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Period: July 11 — July 25, 2026 | ETF: XLF | Assessment: Active

Executive Summary

The financials sector delivered its strongest quarter on record — Goldman Sachs, Morgan Stanley, Black-
Rock and Bank of New York Mellon all posted all-time-high revenue, and every large lender raised full-
year net interest income guidance — but the macro assumption underneath those guides inverted inside
the reporting window: Brent rebounded to $100/bbl [Reuters, Jul 24 2026] and fed funds futures moved
from a 13% to a 38% probability of a July rate hike in a single week [FT, Jul 25 2026], flipping the
sector’s rate path from cuts to hikes. XLF returned 1.08% over the trailing two weeks (Jul 10-Jul 24) to
close at $56.31, within 1% of its $56.94 52-week high, while the 10-year Treasury yield reached 4.71%
and the 30-year 5.17% — the highest since January 2025. The tension that defines the sector right now
is that realized US inflation is decelerating (June core CPI 2.6% vs 2.8% expected, June PPI —0.3% vs
flat) even as the market prices two hikes by year-end on an oil shock that has not yet passed through.

Holdings Reference

Ticker Weight Company Business Line
JPM 11.89% JPMorgan Chase &  Universal bank — consumer, commercial, CIB, asset &
Co wealth management
BRK-B 11.41% Berkshire Hathaway Insurance float, wholly-owned operating businesses,
Inc CI B equity portfolio
\Y 7.40% Visa Inc Class A Payment network — card authorization, clearing,
value-added services
MA 5.43% Mastercard Inc A Payment network — card processing, cross-border,
services
BAC 5.08% Bank of America Universal bank — consumer, GWIM, global markets, 1B
Corp
GS 4.02% Goldman Sachs Global banking & markets, asset & wealth management
Group Inc
WFC 3.35% Wells Fargo & Co Consumer/commercial lending, home lending,

corporate & investment banking
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Ticker Weight Company Business Line
MS 3.27% Morgan Stanley Institutional securities, wealth management,
investment management
C 2.85% Citigroup Inc Services, markets, banking, US personal banking,
wealth
AXP 2.30% American Express Closed-loop card network and lender — premium
Co consumer and commercial

Top 10 holdings shown. Full list: 80 holdings in XLF (top 20 retained after the 0.5% weight filter).

Theme 1: Rate path flips from cuts to hikes

Composite Score: 4.8 | Direction: mixed | Breadth: sector-wide

Materiality Breadth Evidence Novelty Consensus Dev. Durability
5/5 5/5 4/5 5/5 5/5 3/5

What’s Happening

Every 2026 guidance number issued by the XLF lending complex was built on an assumption of Fed rate
cuts. Wells Fargo guided FY2026 net interest income to approximately $50B in January 2026 explicitly
while expecting two to three Fed rate cuts [WFC Q4 2025 Transcript]. Schwab’s January 2026 scenario
assumed continued cuts alongside $5.70-$5.80 of adjusted EPS [SCHW Q4 2025 Transcript]. Inside this
two-week window that assumption inverted. Brent rebounded to $100/bbl after a 40% monthly surge on
renewed Middle East hostilities and Houthi attacks on Red Sea shipping [Reuters, Jul 24 2026], and fed
funds futures moved from pricing a 13% chance of a quarter-point hike to 38% in a single week per CME
Group data [FT, Jul 25 2026]. Two hikes are now implied by year-end, with the 10-year Treasury at
4.71% and approaching the 4.75% level traders identified as critical for equities [Reuters, Jul 24 2026].

The company-level confirmation is unambiguous and dated. Schwab’s July 21 updated FY2026 sce-
nario now embeds a 25bp hike timed to December 2026 per the forward curve [SCHW Q2 2026 Tran-
script] — the same company that six months earlier modelled cuts. That single revision carries more
evidential weight than any volume of macro commentary, because it shows the repricing has already
reached the guidance stack. Bank of America quantifies the mechanical effect at roughly +$1.0B of in-
cremental NII over the following twelve months per 100bp parallel hike [BAC Q2 2026 Transcript]. For
asset-sensitive lenders this is upside; for securities portfolios it is not. U.S. Bancorp’s CET]1 ratio is
10.8% reported but 9.4% including AOCI — a 140bp unrealized-loss drag that widens as the long end
sells off [USB Q2 2026 Transcript] — and PNC sold $4B of securities at a $139M loss in Q2 to reposition
into a 120bp higher yield [PNC Q2 2026 Transcript].

The critical nuance, and the reason this theme is scored mixed rather than positive, is that the repricing
is forward-looking and geopolitical rather than data-confirmed. June CPI printed below consensus on
every measure — headline 3.5% vs 3.8% expected, core 2.6% vs 2.8%, and CPI MoM actually fell 0.4%
against a —0.1% estimate [BLS CPI release, Jul 14 2026] — and June headline PPI came in at —0.3%
MoM against a flat estimate [BLS PPI release, Jul 15 2026]. Realized US inflation is decelerating. The
market is pricing hikes on an oil shock that has not yet passed through. Adding to the uncertainty, the
Federal Reserve under Chair Kevin Warsh has launched five task forces including a monetarism revival
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and has deliberately reduced forward guidance [FT, Jul 24 2026], so the reaction function itself is less
legible than at any point since 2008.

Why Now

The trigger is external to the sector: a 40% one-month move in crude tied to Middle East escalation,
compounded by new US tariffs of 10-12.5% on 60 trading partners covering 99.4% of imports [Reuters,
Jul 24 2026]. Both are supply-side price shocks arriving into a Fed that has removed its own forward
guidance. The transmission into financials is immediate because bank guidance is a rate-path derivative:
the sector spent H1 2026 issuing 2026 targets predicated on easing, and the market repriced the input
without the companies having a chance to reissue the output. The gap between the two is the theme.

What Breaks This

Brent retracing below roughly $85 would unwind it almost entirely — the hike odds are a function of
the oil path, not of realized inflation, which is going the other way. A July 29 FOMC statement that
explicitly characterizes the energy move as a relative-price shock and cites the sub-consensus June core
CPI and PPI would push December hike odds back toward 10—-15% and the 10-year under 4.50%. In the
other direction, a soft July employment report on August 7 or a downside July CPI on August 12 would
do the same more slowly. The theme also breaks if deposit betas prove higher than modelled under a
hiking regime — the NII upside assumes deposits reprice more slowly than assets, and that relationship
is untested at current balance levels.

Key Data Points

Brent rebounded to $100/bbl after a 40% monthly surge; new US tariffs of 10-12.5% compound the
inflation impulse [Reuters, Jul 24 2026]

Fed funds futures price a 38% chance of a quarter-point hike on Wednesday, up from 13% a week
earlier, per CME Group [FT, Jul 25 2026]

10-year yield 4.71%, 33% hike probability priced for next week, two hikes implied by year-end
[Reuters, Jul 24 2026]

10-year at 4.7% vs approximately 4.0% before the Iran war began — an 80bp rise; 30-year mortgage
rate 6.58% [NYT, Jul 24 2026]

Record $7.1B weekly outflow from US investment-grade bond funds and ETFs (week to Jul 22) after
an $8.2B single-day outflow [Reuters, Jul 24 2026]

Schwab’s FY2026 scenario now assumes a 25bp hike timed December 2026 per the forward curve
[SCHW Q2 2026 Transcript]

A 100bp parallel hike is worth approximately $1.0B of NII over the following 12 months [BAC Q2
2026 Transcript]

CET1 10.8% reported vs 9.4% including AOCI — a 140bp unrealized-loss drag [USB Q2 2026
Transcript]

Sold $4B of securities at a $139M loss to pick up 120bps of yield; NIM 2.96% [PNC Q2 2026
Transcript]

Fixed income portfolio book yield 5.1%; record adjusted net investment income $1.88B [CB Q2 2026
Transcript]

Companies Affected
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Ticker ETF Weight Impact

JPM 11.89% Direct - Largest NIl base in the fund; asset-sensitive to a parallel hike,
AOCI-exposed on securities

BAC 5.08% Direct - Quantified +$1.0B NIl per 100bp hike; also carries
securities-portfolio AOCI drag

WFC 3.35% Direct - Entire ~$50B FY2026 NIl guide was set expecting 2-3 cuts

MS 3.27% Direct - Wealth deposit repricing and $436B of wealth deposits reprice
against the front end

C 2.85% Direct - NIl ex-Markets guided 5-6% for the year under the prior rate path

SCHW 211% Direct - Only holding to have already reissued guidance embedding a
hike; sweep NIM is the mechanism

CB 1.62% Direct - 5.1% book yield rises with reinvestment; record net investment
income is rate-dependent

PNC 1.27% Direct - Actively repositioning securities at a realized loss to capture
higher yields

USB 1.25% Direct - Largest disclosed AOCI gap in the fund at 140bp of CET1

Catalyst Watch

Jul 29, 2026 - FOMC July rate decision: No SEP, so the entire information content is the statement
text and the Warsh press conference. A July hike is close to unpriced, meaning surprise capacity is
one-directional — from a hold, the market can only be shocked hawkish.

Aug 5, 2026 - Treasury Quarterly Refunding Announcement: Supply-side driver of the long end,
independent of the Fed path.

Aug 12, 2026 - July CPI release + long-end Treasury auctions (same session): CPI prints at 8:30
AM ET and the 10-year and 30-year auctions clear the same afternoon. A tail after a hot core is the
cleanest evidence that the market is demanding term premium rather than repricing the front end.
Decision Point: Sep 16, 2026 - FOMC decision plus the only Summary of Economic Projections
inside the window. A statement can preserve ambiguity indefinitely; a dot plot must commit to a
number.

Theme 2: Record capital markets revenue at trading banks

Composite Score: 4.6 | Direction: positive | Breadth: subsector (nine holdings, ~33% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
5/5 4/5 5/5 4/5 2/5 3/5

What’s Happening

Q2 2026 was the best capital markets quarter on record across the trading banks, and the strength was
broad rather than concentrated in one desk. Goldman Sachs posted record revenue of $20.3B, EPS of
$20.98, ROE of 23.5% and ROTE of 25.5%, with HI announced deal volume of $1.2T; equities inter-
mediation rose 60% YoY, equity financing 91%, and FICC net revenue reached $4.6B, up 32% [GS Q2
2026 Transcript]. JPMorgan’s equities markets revenue rose 86% YoY with IB fees up 30% and CIB
revenue of $24.9B, up 27% [JPM Q2 2026 Transcript]. Bank of America’s sales and trading revenue of
$7.2B was up 33%, with equities up 70% and IB fees up 50%, and management characterized FICC as
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its strongest quarter in more than a decade [BAC Q2 2026 Transcript]. Morgan Stanley posted record
revenue of $21.3B with IB revenue of $2.4B up 58% and a 26.6% ROTCE [MS Q2 2026 Transcript].

