Discretionary Sector 1907 81 200294 -4.7% 174822 0.1% 192843 169839 12.3%
S&P Consumer Staples Sector 926 99 92147  08% 925,56 0.2% 864,89 834,90 4.8%
S&P Energy Sector 815.24 85493  -46% o330 STEER|  oero4 669.33  21.8%
S&P Financlal Sector 888 84 856 67 82222 8.1% 911,60 83351 6.6%
S&P Healthcare Sector 173639 173978 -0.2% 111039 15%| 180589 154729 12.2%
S&P Industrials Sector 1527 80 146353 1369 67 115%| 131314 120077 27 2%
S&P Information Technology Sector GEBO.B4 702177 -2.0% s150.06 NG|  soe4.00 amo.20 04605
S&P Materials Sector 647,38 £38.95 1.3% 627.82 1% 574.41 4657  18.4%
S&P Real Estate Sector 27711 27906  -07% 259,98 6.6% 255,03 260,87 6.2%
S&P Communications Sector 460 92 49315  -4.79% 420,28 11.8% 45239 36127 30.1%
S&P Utilities Sector 452 20 44971 06% 466,42 -3.0%)| 433.81 40661 11.2%
S&P 500 Total Return 1677264 1693535 -1.0% 14560.75 15.2%| 1522046 13213.88 26 0%
3 menth Treasury Bill Price 9906 99 08 0.0% 99,08 0.0% 99,09 98 92 0.1%
3 month Treasury Bill Total Return 27262 2T2.05 0.2% 270.38 0.8% 268.01 262.10 40P
10 Year Treasury Bond Future 109 63 10083 -0.2% 111.05 -1.3% 112 .44 11080 -1.1%
10 Year Treasury Note Total Return 3487 314.82 0.0%: 315.71 -0.3% 316,61 305.29 3.1%
iShares 20+ Year Treasury Bond ETF 8675 8576 1.2%, 85 69 0.1% a7.18 86 65 0.1%
S&P Municipal Bond Total Return 295 06 20982  04% 289,48 1.9% 290,00 276,50 6.7%
iShares S&F National Municipal Bond NAV 10718 10609 0.2% 106.04 1.1% 106.85 103.89 3.2%
S&P 500 Investment Grade Corporate Bond Total Return 503 95 503,58 0.1% 496,96 1.4% 499 46 TR0 5.4%
S&P Investment Grade Corporate Bond a1 65 977 -0.1% o132 0.4% 92 75 90,93 0.8%
S&P Investment Grade Corporate Bond Total Return 538.05 53757 0.1% 530,81 1.4% 53299 510,04 5.5%
SFDR Bleomberg High Yield Bond ETF 9639 96.77 -0.4% 95.72 0.7% ar.21 95.94 0.5%
iShares |Boxx High Yield Corporate Bond ETF 80.01 8031 -0.4% 79,56 0.6% 80.63 79,55 0.6%
Gold 4146.75 454026 -8.7% 4668 06 431937 i 3370.90 2305
Bitcoin B2416.79 7358198 6819395 -B5%| 8764754 104297 01

Silver 64,61 7530 -14.2% 75.17 -14.0% 7166  -0.8% 3638 T76%

Source: Bloomberg, Sanctuary Wealth, June 19 2026

Inflation, Al, Oil And The World Cup

This week, the world is glued to coverage of the World Cup - but will also be watching the traffic in
the Strait of Hormuz and hoping the US-Iran MOU stays in effect.

The biggest economic headline this week arrives on Thursday, when the Bureau of Economic Analysis releases the May Core Personal
Consumption Expenditures (PCE) Price Index, the Fed's preferred inflation gauge. Investors will be watching closely for confirmation of
Chair Warsh’s hawkish tone, particularly after he emphasized the importance of price stability in the Fed’s mandate.

On the corporate side, Micron Technology (MU) reports fiscal third-quarter results after the close on Wednesday. Given Micron'’s strong
performance and central role in the Al memory supply chain, its results and forward guidance will be closely scrutinized as a barometer for
data-center spending and Al-related capital investment.

Ongoing developments surrounding oil supply restarts, traffic through the Strait of Hormuz, and the U.S.-lran Memorandum of
Understanding (MOU) will also remain in focus, as further progress—or unexpected setbacks—could influence energy prices.

Finally, we note the passing of former Federal Reserve Chair Alan Greenspan at age 100. His influence on monetary policy and financial

markets spanned 18 years (1987-2006), marking a stock market boom and low employment. He served under four presidents. He will likely
be remembered as one of the greatest central bankers in American history.

10



) Calendar
Mon. No events scheduled

: 9:45 AM US Flash Manufacturing PMI
: 9:45 AM US Flash Services PMI

Earnings FedEx*

Wed © 10:00 AM New Home Sales
. © 4:00 PM Federal Reserve Board releases annual bank stress test results
Earnings Micron Technology

: 8:30 AM Durable Goods

| 830 AM 3rd estimate GDP

: 830 AM Weekly Jobless Claims

© 8:30 AM Personal Income, M/M%

830 AM Consumer Spending, M/M%

8:30 AM PCE Price ldx, M/M%

: 8:30 AM PCE Price Idx, Y/Y%

8:30 AM PCE Core Price ldx, M/M%

: 830 AM PCE Core Price Idx, Y/Y%
11:00 AM Kansas City Fed Survey
6:30 PM FRB Chicago President Austan Goolsbee speaks at Chicago Council on Global Affairs

Thu.

. . 8:30 AM Advance Economic Indicators Report
Fri. . 8:30 AM Wholesale Inventories
830 AM Retail Inventories
- 10:00 AM U. Michigan Final Consumer Survey

* Earnings reflect highlights
. Sources: MarketWatch/Kiplinger's
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