The composition matters more than the headline. Citigroup’s banking revenue rose 34% YoY on
ECM up 92% and DCM up 65% — but its M&A revenue actually fell 4% [C Q2 2026 Transcript]. This
is an issuance and financing cycle, not a classic advisory cycle. Citi’s markets revenue crossed $7B, up
17%, with equities up 45% and prime balances up roughly 60%. The same pattern appears at Goldman,
where equity financing grew faster than intermediation. That makes the revenue increasingly balance-
sheet intensive and leverage-dependent rather than fee-light.

The cycle has propagated below the money-center tier. U.S. Bancorp’s capital markets revenue rose
31% YoY excluding BTIG, with BTIG itself posting a record $98M revenue month, against a stated
target of taking capital markets from 7% to 10% of total revenue [USB Q2 2026 Transcript]. PNC’s
capital markets and advisory revenue rose $114M, or 25%, linked-quarter, with management citing +80%
YoY [PNC Q2 2026 Transcript]. Across the regional lender cohort, capital markets revenue rose 55%
on average [Reuters, Jul 17 2026]. The underwriting backdrop is confirmed independently: 2026 IPO
proceeds are up 800% to $142.4B on 86 deals, even as deal count fell 22.5% YoY [CNBC, Jul 17 2026]
— proceeds are being driven by a handful of mega-listings rather than by broad issuance.

Why Now

Two forces converged. The Al capital-formation cycle (Theme 5) is generating unprecedented underwrit-
ing demand — Goldman attributes debt underwriting up 75% and equity underwriting up 130% directly
to it. Simultaneously, seven months of geopolitical volatility have driven intermediation volumes: volatil-
ity is the raw input to trading revenue, and the Iran conflict, the tariff regime and the rate repricing have
supplied it continuously. Schwab’s 11.9M daily average trades and $1.2B of trading revenue, up 28%
YoY [SCHW Q2 2026 Transcript], show the same volatility reaching the retail channel.

What Breaks This

A Fed hike is the specific mechanism. The same volatility that lifts intermediation revenue freezes the
issuance window that is generating the larger share of the growth — a hawkish September SEP would
shut ECM and DCM while leaving trading intact, which is a net negative given the composition. The
second trigger is already visible: SpaceX is trading at $126 against a $135 IPO price and more than
40% below its $225.64 peak, dampening appetite for the mega-listings that drove Hl ECM [CNBC, Jul
17 2026], and Visma’s €19B listing has been postponed [FT, Jul 18 2026]. The third is arithmetic —
comparisons get materially harder from Q3 2026 with these records in the base.

Key Data Points

Record Q2: revenue $20.3B, EPS $20.98, ROE 23.5%, ROTE 25.5%; H1 announced deal volume
$1.2T [GS Q2 2026 Transcript]

Equities intermediation +60% YoY, equity financing +91%, FICC net revenue $4.6B (+32%) [GS
Q2 2026 Transcript]

Equities markets revenue +86% YoY, IB fees +30%, CIB revenue $24.9B (+27%) [JPM Q2 2026
Transcript]

Sales & trading $7.2B (+33%), equities $3.6B (+70%), IB fees $2.1B (+50%) [BAC Q2 2026 Tran-
script]

Record revenue $21.3B, IB revenue $2.4B (+58%), ROTCE 26.6% [MS Q2 2026 Transcript]
Banking revenue +34% YoY: ECM +92%, DCM +65% — but M&A revenue —4%; markets revenue
+17% with prime balances up ~60% [C Q2 2026 Transcript]
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Capital markets revenue +31% YoY ex-BTIG; BTIG posted a record $98M revenue month [USB Q2
2026 Transcript]

Capital markets revenue rose 55% on average across regional lenders; USB loan growth 7% YoY vs
Citizens 5% and Regions 3% [Reuters, Jul 17 2026]

Ratings transactional revenue +15% YoY; private markets ratings revenue +25%; ratings operating
margin 67.8% [SPGI Q1 2026 Transcript]

2026 TPO proceeds up 800% to $142.4B on 86 deals, with deal count down 22.5% YoY [CNBC, Jul
17 2026]

Companies Affected

Ticker ETF Weight Impact

GS 4.02% Direct - Record revenue, EPS and ROE; the purest expression of the
theme

JPM 11.89% Direct - CIB revenue $24.9B (+27%); equities +86%

BAC 5.08% Direct - Strongest FICC quarter in more than a decade; IB fees +50%

MS 3.27% Direct - Record revenue $21.3B; IB +58%

C 2.85% Direct - ECM +92%, DCM +65%, but M&A -4% — the compositional
caveat

SPGI 1.62% Direct - Ratings transactional revenue +15%; benefits from issuance
volume, not trading

SCHW 2.11% Direct - Retail channel expression: 11.9M DATSs, trading revenue +28%

USB 1.25% Direct - Deliberate build from 7% to a 10% revenue target via BTIG

PNC 1.27% Direct - Capital markets & advisory +25% linked-quarter

Catalyst Watch

Jul 28, 2026 - SPGI Q2 2026 earnings: The only meaningful intervening read before October. Rat-
ings transactional revenue is a direct proxy for the issuance window.

Sep 14, 2026 - Barclays Global Financial Services Conference: Mid-quarter backlog commentary
from most of the cohort.

Decision Point: Oct 13, 2026 - JPM and GS Q3 2026 earnings. Backlog commentary, not reported
revenue, determines whether Q2 was a new level or a single-quarter windfall.

Reversing risk: Sep 16, 2026 - A hawkish SEP closes the issuance window that generates most of
this revenue.
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Theme 3: Loan growth drives NIl guidance raises

Composite Score: 4.4 | Direction: positive | Breadth: subsector (eight lenders, ~28% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
5/5 4/5 5/5 3/5 2/5 3/5

What’s Happening

Loan growth turned broad in Q2 and lenders responded by raising full-year NII guidance nearly across
the board. JPMorgan raised FY2026 NII ex-Markets guidance to $96.5B from $95.0B, with total NII
guided to $105.5B [JPM Q2 2026 Transcript]. Bank of America raised its FY2026 NII growth guide to
the upper end of 6%—8% — after moving from 5%—7% in January to 6%-8% in April — and lifted its
operating leverage guide to 300—400bps from a prior “greater than 200bps” [BAC Q2 2026 Transcript].
U.S. Bancorp raised FY2026 net revenue growth guidance to 7%—9%, or 5%—7% excluding BTIG, from
a prior 4%—6% ex-BTIG range [USB Q2 2026 Transcript]. Bank of New York Mellon raised FY2026
guidance to 10-11% revenue growth with approximately 400bps of operating leverage [BNY Q2 2026
Transcript], and Schwab raised FY2026 revenue growth guidance to 17.5%-18.5% [SCHW Q2 2026
Transcript].

The volumes behind the raises are real. Bank of America’s average loans reached $1.2T, up 8% YoY
or $88B, with commercial loans up 11% — the ninth consecutive quarter of loan growth [BAC Q2 2026
Transcript]. PNC’s average loans of $363B rose 4% linked-quarter, or $12B [PNC Q2 2026 Transcript].
U.S. Bancorp’s average loans of $405B rose 7.1% YoY [USB Q2 2026 Transcript]. Citigroup’s average
loans rose approximately 6% with average deposits up 12% [C Q2 2026 Transcript]. Schwab’s bank loan
balances reached $67B, up 33% YoY [SCHW Q2 2026 Transcript].

The important qualification is that margin is not doing the work — volume is. PNC’s NIM expanded
1bp to 2.96% and U.S. Bancorp’s 2bps to 2.79%, with USB framing its 3% NIM target as “at some
point in 2027 [PNC and USB Q2 2026 Transcripts]. Wells Fargo’s NIM actually compressed 4bps in
Q2 after 13bps in Q1, on deliberate markets-financing growth, and it held FY2026 NII at approximately
$50B rather than raising [WFC Q2 2026 Transcript]. Funding costs are helping at the margin — PNC’s
interest-bearing deposit rate paid fell Sbps to 1.91% with non-interest-bearing deposits up 4% linked-
quarter at 23% of total [PNC Q2 2026 Transcript] — but the earnings growth here is a volume story, and
volume can stop.

Why Now

Commercial loan demand is being pulled forward by the same capital-formation cycle driving Theme
2: bridge financing, acquisition financing and data-center construction lending all land in commercial
balances. That is also the risk — Bank of America’s 11% commercial growth arriving in a record capital
markets quarter may partly be bridge facilities that repay rather than durable balances. Note also what is
not participating: PNC’s consumer loans fell $730M linked-quarter, so the consumer side of loan demand
is absent from this theme.

What Breaks This

The guidance raises were all set before the hike repricing. Deposit betas under a hiking regime rather
than a cutting one are untested, and a rapid repricing of deposits would convert the rate move from NII
tailwind to NIM headwind. Beyond that, a deteriorating labor market is the cleanest reversal signal —
the August 7, September 4 and October 2 employment reports are each classified as reversing catalysts
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for this theme. Schwab’s 33% bank loan growth is concentrated in its Pledged Asset Line, collateralized

by client securities, so an equity drawdown would shrink that book mechanically.

Key Data Points

FY2026 NII ex-Markets guidance raised to $96.5B from $95.0B; total NII guided to $105.5B [JPM
Q2 2026 Transcript]

FY?2026 NII growth raised to the upper end of 6%—8%; operating leverage guide raised to 300-400bps
[BAC Q2 2026 Transcript]

Average loans $1.2T, +8% YoY (+$88B); commercial loans +11% YoY; ninth consecutive quarter of
loan growth [BAC Q2 2026 Transcript]

Average loans $363B, +4% linked-quarter (+$12B); NII $4.1B (+4% LQ); NIM 2.96% (+1bp) [PNC
Q2 2026 Transcript]

FY2026 net revenue growth guidance raised to 7%—9% (5%—7% ex-BTIG) from 4%—6% ex-BTIG
[USB Q2 2026 Transcript]

Average loans $405B, +7.1% YoY; NIM 2.79% (+2bps LQ); 3% NIM target framed as “‘at some point
in 2027 [USB Q2 2026 Transcript]

FY2026 revenue growth guidance raised to 17.5%—18.5%; bank loans $67B (+33% YoY) [SCHW
Q2 2026 Transcript]

FY2026 NII held at ~$50B; NIM compressed 4bps in Q2 after 13bps in Q1 [WFC Q2 2026 Transcript]
NII ex-Markets grew 6% in Q2 against 5-6% full-year guidance; average deposits +12%, average
loans ~+6% [C Q2 2026 Transcript]

NII $1.4B, +20% YoY and +6% QoQ; FY2026 guidance raised to 10—~11% revenue growth [BNY
Q2 2026 Transcript]

Interest-bearing deposit rate paid fell Sbps to 1.91%; non-interest-bearing deposits +4% LQ at 23%
of total [PNC Q2 2026 Transcript]

USB loan growth 7% YoY vs Citizens 5% and Regions 3% — growth is real but dispersed [Reuters,
Jul 17 2026]

Companies Affected

Ticker ETF Weight Impact

JPM 11.89% Direct - Largest absolute NIl raise: +$1.5B on ex-Markets guidance

BAC 5.08% Direct - Second consecutive quarterly guidance raise; +8% loan growth

WFC 3.35% Direct - The exception: NIl held flat, NIM compressing

C 2.85% Direct - NIl ex-Markets tracking above the full-year guide

SCHW 2.11% Direct - Largest percentage loan growth in the cohort, but
collateral-dependent

BNY 1.39% Direct - +20% YoY NIl with a raised full-year guide

PNC 1.27% Direct - $12B linked-quarter loan growth, thin NIM expansion

USB 1.25% Direct - Three-percentage-point revenue guidance raise

Catalyst Watch

Aug 7/ Sep 4/ Oct 2, 2026 - Employment Situation reports: Each is a reversing catalyst — loan
demand and credit both track employment.

Sep 16, 2026 - FOMC decision + SEP: Converts the theme from volume-driven to volume-plus-
price, or exposes deposit-beta risk. Precedes the October guidance revisions by four weeks.
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Decision Point: Oct 13—15, 2026 - JPM (Oct 13), BAC (Oct 14) and PNC (Oct 15) Q3 earnings. The
guidance revisions that follow the SEP.

Theme 4: Capital return accelerates on Basel relief

Composite Score: 4.2 | Direction: positive | Breadth: sector-wide (fifteen holdings)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 5/5 5/5 3/5 2/5 4/5

What’s Happening

Capital return accelerated across every subsector of the ETF simultaneously in Q2, driven by record
profits and by the expectation that the reproposed Basel III endgame rules will free capital. The dividend
raises are the clearest signal because they are permanent commitments: Bank of America raised its quar-
terly dividend 14%, up 4 cents to 32 cents per share [Reuters, Jul 24 2026]; PNC raised 18% to $2.00
[PNC Q2 2026 Transcript]; Bank of New York Mellon raised 19% to $0.63 [BNY Q2 2026 Transcript];
Morgan Stanley raised 15% to $1.15 [MS Q2 2026 Transcript]; Citigroup raised 12% [C Q2 2026 Tran-
script]; Wells Fargo raised its Q3 dividend 11% to $0.50 [WFC Q2 2026 Transcript]; and Goldman’s
quarterly dividend of $5.00 is up 25% YoY and 150% over five years [GS Q2 2026 Transcript].

Buyback capacity is the larger dollar story. Visa alone repurchased $7.9B in Q2 and distributed
$1.3B of dividends, against a new $20B April authorization on top of $13B remaining [V Q2 2026
Transcript]. Goldman repurchased $4B, Citi $4B against a $30B program, Capital One $2.7B against
a 13.7% CET1 ratio versus an 11% long-term capital need, American Express $2.2B, Morgan Stanley
$1.5B, and Wells Fargo $7B across H1 [respective Q2 2026 Transcripts]. Chubb authorized a new $7.5B
repurchase program and repurchased $979M in the quarter at an average price of $327.18 [CB Q2 2026
Transcript]. BlackRock raised its quarterly buyback floor to at least $550M against $450M executed in
Q2, with 2026 capital return guidance of $5.7B [BLK Q2 2026 Transcript]. Progressive paid a $13.50
per share variable dividend in January 2026, totalling $8.0B, on a 2025 comprehensive ROE of 40%
[PGR Q4 2025 Transcript].

The enabling condition is regulatory. Wells Fargo expects roughly a 7% RWA decline under the
proposed capital rules [WFC Q1 2026 Transcript], and Morgan Stanley reports CET1 of 14.8% with a
300-350bp excess buffer after accreting $18B of capital over ten quarters [MS Q2 2026 Transcript]. That
excess is what is being distributed.

Why Now

Stress capital buffers are frozen until 2027 and will then be recalculated with feedback-adjusted models.
That freeze, combined with a Basel III endgame repropose that is materially less demanding than the
original, has given management teams visibility to commit capital they were previously holding. Record
Q2 profits supplied the numerator.

What Breaks This

The Basel repropose is not final — JPMorgan publicly called it miscalibrated and anti-competitive [JPM
Q1 2026 Transcript], and a re-tightening would strand the payout assumptions. The sharper near-term
risk is AOCI: unrealized securities losses are excluded from CET1 for most of these banks today, and
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U.S. Bancorp’s 140bp gap between reported and AOCI-inclusive CET1 shows exactly what a rule change

— or a further long-end selloff — would cost. A hiking cycle that damages securities portfolios could

force a mid-cycle pause in distributions. Separately, buying back stock with XLF at $56.31 against a
$56.94 52-week high is a materially worse use of capital than it was at the $47.67 low, and the theme’s

contribution to total return depends on price. U.S. Bancorp is the visible exception to the pattern: it is

still building capital and only reached $200M of quarterly buybacks.

Key Data Points

Quarterly dividend raised 14%, up 4 cents to 32 cents per share [Reuters, Jul 24 2026]

Quarterly dividend $5.00, up 25% YoY and 150% over five years; $4B of buybacks in Q2 [GS Q2
2026 Transcript]

Quarterly dividend raised 18% ($0.30) to $2.00; $1.3B total capital returned in Q2 [PNC Q2 2026
Transcript]

Dividend raised 19% to $0.63 per share [BNY Q2 2026 Transcript]

Dividend raised 15% to $1.15; $1.5B of buybacks; CET1 14.8% with a 300-350bp excess buffer
after accreting $18B over 10 quarters [MS Q2 2026 Transcript]

Q3 dividend raised 11% to $0.50; $7B of buybacks in H1 2026; CET1 10.3% vs a 10-10.5% target
[WFC Q2 2026 Transcript]

Dividend raised 12% and $4B repurchased in Q2 against a $30B program [C Q2 2026 Transcript]
New $7.5B repurchase program authorized; $979M repurchased at an average $327.18 [CB Q2 2026
Transcript]

Quarterly buyback floor raised to at least $550M (vs $450M executed in Q2); 2026 capital return
guidance $5.7B [BLK Q2 2026 Transcript]

$7.9B repurchased in Q2 and $1.3B of dividends distributed; new $20B April authorization on top
of $13B remaining [V Q2 2026 Transcript]

$2.7B repurchased; CET1 13.7% against an 11% long-term capital need [COF Q2 2026 Transcript]
$13.50 per share variable dividend paid January 2026, totalling $8.0B; 2025 comprehensive ROE
40% [PGR Q4 2025 Transcript]

Approximately 7% RWA decline expected under the proposed capital rules [WFC Q1 2026 Tran-
script]

$2.2B returned via buybacks and $0.6B of dividends in Q2; ROE 36% [AXP Q2 2026 Transcript]

Companies Affected

Ticker ETF Weight Impact

Vv 7.40% Direct - Largest single-quarter buyback in the fund at $7.9B
JPM 11.89% Direct - Largest capital base; also the loudest critic of the repropose
BAC 5.08% Direct - 14% dividend raise announced inside the window

GS 4.02% Direct - $5.00 quarterly dividend, +25% YoY; $4B buyback
WFC 3.35% Direct - $7B H1 buyback; ~7% RWA relief expected

MS 3.27% Direct - 300—350bp excess CET1 buffer is the largest disclosed
C 2.85% Direct - $30B program, $4B executed in Q2

AXP 2.30% Direct - $2.8B total return on a 36% ROE

BLK 1.90% Direct - Raised buyback floor; $5.7B FY guidance

CB 1.62% Direct - New $7.5B authorization

COF 1.58% Direct - 270bps of excess CET1 vs stated need

PGR 1.53% Direct - $8.0B variable dividend on 40% comprehensive ROE
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Ticker ETF Weight Impact

BNY 1.39% Direct - 19% dividend raise

PNC 1.27% Direct - 18% dividend raise

uUSB 1.25% Direct - The exception: still building capital, $200M quarterly buyback
Catalyst Watch

Aug 5, 2026 - Treasury Quarterly Refunding: A reversing catalyst — a long-end selloff deepens
AOCI marks and pressures distribution capacity.

Aug 10, 2026 - Form 10-Q filing deadline: AOCI and capital detail appear in the filing rather than
the release.

Sep 16, 2026 - FOMC + SEP: Reversing via the AOCI channel; the binding in-window event if stress
test scenarios publish late.

Decision Point: Federal Reserve publication of 2027 stress test scenarios — date unconfirmed. The
2025 analogue landed October 24 and a pending NPRM would codify October 15, so this most likely
falls just outside the 90-day window.

Theme 5: Al capex drives capital formation and credit risk
Composite Score: 4.0 | Direction: mixed | Breadth: subsector (~28% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 4/5 4/5 4/5 3/5 5/5

What’s Happening

The scale of Al infrastructure spending has been revised upward repeatedly and is now the single largest
demand driver behind sector underwriting revenue. Morgan Stanley now tracks 2026 Al data center capex
at $850B against a $575B forecast made in November 2025, has raised 2027 to $1.3T from $700B, and
puts 2028 at $1.5T — while arguing the investment cycle is only 10%—15% complete against a roughly
$10T cumulative compute addressable estimate [MS Q2 2026 Transcript]. JPMorgan frames it at $700B
of industry capex this year versus $400B last year, projected at $1T next year, within a roughly $4T total
annual US capex base [JPM Q2 2026 Transcript]. Moody’s independently projects $785B in 2026 and
approximately $1T in 2027 [CNBC, Jul 24 2026].

The revenue leg is directly observable. Goldman’s debt underwriting of $1.0B (+75% YoY) and
equity underwriting of $985M (+130% YoY) are attributed to the Al capital-formation cycle [GS Q2
2026 Transcript]. Blackstone’s AUM reached a record $1.35T, up 11% YoY, with infrastructure AUM
of $90B up 40% YoY and a $5.3B Williams energy infrastructure investment; transaction and advisory
fees of $321M rose 52% sequentially [BX Q2 2026 Transcript].

The credit leg is entirely forecast. Moody’s warns that the spending is eroding free cash flow and
increasing balance-sheet risk, noting six hyperscalers now carry $460B of total debt and Alphabet raised
$85B in equity [CNBC, Jul 24 2026]. Alphabet posted record quarterly profit of $112B — four times
year-ago — with Google Cloud revenue of $24.8B up 82%, yet negative quarterly free cash flow, and
raised its FY capex guide to $195-205B; OpenAl projects $750B of computing spend through 2030 and
Anthropic secured $5B of AMD chip commitments [NYT, Jul 23 2026]. Sentiment turned inside the
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window: Reuters’ Morning Bid noted that cash burn and spiking crude dominated the week and that
the Al capex boom “might be running out of fuel” [Reuters, Jul 24 2026]. Critically, no XLF holding
has taken a provision or reserve against Al-related credit exposure, and none has disclosed Al or
data-center exposure as a separate segment. The entire risk side of this theme is projection.

Why Now

Two of the three largest capex revisions in this data set were made inside the last eight months, and the
financing has shifted from cash flow to capital markets — which is precisely when it becomes a financials
theme rather than a technology one. Alphabet generating record profit while running negative free cash
flow is the inflection: the hyperscalers have crossed from self-funding to external funding, and the banks
are the channel.

What Breaks This

The credit thesis breaks upward if the August 10 10-Q filings contain no concentration disclosure and no
qualitative reserve overlay — in which case the theme stays a pure revenue story. It breaks downward if
returns on the financed capex compress: Moonshot’s open-weight Kimi K3 release shifts the competitive
basis from chip access to cost efficiency, which would compress the return on exactly the assets being
financed. Off-balance-sheet and SPV structures mean the reported $460B of hyperscaler debt likely
understates true leverage, so the first realized loss could arrive from an unmeasured exposure. Morgan
Stanley’s own capex forecast has been revised up twice in eight months, which cuts both ways on forecast
reliability.

Key Data Points

Al data center capex: 2026 tracking $850B vs $575B forecast in Nov 2025; 2027 raised to $1.3T
from $700B; 2028 $1.5T [MS Q2 2026 Transcript]

The Al investment cycle is only 10%—15% complete against a ~$10T cumulative compute addressable
estimate [MS Q2 2026 Transcript]

Industry Al capex $700B this year vs $400B last year, projected $1T next year, within ~$4T of total
annual US capex [JPM Q2 2026 Transcript]

Moody’s projects capex of $785B in 2026 and ~$1T in 2027; six hyperscalers carry $460B of total
debt; Alphabet raised $85B in equity [CNBC, Jul 24 2026]

Alphabet record quarterly profit $112B (4x YoY), Google Cloud revenue $24.8B (+82%), negative
quarterly FCF; FY capex guide raised to $195-205B [NY'T, Jul 23 2026]

OpenAl projects $750B of computing spend through 2030; Anthropic secured $5B of AMD chip
commitments [NYT, Jul 23 2026]

Debt underwriting $1.0B (+75% YoY) and equity underwriting $985M (+130% YoY) on the Al
capital-formation cycle [GS Q2 2026 Transcript]

Record AUM $1.35T (+11% YoY); infrastructure AUM $90B (+40% YoY); $5.3B Williams energy
infrastructure investment [BX Q2 2026 Transcript]

Transaction and advisory fees $321M, up 52% sequentially; fee-related performance revenue +68%
YoY [BX Q2 2026 Transcript]

Morning Bid: cash burn and spiking crude dominated the week; the Al capex boom “might be running
out of fuel” [Reuters, Jul 24 2026]

Companies Affected
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Ticker ETF Weight Impact

GS 4.02% Direct - Names Al capital formation as the driver of a record underwriting
quarter

JPM 11.89% Direct - Largest lender to the cycle; publishes the capex framing

MS 3.27% Direct - Sell-side capex forecaster and underwriter

BAC 5.08% Direct - Underwriting and corporate lending exposure

C 2.85% Direct - DCM +65% YoY, substantially issuance-driven

BLK 1.90% Direct - Private markets and infrastructure allocation channel

BX 1.17% Direct - Infrastructure AUM +40% YoY; direct data-center and energy
exposure

CB 1.62% Indirect - Insurance capital is a funding channel for the private credit

financing this

Catalyst Watch

Decision Point: Aug 10, 2026 - Form 10-Q filing deadline for the June quarter. The only in-window
event capable of converting the credit leg from forecast to observed — concentration-of-credit-risk
and unfunded-commitment disclosures live in the filing, not the earnings release.

Oct 13, 2026 - GS, JPM, C, BLK Q3 earnings: Underwriting backlog and private-credit deploy-
ment.

Oct 14,2026 - MS Q3 earnings: The next capex forecast revision.

Oct 22, 2026 - BX Q3 earnings: Infrastructure deployment pace.

Reversing risk: Sep 16, 2026 - A hawkish SEP raises the financing cost of the entire capex program.

Theme 6: Record asset gathering across managers and wealth

Composite Score: 4.0 | Direction: positive | Breadth: subsector (~25% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 4/5 5/5 3/5 2/5 4/5

What’s Happening

Asset gathering hit records simultaneously at the index manager, the wirehouse, the discount broker, the
alternatives manager and the custodian — a rare degree of synchronization. BlackRock reported $192B
of net inflows in Q2 and $868B over the trailing twelve months, AUM of $15.3T, revenue of $7.1B up
31% YoY, EPS of $13.91 and a 45.9% operating margin, up 260bps; iShares alone took $178B of net
inflows in Q2, with private markets at $15B and private credit at $6B, and base fee revenue rose 29%
YoY [BLK Q2 2026 Transcript]. Morgan Stanley posted record net new assets of $148B in Q2 against
$10T of total client assets and a 30.5% wealth management pre-tax margin [MS Q2 2026 Transcript].
Schwab’s core net new assets of $120B in Q2 rose nearly 50% YoY, reaching $260B in H1 on 1.4M new
brokerage accounts [SCHW Q2 2026 Transcript].

Blackstone reached record AUM of $1.35T (+11% YoY) with $70B of inflows in Q2 and $260B LTM,
private wealth AUM of $324B (+16%) and insurance AUM of $290B (+15%); it secured a $10B private
credit commitment from Nippon Life, taking credit platform AUM to $550B (+13%) [BX Q2 2026
Transcript]. Goldman reported assets under supervision of $4.0T with $91B of long-term net inflows
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— a 34th consecutive quarter — and raised FY alternatives fundraising guidance above $125B, with
$85B already raised in H1 [GS Q2 2026 Transcript]. JPMorgan’s AWM AUM reached $5.1T (+18%
YoY) on $50B of long-term net inflows, with AWM revenue up 19% at a 38% pre-tax margin [JPM
Q2 2026 Transcript]. BNY posted record revenue of $5.7B (+13%), EPS of $2.45 (+27%) and a 31%
ROTCE [BNY Q2 2026 Transcript]. Citi’s wealth segment took $15.7B of net new investment assets
in Q2 and $56B LTM, with segment ROTCE progressing from 7.7% to 10.8% to 14.4% [C Q2 2026
Transcript].

Two external datapoints show the institutional demand pool widening. Blackstone, KKR and Brook-
field together took a 49% stake in Kuwait Petroleum Corporation’s 320km pipeline network for $16B,
generating $7.85B of upfront proceeds under a 20.5-year lease [FT, Jul 25 2026]. And under the Mansion
House Accord, 17 UK pension providers committed at least 10% of workplace portfolios to productive
assets and at least £25bn to UK private markets by 2030 [FT, Jul 25 2026].

Why Now

Two structural pulls are operating at once. Retail advice penetration remains strikingly low — only 5% of
Schwab retail households are on fee-based advice while 31% of clients say they would pay for it [SCHW
Q2 2026 Transcript] — which is a multi-year conversion runway independent of markets. Separately,
institutional and sovereign allocators are actively monetizing balance sheets into private capital (Kuwait)
and being pushed toward private markets by policy (Mansion House), which expands the addressable
pool for the alternatives managers specifically.

What Breaks This

Base fees are levied on market value, so an equity drawdown hits revenue directly — Schwab’s FY2026
scenario embeds an assumption of 13% market appreciation, which is a large exposure to disclose. The
second risk is fee rate rather than flow: record inflows at falling fee rates is a materially different business
than record inflows at stable ones, and fee compression in passive is not addressed anywhere in this evi-
dence base. Third, retail semi-liquid vehicles remain under redemption pressure — Blackstone’s BREIT
repurchases fell 42% YoY but BCRED is still fulfilling only 50% of repurchase requests. Finally, part of
the flow is cycle-dependent: just over half of Morgan Stanley’s net new assets were [PO-linked.

Key Data Points

Net inflows $192B in Q2 and $868B LTM; AUM $15.3T; revenue $7.1B (+31% YoY); EPS $13.91;
operating margin 45.9% (+260bps) [BLK Q2 2026 Transcript]

iShares net inflows $178B in Q2; private markets $15B; private credit $6B; base fee revenue +29%
YoY [BLK Q2 2026 Transcript]

Record net new assets $148B in Q2; $10T total client assets; wealth management pre-tax margin
30.5% [MS Q2 2026 Transcript]

Core net new assets $120B in Q2 (up nearly 50% YoY) and $260B in H1; 1.4M new brokerage
accounts [SCHW Q2 2026 Transcript]

Only 5% of retail households are on fee-based advice while 31% of clients say they would pay for
advice [SCHW Q2 2026 Transcript]

Record AUM $1.35T (+11% YoY); inflows $70B in Q2 and $260B LTM,; private wealth AUM $324B
(+16%); insurance AUM $290B (+15%) [BX Q2 2026 Transcript]

$10B private credit commitment secured from Nippon Life; credit platform AUM $550B (+13%)
[BX Q2 2026 Transcript]

Assets under supervision $4.0T; $91B long-term net inflows — 34th consecutive quarter; FY alter-
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natives fundraising guidance raised above $125B ($85B raised in H1) [GS Q2 2026 Transcript]
AWM AUM $5.1T (+18% YoY) on $50B of long-term net inflows; AWM revenue +19% with a 38%
pre-tax margin [JPM Q2 2026 Transcript]

Record revenue $5.7B (+13%), EPS $2.45 (+27%), 31% ROTCE [BNY Q2 2026 Transcript]
Wealth net new investment assets $15.7B in Q2 and $56B LTM; segment ROTCE progression 7.7%
to 10.8% to 14.4% [C Q2 2026 Transcript]

Blackstone, KKR and Brookfield took a 49% stake in Kuwait Petroleum Corporation’s 320km pipeline
network for $16B, with $7.85B of upfront proceeds over a 20.5-year lease [FT, Jul 25 2026]
Mansion House Accord: 17 UK pension providers committed 10% of workplace portfolios to pro-
ductive assets and at least £25bn to UK private markets by 2030 [FT, Jul 25 2026]

Companies Affected

Ticker ETF Weight Impact

BLK 1.90% Direct - $192B quarterly net inflows; base fees are the primary revenue
line

MS 3.27% Direct - Record $148B net new assets; wealth is the majority of firm value

SCHW 211% Direct - $120B core NNA, +50% YoY; largest advice-conversion runway

BX 1.17% Direct - Record $1.35T AUM; private wealth and insurance channels
compounding

BNY 1.39% Direct - Record revenue and 31% ROTCE on custody and servicing

GS 4.02% Direct - $4.0T AUS; alternatives fundraising guidance raised

JPM 11.89% Direct - AWM AUM $5.1T (+18%) at a 38% pre-tax margin

C 2.85% Direct - Wealth segment ROTCE nearly doubled over three periods

Catalyst Watch

Decision Point: Oct 13, 2026 - BLK Q3 2026 earnings. Determines whether $192B of quarterly
net inflows was a level or a peak — and, more importantly for durability, whether record inflows are
arriving at stable or falling fee rates.

Decision Point: Oct 22, 2026 - BX Q3 2026 earnings. The stressed read, via BCRED repurchase
fulfilment.

Oct 14-15, 2026 - MS, SCHW, BNY Q3 earnings: Net new asset momentum across the wealth and
custody channel.

Reversing risk: Jul 29 and Sep 16, 2026 - FOMC decisions. AUM base fees are directly exposed to
market levels.
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Theme 7: P&C investment income meets softening pricing
Composite Score: 3.8 | Direction: mixed | Breadth: subsector (CB and PGR, 3.15% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 3/5 5/5 3/5 2/5 4/5

What’s Happening

Chubb posted core operating EPS of $7.26, up 18.2% YoY, with a combined ratio of 83.8% and a current
accident year ex-cat combined ratio of 82.2% [CB Q2 2026 Transcript]. Street expectations going in
were $6.60 EPS on $15.89B of revenue [CNBC, Jul 20 2026], so this was a substantial beat. The engine,
however, has shifted. Record adjusted net investment income of $1.88B, up more than 11% YoY on a
5.1% fixed income book yield, is carrying earnings while underwriting pricing softens beneath it; core
operating ROTCE was 21.2% annualized.

The pricing deterioration is specific and quantified. North America property pricing was down 2.6%
overall with the rate component down 6.3%, and shared and layered property written pricing down 14.3%;
market-wide, shared and layered property pricing is declining 25% and trending toward 30%, and Chubb
explicitly gave up business where pricing fell 30-40% [CB Q1 2026 Transcript]. The offset has been
casualty: North America casualty pricing was still +9.6% (rate +8.4%), workers comp +4.3% and home-
owners +7.7% [CB Q1 2026 Transcript]. The Q2 commentary is that casualty is now softening too —
which removes the offset.

Progressive’s most recent transcript in this data set is Q4 2025, dated March 3 2026: 2025 comprehen-
sive ROE of 40% and a $13.50 per share variable dividend paid in January 2026 totalling $8.0B [PGR Q4
2025 Transcript], with Q3 2025 showing a 89.5 combined ratio including a $950M Florida excess-profits
policyholder credit charge and a trailing twelve-month ROE of 37.1% [PGR Q3 2025 Transcript]. Two
in-window developments bear directly on both: new US tariffs of 10-12.5% covering 99.4% of imports
are a direct input to auto parts and repair severity [Reuters, Jul 24 2026], and Lloyd’s marine war insurers
halted war cargo cover for Saudi-linked Red Sea ships, affecting routes handling up to 5 million barrels
per day [FT, Jul 24 2026].

Why Now

The high-rate environment that is a headwind elsewhere in this report is a tailwind here: a 5.1% book
yield on a large fixed income portfolio is what allows Chubb to walk away from underpriced property
business rather than chase rate. The pricing softening itself is a classic capacity response — property
rates rose enough over the preceding cycle to attract capital, and that capital is now competing rates down
25-30% in the shared and layered layer.

What Breaks This

Whether casualty pricing follows property down is the swing factor for 2027 combined ratios, and Chubb
has so far flagged it only qualitatively. In the other direction, the theme’s earnings support depends on
rates staying high — the 5.1% book yield reprices downward if the Fed ultimately cuts rather than hikes,
which makes Theme 1’s resolution directly consequential here. Catastrophe experience is the largest
unmodelled variable in the combined ratio and neither company can guide it. And the tariff severity
impact on Progressive is entirely unmeasured: PGR has not reported a post-tariff quarter in this data set.
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Key Data Points

Core operating EPS $7.26 (+18.2% YoY); combined ratio 83.8%; current accident year ex-cat 82.2%
[CB Q2 2026 Transcript]

Record adjusted net investment income $1.88B (+more than 11% YoY) on a 5.1% fixed income book
yield; core operating ROTCE 21.2% annualized [CB Q2 2026 Transcript]

North America property pricing —2.6% overall with the rate component —6.3%; shared and layered
property written pricing —14.3% [CB Q1 2026 Transcript]

Market-wide shared/layered property pricing declining 25% and trending to 30%; business given up
where pricing fell 30—40% [CB Q1 2026 Transcript]

North America casualty pricing +9.6% (rate +8.4%); workers comp +4.3%; homeowners +7.7% —
the offset now softening [CB Q1 2026 Transcript]

Q2 Street expectations were $6.60 EPS on $15.89B revenue; 33rd consecutive dividend increase to
$4.08 annually [CNBC, Jul 20 2026]

2025 comprehensive ROE 40%; $13.50 per share variable dividend paid January 2026, totalling
$8.0B [PGR Q4 2025 Transcript]

Q32025 combined ratio 89.5 with a $950M Florida excess-profits policyholder credit charge; trailing
12-month ROE 37.1% [PGR Q3 2025 Transcript]

Lloyd’s marine war insurers halted war cargo cover for Saudi-linked Red Sea ships, affecting routes
handling up to 5 million barrels per day [FT, Jul 24 2026]

New US tariffs of 10-12.5% on 60 trading partners cover 99.4% of imports — a direct input to auto
parts and repair severity [Reuters, Jul 24 2026]

Companies Affected

Ticker ETF Weight Impact

CB

1.62% Direct - Record investment income offsetting property pricing down
25-30% market-wide

PGR 1.53% Direct - Largest personal auto book in the fund; tariff severity exposure

unmeasured since Q4 2025

Catalyst Watch

Aug 12 and Sep 9, 2026 - Long-end Treasury auctions: Accelerating for this theme — higher long
yields raise reinvestment rates on the fixed income book.

Sep 16, 2026 - FOMC + SEP: Accelerating rather than reversing here; a hawkish path sustains the
book yield that is currently carrying earnings.

Decision Point: Oct 14, 2026 - PGR Q3 2026 earnings. First read on Progressive in over seven
months and the first observation of tariff-driven severity.

Decision Point: Oct 20, 2026 - CB Q3 2026 earnings. The casualty-pricing read that management
has so far only flagged qualitatively.
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Theme 8: Card credit improves as protections are rolled back

Composite Score: 3.8 | Direction: positive | Breadth: subsector (six issuers, JPM-dominated)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 3/5 5/5 3/5 3/5 3/5

What’s Happening

Card credit improved measurably in Q2 and issuers cut loss guidance. JPMorgan cut its FY2026 card net
charge-off guidance to approximately 3.2% [JPM Q2 2026 Transcript], having reaffirmed 3.4% for 2026
in January [JPM Q4 2025 Transcript] — a 20bp improvement mid-year. Capital One’s domestic card
charge-off rate fell to 4.71%, down 39bps QoQ and 54bps YoY [COF Q2 2026 Transcript]. Citigroup
guided US Cards net credit losses to 4.0%—4.5% for the full year and took a $232M net ACL release in US
cards, with segment ROTCE at 22% [C Q2 2026 Transcript]. Wells Fargo’s net loan charge-off ratio was
0.34%, down 10bps YoY, with consumer net charge-offs improving 74bps YoY and card new accounts
up 46% [WFC Q2 2026 Transcript]. Bank of America’s reservable criticized commercial exposures
fell $2.3B QoQ to $22B, with card spend of $266B up 9% YoY [BAC Q2 2026 Transcript]. American
Express reported US consumer spend up 11% YoY and raised total revenue growth guidance to 10%, on
a 36% ROE [AXP Q2 2026 Transcript].

Running alongside this is a regulatory shift that restores fee revenue. The CFPB rollback reversed the
$8 credit card late-fee cap (approximately $15B annually), eliminated the $5 overdraft cap (approximately
$7.5B) and dropped 35 enforcement actions (approximately $4B) — $26.5B in total, per a report released
by Senator Elizabeth Warren [CNBC, Jul 16 2026].

The improvement is not uniform, and the disconfirming evidence is worth stating plainly. Capital
One’s auto charge-off rate rose 18bps YoY to 1.43% and its commercial banking NCO rate rose 24bps
QoQ to 0.53% even as card improved [COF Q2 2026 Transcript]. Debt collection lawsuits are rising
sharply in state and local courts as consumers struggle with gas and grocery costs [NYT, Jul 24 2026] — a
bottom-of-the-distribution stress signal that does not appear in prime-weighted charge-off averages. And
Citi’s reserve model assumes a 5.3% weighted-average unemployment rate over eight quarters against a
downside scenario near 7%, with US cards reserves at 7.6% of funded loans [C Q2 2026 Transcript].

Why Now

Two things are true at once: the credit cycle is genuinely improving off the 2024-25 normalization peak,
and the measurement window structurally cannot yet show the main forward risk. Tariffs covering 99.4%
of imports [Reuters, Jul 24 2026] transmit to card delinquencies with a two-to-four quarter lag, so Q2
2026 data is too early by construction. Capital One’s Discover loan-growth “brownout” is not expected
to bottom until Q4 2026, which suppresses the denominator and flatters the charge-off rate in the interim.
Investors were already positioned for worse — COF shares were down nearly 20% from their January
all-time high heading into the print, with attention on charge-offs and delinquencies [CNBC, Jul 19 2026].

What Breaks This

The employment reports on August 7, September 4 and October 2 are the cleanest reversal triggers —
Citi’s reserve adequacy is explicitly a function of the unemployment path, and the gap between its 5.3%
assumption and a ~7% downside is a large reserve build. The CFPB late-fee RFI, pending at OIRA
since July 6 with no publication date, is the regulatory reversal: publication with rulemaking intent
would reopen the $15B late-fee line and, by read-across, the wider $26.5B package. Note that the entire
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regulatory leg is an executive-branch action reversible by a future administration, so the fee revenue is

not structurally secure.

Key Data Points

FY?2026 card net charge-off guidance cut to ~3.2% [JPM Q2 2026 Transcript], from a 3.4% 2026 rate
reaffirmed in January 2026 [JPM Q4 2025 Transcript]

Domestic card charge-off rate 4.71%, down 39bps QoQ and 54bps YoY [COF Q2 2026 Transcript]
Auto charge-off rate 1.43%, up 18bps YoY; commercial banking NCO rate 0.53%, up 24bps QoQ —
the offsetting deterioration [COF Q2 2026 Transcript]

US Cards NCL rate guided to 4.0%—4.5% for the full year; $232M net ACL release in US cards;
segment ROTCE 22% [C Q2 2026 Transcript]

US cards reserves at 7.6% of funded loans; reserve model assumes 5.3% weighted-average unem-
ployment over 8 quarters vs ~7% downside [C Q2 2026 Transcript]

Net loan charge-off ratio 0.34%, down 10bps YoY; consumer net charge-offs improved 74bps YoY;
card new accounts +46% [WFC Q2 2026 Transcript]

US consumer spend +11% YoY, total revenue growth guidance raised to 10%, ROE 36% [AXP Q2
2026 Transcript]

Reservable criticized commercial exposures fell $2.3B QoQ to $22B; card spend $266B (+9% YoY)
[BAC Q2 2026 Transcript]

CFPB rollback: $8 credit card late-fee cap reversed (~$15B), $5 overdraft cap eliminated (~$7.5B),
35 enforcement actions dropped (~$4B) — $26.5B total [CNBC, Jul 16 2026]

Debt collection lawsuits rising sharply in state and local courts as consumers struggle with gas and
grocery costs [NYT, Jul 24 2026]

COF shares down nearly 20% from their January all-time high heading into Q2 [CNBC, Jul 19 2026]
New tariffs of 10-12.5% on 60 trading partners cover 99.4% of imports, with exemptions for oil, gas,
fertilizer and some food [Reuters, Jul 24 2026]

Companies Affected

Ticker ETF Weight Impact

JPM 11.89% Direct - Largest card book; 20bp mid-year guidance cut dominates the
theme by weight

BAC 5.08% Direct - Card spend +9%; criticized commercial exposures down $2.3B

WFC 3.35% Direct - Consumer NCOs improved 74bps YoY; card new accounts +46%

C 2.85% Direct - $232M ACL release; reserve adequacy tied to the unemployment
path

AXP 2.30% Direct - Premium, prime-weighted book; raised revenue guidance

COF 1.58% Direct - Largest card improvement (-54bps YoY) but offsetting auto and

commercial deterioration

Catalyst Watch

Aug 7 / Sep 4 / Oct 2, 2026 - Employment Situation reports: Each a reversing catalyst for the
reserve assumptions.

Aug 10, 2026 - CFPB mortgage credit RFI comment period closes: Direction-of-travel signal on
the broader deregulatory posture.

Decision Point: Oct 13, 2026 - JPM Q3 2026 earnings. JPM reports first among the issuers; its
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delinquency direction, not the guide itself, sets the frame for COF, C, AXP, WFC and BAC over the
following ten days.

Decision Point: Oct 20, 2026 - COF Q3 2026 earnings; and CFPB credit card late fee RFI publication
(undated, pending at OIRA since Jul 6 2026).

Theme 9: Payments duopoly with cross-border drag

Composite Score: 3.6 | Direction: positive | Breadth: subsector (V and MA, 12.83% of the ETF)

Materiality Breadth Evidence Novelty Consensus Dev. Durability
4/5 3/5 5/5 2/5 1/5 4/5

What’s Happening

The two networks continue to compound at double-digit rates. Visa reported net revenue of $11.2B, up
17% reported and 16% in constant dollars — its strongest since 2022 — with non-GAAP EPS of $3.31,
up 20%; value-added services revenue reached $3.3B, up 27% in constant dollars, commercial and money
movement rose 24%, and US credit volume grew 10% [V Q2 2026 Transcript]. Mastercard reported net
income up 15% and EPS of $4.60, up 18% on a currency-neutral non-GAAP basis, with US credit GDV
up 8% and international credit GDV up 9% [MA Q1 2026 Transcript].

The drag is geographic and geopolitical. Mastercard guided Q2 net revenue to the low end of low
double digits specifically on Middle East conflict impact to cross-border travel beginning in March [MA
Q1 2026 Transcript]. Separately, the US administration imposed a 25% tariff tied to Brazil’s Pix payment
platform, against a landscape of roughly 80 competing digital payment platforms globally; the underlying
policy interest is that 7% of US GDP now derives from financial, technology, IP and defense services
sold globally [FT, Jul 24 2026]. The regulatory backdrop is unresolved: the Clarity Act would regulate
stablecoin rewards — banning them on idle balances — impose AML requirements on exchanges and
clarify securities treatment of tokenized assets [Reuters, Jul 22 2026], but it is stalled in the Senate over
ethics language and needs at least eight Democratic votes to advance [NYT, Jul 22 2026].

The evidence base for this theme is the oldest in the report. Visa’s most recent transcript is
dated April 28 2026 and Mastercard’s April 30 2026, so neither reflects the July oil shock, the new tariff
regime or the rate repricing. This is the primary reason the theme scores lowest on consensus deviation
and novelty.

Why Now

This theme is on the calendar rather than in the news: both networks report inside the next five days, and
the July shocks landed entirely after their last disclosures. The forcing function is the information gap
itself.

What Breaks This

The specific break is a cross-border volume disappointment. Mastercard already flagged Middle East
travel drag in March and the conflict has since escalated, so the Q2 drag is plausibly larger than guided. A
second, slower risk is the Pix precedent: using tariffs to suppress sovereign payment rails may accelerate
rather than deter their development by making US payment dependence a political liability — which
would erode the duopoly’s international volume growth over years rather than quarters. The stablecoin
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optionality both networks cite also cuts against them if the Clarity Act’s ban on rewards for idle balances

pas

ses, since that removes the main consumer adoption incentive.

Key Data Points

Co

Net revenue $11.2B, +17% reported and +16% constant dollars — strongest since 2022; non-GAAP
EPS $3.31 (+20%) [V Q2 2026 Transcript]

Value-added services revenue $3.3B (+27% constant dollars); commercial and money movement
+249%0; US credit volume +10% [V Q2 2026 Transcript]

Net income +15% and EPS $4.60 (+18%) currency-neutral non-GAAP; US credit GDV +8%, inter-
national credit GDV +9% [MA Q1 2026 Transcript]

Q2 net revenue guided to the low end of low double digits on Middle East conflict impact to cross-
border travel starting in March [MA Q1 2026 Transcript]

US administration imposed a 25% tariff tied to Brazil’s Pix payment platform; roughly 80 competing
digital payment platforms exist globally [FT, Jul 24 2026]

7% of US GDP now derives from financial, technology, IP and defense services sold globally [FT,
Jul 24 2026]

Clarity Act would ban stablecoin rewards on idle balances, impose AML requirements on exchanges
and clarify securities treatment of tokenized assets [Reuters, Jul 22 2026]

Clarity Act stalled in the Senate over ethics language; needs at least eight Democratic votes to advance
[NYT, Jul 22 2026]

$7.9B repurchased in Q2 with a new $20B April authorization on top of $13B remaining [V Q2 2026
Transcript]

mpanies Affected

Ticker ETF Weight Impact

Vv 7.40% Direct - Third-largest holding in the fund; strongest revenue growth since
2022

MA 5.43% Direct - Explicitly guided Q2 down on Middle East cross-border travel

Catalyst Watch

Decision Point: Jul 28, 2026 - V Q2 2026 earnings. The single largest information gain available
anywhere in this report: the first post-shock observation of the highest-yield line item either network
runs. Watch the cross-border volume ex-intra-Europe split between travel and e-commerce.
Decision Point: Jul 30, 2026 - MA Q2 2026 earnings. Will be read against Visa’s cross-border print
rather than against its own March guidance.

Aug 27, 2026 - Jackson Hole Symposium, themed ‘“Financial Innovation: Implications for Pay-
ments and Policy”: Directly on-topic for the networks.

Decision Point: Sep 14, 2026 - Visa/Mastercard interchange settlement, merchant objection deadline.
Note that final resolution is at the November 16 fairness hearing, outside this window.
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Cross-Theme Interactions

July 25, 2026

These nine themes are not independent — seven of them route through a single node, the September 16

FOMC decision and Summary of Economic Projections, and the correlation signs are not uniform.

Theme A - Key
Theme B Mechanism Direction Variable
Theme 1 A hiking path repriced asset yields faster than deposits, Reinforcing Fed
(Rate path) -  adding roughly $1.0B of NIl per 100bp at BAC alone; funds
Theme 3 (NIl)  converts a volume-driven earnings story into path /
volume-plus-price deposit
beta
Theme 1 Long-end selloff deepens AOCI marks on securities Offsetting 30-year
(Rate path) »  portfolios (USB already 140bp of CET1), compressing Trea-
Theme 4 the excess capital that funds buybacks and dividends sury
(Capital yield
return) (5.17%)
Theme 1 Higher rates and hike risk shut the ECM/DCM issuance Offsetting 10-year
(Rate path) »  window that generated most of the Q2 revenue growth, Trea-
Theme 2 while leaving intermediation intact — a net negative sury
(Capital given the composition yield
markets) (4.71%)
Theme 1 Higher reinvestment yields lift the fixed income book Reinforcing Fixed
(Rate path) »  vyield (CB at 5.1%) that is currently carrying insurer income
Theme 7 earnings through a property pricing decline book
(P&C) yield
Theme 5 (Al Al capital formation is the named driver of GS debt Reinforcing IPO and
capex) - underwriting +75% and equity underwriting +130%; DCM
Theme 2 hyperscalers crossing from self-funding to external pro-
(Capital funding routes the spend through bank balance sheets ceeds
markets)
Theme 5 (Al Data-center and bridge financing lands in commercial Reinforcing Commercial
capex) - loan balances — BAC commercial loans +11% YoY in a loan bal-
Theme 3 record capital markets quarter — which is also why some ances
(Loan growth)  of that growth may repay rather than persist
Theme 2 IPO activity converts to net new assets: just over half of Reinforcing IPO pro-
(Capital MS’s record $148B NNA was IPO-linked, and Schwab’s ceeds
markets) — NNA acceleration was helped by the same flow ($142.4B
Theme 6 YTD)
(Asset
gathering)
Theme 1 AUM base fees are levied on market value; a rate-driven  Offsetting Equity
(Rate path) -  equity drawdown cuts revenue directly against Schwab’s index
Theme 6 embedded 13% market-appreciation assumption level
(Asset
gathering)
Theme 1 Tariff and oil-driven cost pressure on the consumer feeds  Offsetting Unemployment
(Rate path) »  delinquencies with a two-to-four quarter lag, against rate
Theme 8 reserve models assuming 5.3% unemployment
(Card credit)
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The most consequential interaction is the fan-out from Theme 1. A reader who holds the sector on
a simple “higher rates are good for banks” thesis is long three offsetting mechanisms they may not have
priced: AOCI damage to distribution capacity (Theme 4), issuance-window closure (Themes 2 and 5),
and AUM base-fee compression (Theme 6). The single observable that resolves the most of this at once
is the September 16 dot plot — watch it not for the rate itself but for how far the median 2026 dot moves
relative to the 38% hike probability currently in futures.

Note the pair that does not interact: Theme 9 (payments) is essentially independent of the rate com-
plex. Visa and Mastercard carry no NII, no securities portfolio and no credit reserve; their exposure runs
through cross-border travel volumes and interchange regulation, which are unaffected by the Fed path.
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Forward Calendar
Next 30 Days
Date Event Themes Affected Importance
2026-07-28 V Q2 2026 earnings Theme 9, Theme 4 Critical
2026-07-28 SPGI Q2 2026 earnings Theme 1, Theme 2 Medium
2026-07-29 FOMC July 2026 rate decision Theme 1 (decision), Critical
Themes 2, 6 (reversing)
2026-07-30 MA Q2 2026 earnings Theme 9 High
2026-07-31 MS ex-dividend date ($1.15/share) Theme 4 (unrelated — Low
mechanical)
2026-08-01 BRK-B Q2 2026 earnings None — coverage gap High
(see Watch Items)
2026-08-03 C ex-dividend date ($0.67/share) Theme 4 (unrelated — Low
mechanical)
2026-08-05 U.S. Treasury Quarterly Refunding Theme 1, Theme 4 High
Announcement (reversing)
2026-08-07 Employment Situation — July 2026 data Themes 1, 3, 8 (reversing)  High
2026-08-10 Form 10-Q filing deadline, June quarter = Theme 5 (decision), High
Themes 3, 4
2026-08-10 CFPB RFI on Promoting Access to Theme 8 Medium
Mortgage Credit — comments close
2026-08-12 CPI release — July 2026 data Theme 1 (decision) Critical
2026-08-12 August long-end Treasury auctions (10y  Theme 1, Theme 7 High
note, 30y bond)
2026-08-14 Berkshire Hathaway Form 13F-HR for None — coverage gap Medium
Q2 2026 (see Watch Items)
2026-08-19 FOMC minutes for the July 28—-29 Theme 1 Medium

meeting

Critical Decision Windows

October 13 - October 15, 2026: 13 catalysts affecting 8 of 9 themes in 3 trading days, including 6
decision points.

Key events: JPM, GS, WFC, C and BLK Q3 earnings on October 13; September CPI plus BAC, MS
and PGR on October 14; SCHW, BNY, PNC and USB on October 15. Only Theme 9 is absent, because
Visa and Mastercard report in late July and do not report again inside the window.

The structural point is ordering. JPMorgan reports first among the large banks and connects to seven
of the nine themes — its backlog language and NII revision on the morning of October 13 condition
how eleven subsequent reporters are read. Position ahead of this window rather than inside it. Note also
that catalyst density is extremely uneven: 21 of 44 catalysts fall in the final eleven days of the 90-day
window, while the first six weeks contain the macro sequence that determines how those earnings will
be interpreted.

The tightest causal chain sits earlier, September 4-16: employment on September 4, long-end auc-
tions on September 9, CPI on September 11 inside the FOMC blackout, then the only dot plot of the
period on September 16. That chain sets Theme 1’s direction, Theme 3’s NII arithmetic and Theme 8’s
reserve assumptions simultaneously, four weeks ahead of the earnings cluster.
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Monitoring Recommendations

Quantitative Triggers

Thresholds are anchored to market_context.json values as of the July 24 close.

ETF price: XLF breaks below $55.71 (period-start price, Jul 10) or above $56.94 (52-week high).
Current: $56.31. The 52-week low of $47.67 is 15% below current — the fund is trading in the top
1% of its annual range, which is the context for the Theme 4 observation that buybacks are being
executed at unfavorable prices.

Yield curve: 10Y yield breaks above 4.75% (the level traders identified as critical for the equity rally
[Reuters, Jul 24 2026]) or below 4.50% (the level at which the hike repricing would be substantially
unwound). Current: 4.71%.

Long end: 30Y above 5.35% is the level at which AOCI damage at USB, PNC and BAC becomes
visible into Q3 reporting. Current: 5.17%.

Single-day move: Any XLF decline exceeding 0.86% — the worst single day in the lookback was
July 17 at —0.86%, so the sector has not yet had a genuine down day under this rate repricing.
Spread: 10Y-2Y spread moves below 20bps (flattening back toward inversion, which would signal
the market pricing growth damage rather than inflation) or above 60bps. Current: 34bps.

Theme-Specific Signals

Theme 1 (Rate path): December-2026 fed funds futures implied hike probability into and out of the
July 29 and September 16 decisions; Brent spot versus $100 in the 48 hours before each meeting; the
diff of the inflation-risk paragraph against the prior statement; dissent count and direction.

Theme 2 (Capital markets): SPGI ratings transactional revenue on July 28 as the issuance proxy;
IPO withdrawal or postponement announcements; equity financing versus intermediation mix at GS
and C in Q3.

Theme 3 (Loan growth): Deposit rate paid (PNC at 1.91%, falling) — the first sequential increase
is the deposit-beta signal; commercial loan balances net of bridge repayment; NIM direction at PNC
and USB.

Theme 4 (Capital return): AOCI-inclusive CET1 disclosures in the August 10 10-Qs; any Fed
communication on the 2027 stress test scenario timing; USB’s quarterly buyback pace off the $200M
base.

Theme 5 (Al capex): Concentration-of-credit-risk and unfunded-commitment footnotes in the Au-
gust 10 10-Qs — this is where the credit leg becomes observable; hyperscaler capex guidance revi-
sions; any qualitative reserve overlay referencing data centers.

Theme 6 (Asset gathering): Base fee rate (revenue divided by average AUM), not flow dollars —
the durability question is fee compression, not gathering; BCRED repurchase fulfilment percentage
off the current 50%.

Theme 7 (P&C): Casualty renewal pricing at CB Q3 (the +9.6% offset); auto parts inflation prints
as the tariff severity proxy for PGR; Atlantic catastrophe activity through the September peak.
Theme 8 (Card credit): 30+ day delinquency direction rather than charge-off levels — delinquencies
lead losses by roughly two quarters; the OIRA docket for the CFPB late-fee RFI; unemployment
against Citi’s 5.3% reserve assumption.

Theme 9 (Payments): Cross-border volume ex-intra-Europe on July 28, split between travel and
e-commerce; MA’s full-year guide on July 30 (not its quarter); Clarity Act Senate vote count.
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Data Sources

Rate path: CME FedWatch (fed funds futures probabilities), Federal Reserve FOMC calendar and
statement archive, Treasury auction results at TreasuryDirect

Macro: BLS release schedule for CPI (Aug 12, Sep 11, Oct 14) and Employment Situation (Aug 7,
Sep 4, Oct 2)

Company filings: SEC EDGAR full-text search for 10-Q concentration-of-credit-risk disclosures;
company IR sites for Q3 earnings dates

Regulatory: Federal Register and the OIRA pending-review docket for the CFPB late-fee RFI; Fed-
eral Reserve press releases for 2027 stress test scenarios

Berkshire specifically: berkshirehathaway.com news page (Aug 1) and EDGAR CIK 0001067983
for the 13F (Aug 14)

Company-Specific Watch Items

Six catalysts in the 90-day window could not be mapped to any of the nine themes. Four are ex-dividend
dates for MS, C, GS and BAC — these were explicitly classified as unrelated rather than silently dropped,
because the dividend raise carried the information and the ex-date carries none; treating them as Theme
4 confirmations would double-count evidence already in that theme’s base. They are noted here for
completeness and require no action.

The remaining two both concern Berkshire Hathaway. Because BRK-B appears in coverage_gaps. json
at 11.41% ETF weight, its full treatment — including both catalysts’ theme-creation scenarios and mon-
itoring triggers — appears in the next section rather than here.

No other orphan catalyst met the inclusion criteria (could_create_theme true, or affected company
above 3% ETF weight).

Major Holdings Without Theme Coverage
BRK-B (11.41% of XLF)

Company: Berkshire Hathaway Inc Class B. A conglomerate holding company whose value derives from
three distinct sources: a very large P&C insurance operation generating investable float (GEICO, Gen Re,
Berkshire Hathaway Reinsurance), wholly-owned non-financial operating businesses (BNSF Railway,
Berkshire Hathaway Energy, and manufacturing, service and retail businesses), and a marketable equity
portfolio. It is the second-largest position in XLF at 11.41%, behind only JPMorgan at 11.89%.

Why no theme coverage: Zero events of any kind were collected for BRK-B in this cycle — no in-
window news article named it, and no transcript exists because Berkshire does not hold quarterly earnings
calls. That single structural fact removes the richest source in this data set: 76 of the 128 events analyzed
here came from transcripts. Berkshire issues no guidance, hosts no analyst Q& A, and its annual meeting
falls outside the window. The absence is therefore a data-collection blind spot rather than an analytical
judgment that Berkshire is unaffected.

That distinction matters because Berkshire’s exposure to the themes identified here is substantial on
first principles: its very large short-duration Treasury position benefits directly from the rate repricing in
Theme 1, its insurance float and underwriting result are exposed to the same P&C pricing dynamics as
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Theme 7, and its equity portfolio marks move with the market levels that Theme 6’s base fees depend on.
No evidence exists in this data set to characterize any of that exposure, so no theme was created to fill
the gap.

Relevant catalysts:

Date EventSignificance Theme Creation Scenario
2026-08-01 BRK- One of only two structured Capital deployment. Barron’s infers $5-11B
B windows into the company inthe  of Q2 buybacks from Buffett’s July 15 2026
Q2 entire 90-day period. Released  Schedule 13D/A, against $235M in Q1, which
2026 Saturday at ~8:00 AM ET with would be the largest repurchase quarter in
earn- the 10-Q EDGAR-stamped years against a roughly $400B cash pile. A
ings Monday Aug 3 — the price confirmed step-change in buyback pace
re- reaction occurs at the Monday under CEO Greg Abel would be the largest
lease open, which also gives two full single capital-allocation signal available in the
days of position-sizing time a sector and would materially strengthen
normal print does not offer. First Theme 4, whose evidence base currently
full quarter under CFO Charles  excludes the fund’s second-largest holding
C. Chang and the first with entirely.
OxyChem consolidated, so the
operating disclosure changes
shape as well.
2026-08-14 Berksfiine only window that shows A second consecutive quarter of net selling

Hath- portfolio composition. Statutory
away deadline (June 30 + 45 days);
Form Berkshire files at or within one
13F- day of the deadline every

HR quarter, typically after the 4:00
for PM ET close, so the reaction
Q2 falls on Monday Aug 17.

2026

into a record cash balance — the Q1 2026
13F showed sales outweighing purchases —
would establish a distinct theme: the largest
allocator in the sector actively de-risking while
every other holding accelerates distributions
and grows loan books. That is a genuine
contradiction of Themes 3 and 4 rather than a
confirmation, and would be the strongest
available bearish counterweight in this
analysis. The inverse outcome — meaningful
new positions, particularly inside financials —
would be the first evidence of how Abel
intends to deploy rather than accumulate.

Monitoring triggers: - Repurchase dollars in the Q2 release against the $235M QI figure and the

$5-11B Barron’s inference - Cash and Treasury bill balance versus the approximately $400B level —
direction matters more than level - Insurance underwriting result and float growth, the only P&C read
in XLF outside CB and PGR - First full-quarter operating disclosure with OxyChem consolidated - Any
Schedule 13D/A or Form 4 activity between now and the release - On the 13F: net buy/sell balance versus
Q1 2026; any new or increased positions within financials, which would read directly across to other XLLF
holdings; confidential treatment requests, which signal a position being accumulated

What the absence of news means: For most holdings, no news over a two-week window is weakly
informative — it suggests nothing material happened. For Berkshire it is close to uninformative, because
the pipeline that produced this report has almost no channel through which Berkshire news could arrive.
The conglomerate structure compounds this: sector-specific news flow rarely captures a company whose
largest single business is a railroad. Investors tracking XLF should monitor BRK-B through its own
reporting cycle — the quarterly release, the 10-Q, the 13F and the annual letter — rather than through
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sector news flow, and should treat the 11.41% of the fund it represents as unanalyzed by this report rather
than as neutral.

Data Quality & Coverage Notes

Coverage Statistics

Articles collected: 306 before filtering; 78 after noise and length filtering (25.5% retention); 52
judged relevant by the extractor and 26 skipped

Transcripts reviewed: 76 (100% cache hit rate, spanning Q3 2025 through Q2 2026 across the top
20 holdings)

Events reviewed: 128 total (52 article events, 76 transcript events)

Events incorporated into passing themes: 88

Orphan events: 40 (7 of which appear in the two candidate themes that failed the quality threshold)
Coverage rate: 68.8% — well above the 30% level at which uncaptured emerging themes would be
a concern

Estimated ETF weight coverage: 61.03% of XLF, across the 19 distinct tickers appearing in pass-
ing themes. The top 20 holdings retained after the 0.5% weight filter total 72.44% of the fund, so
themes address roughly 84% of the analyzed universe. The single largest uncovered slice is BRK-B
at 11.41%.

Quality Markers

Theme numbering: Two of eleven candidate themes failed the 3.5 composite threshold and were dropped,
and the nine survivors were renumbered sequentially by composite score. The theme IDs in this report
(Theme 1 through Theme 9) therefore do not match the IDs in the upstream catalyst summary.json and
theme_catalyst_map.json files, which use the pre-renumbering identifiers. The mapping is: Theme 1
« theme_002, Theme 2 < theme_001, Theme 6 < theme_ 008, Theme 7 <« theme_ 006, Theme 8 «
theme_009, Theme 9 < theme_007; Themes 3, 4 and 5 are unchanged.

Themes that failed the threshold:

Candidate Issue Composite
Private credit: Materiality 3/5 — real and growing exposure across the 3.4
management alternatives complex, but not one dollar of realized loss at an XLF

defends as holding and BX’s credit segment is still growing fee revenue. The

allocations keep impact is contingent, not incurred.

growing

Bolt-on M&A Materiality 3/5 and Breadth 3/5 — five holdings totalling ~8.9% of 3.2
rebuilds capability the ETF, and the deals are individually small relative to their

at regionals and acquirers (BTIG at a $200M quarterly run-rate target against

brokers USB’s $7.7B quarterly revenue).

Data recency: Theme 9 (payments) rests on transcripts dated April 28 and April 30 2026 — the oldest
evidence base in the report. Neither reflects the July oil shock, the tariff regime or the rate repricing.
Theme 7’s Progressive evidence is dated March 3 2026 (Q4 2025 call), so the tariff impact on auto
severity is entirely unmeasured. Both are flagged in the relevant theme sections, and both resolve inside
the forward window (V on July 28, MA on July 30, PGR on October 14).
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Diagnostic dimensions: Consensus deviation averaged 2.45 across all eleven candidates (min 1, max
5) and durability 3.82 (min 3, max 5). The overall dimension mean of 3.14 produced no score-inflation
signal. Low consensus deviation across most themes is expected here: eight of nine themes are built
primarily on reported earnings results, which are by construction already known to the market. Theme 1
is the exception at 5/5, and is the only theme in this report describing something the market has not yet
fully priced into company guidance.

Evidence composition: 76 of 128 events (59%) come from earnings transcripts rather than news.
This makes the report strong on what companies have reported and weak on what has not yet been reported
— a structural bias toward backward-looking confirmation. The article-derived events are concentrated
in a narrow date range (the majority dated July 22-25 2026) because the news collection window is 14
days and article volume was heavily weighted to the final week’s macro developments.

Catalyst dates: All 44 catalysts carry VERIFIED status with source URLSs, and all dated catalysts
fall in the future relative to the July 25 2026 report date. No past-dated catalysts required exclusion from
the forward calendar. Two catalysts are undated: the CFPB credit card late fee RFI (pending at OIRA
since July 6 2026) and the Federal Reserve’s publication of 2027 stress test scenarios. Both are noted in
their theme sections and omitted from the dated calendar.

Resolution outside the window: Two themes have their key resolution event outside the 90-day for-
ward window. Theme 4’s binding constraint is the 2027 SCB recalculation, whose scenario publication
is undated and most likely lands in late October; Theme 9’s interchange settlement resolves at the Novem-
ber 16 fairness hearing, not at the September 14 objection deadline. Both should be tracked into the next
cycle rather than treated as resolved here.
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Appendix: How to Read This Report

Key Terms
Composite Score: Themes are scored 1-5 across four dimensions. Formula: (Materiality x 2 +
Breadth + Evidence + Novelty) / 5. Threshold: 3.5; scores of 4.0+ indicate strong, well-evidenced
themes. Two additional diagnostic dimensions (Consensus Deviation, Durability) are scored but do
not enter the composite.
ETF Weight: The percentage of the ETF’s total holdings represented by a company (from ETF
prospectus data). Higher weight = greater impact on ETF performance.
Direction: Whether the theme is positive (bullish for affected companies), negative (bearish), or
mixed (winners and losers).
Breadth: How widely the theme affects the sector:

— Sector-wide: Impacts most holdings across the sector
— Subsector: Impacts a specific industry group (e.g., the trading banks, the payment networks)
— Company-specific: Primarily affects 1-2 companies

Catalyst Types

Decision Point: A binary event that will resolve uncertainty and force a market reaction (e.g., Fed
rate decision, major earnings report)

Accelerating: An event that could amplify or validate an existing theme trend

Reversing: An event whose plausible outcomes would weaken or invert the theme

Monitoring: Ongoing data releases that provide incremental signals

Importance Levels

Critical: High probability of significant sector-wide price movement; requires immediate attention
High: Material impact expected on multiple theme-relevant holdings

Medium: Incremental data point that refines theme outlook

Low: Routine event with limited theme impact unless there’s a surprise

Outcome Distributions

Decision point catalysts use a P10/P25/P50/P75/P90 scenario fan showing the range of plausible out-
comes from most bearish (P10) to most bullish (P90). P50 is the base case. These are subjective assess-
ments based on current evidence, not quantitative models. current_consensus indicates which percentile
reflects current market pricing.

Generated: 2026-07-25 | Sources: 306 articles collected and 78 analyzed after filtering, 76 tran-
scripts reviewed, 128 events extracted

This report is for informational purposes only and does not constitute investment advice. Past performance is not indicative of

future results. Data sources and methodology are described in the Data Quality & Coverage Notes section.
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