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Important Information: Beacon Investment Advisory Services, Inc. (“BIAS”) is an SEC registered investment adviser, under the name Beacon Trust, and is wholly owned by Beacon Trust
Company (“BTC”), which is a subsidiary of Provident Bank. Provident Bank is a subsidiary of Provident Financial Services, Inc., a holding company whose common stock is traded on the
New York Stock Exchange. Beacon Trust may only transact business in those states where they are notice filed or qualify for a corresponding exemption from notice filing requirements.
BIAS may be engaged to manage a portion of BTC clients' assets either directly or as a manager of a Mutual Fund. Complete Investment Advisory and transaction fees schedules are
available upon request. Additional information is contained in the respective Form ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment
Adviser Public Disclosure website at http://www.adviserinfo.sec.gov.

SECURITIES AND INVESTMENT PRODUCTS:  Not FDIC Insured | Not Bank Guaranteed   |  May Lose Value

This publication is limited to the dissemination of general information pertaining to macroeconomic outlook and the wealth management products and services offered by Beacon to U.S.
residents of those states where not prohibited by applicable law. No portion is to be construed as a solicitation to effect transactions in securities or the provision of personalized
investment, tax, or legal advice. Any discussion of tax matters contained within this communication should not be used for the purpose of avoiding U.S. tax related penalties or promoting,
marketing, or recommending to another party any transaction or matter addressed herein. Beacon Trust does not provide legal advice. Certain information contained in this report is
derived from sources that Beacon Trust believes to be reliable; however, there is no guarantee as to the accuracy or completeness of such information. Opinions expressed are as of the
date of publication, are subject to change, and should not be considered investment advice.

Investing involves risks which may lead to losses, including loss of principal. Different types of investments involve varying degrees of risk and there can be no assurance that any specific
investment will be profitable.

Past performance is not a predictor of future results. It should not be assumed that any information discussed herein will prove to be profitable or that decisions in the future will be
profitable or provide specific performance results. Beacon Trust does not make any representation that any of its investments on behalf of clients or any other investments will or are likely
to achieve returns similar to those shown in the performance results presented.

Benchmark returns include reinvestment of capital gains and dividends, if any, but do not reflect any fees or expenses. Any reference to a market index is included for illustrative purposes
only, as it is not possible to directly invest in an index. Indices are unmanaged vehicles that serve as market indicators and do not account for the deduction of management fees or
transaction costs generally associated with investable products, which otherwise have the effect of reducing the performance of an actual investment portfolio. Calculation methodologies
are available from BIAS upon request.

Proposals and hypothetical presentations are for illustrative purposes only and based on the as of date and subject to change. Investors should consider this report as only a single factor
in making their investment decision.
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2026 H1 Market Recap *

Equities
• S&P 500: +10.2%
• R1000 Growth: +5.3%
• R1000 Value: +17.6%
• Russell 2000: +22.6%
• MSCI World Ex U.S.: +9.2%
• MSCI EM: +23.6%
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Fixed Income
• Bloomberg Barclays Agg: +0.6%

Alternatives
• Gold (IAU): -7.0%
• Hedge Funds (HFRI Index): +7.6%
• U.S. REIT: +17.8%
• Bloomberg Commodity: +14.4%

* 2026 H1 total return estimates ending 06/30/26.
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“Top 10 Forecasts” 2026 Midyear Report Card
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Forecast Assessment Rationale for Assessment
Stock Returns In Line With 2026 EPS Growth Correct S&P 500 up ~10% YTD
Bonds to Deliver Low to Mid-Single Digit Returns Correct Barclays Agg up ~1% YTD
The Fed Will Cut Short-Term Rates 25+bps Incorrect Fed has not cut YTD
Inflation In 2026 Will Fall, On Average, vs. 2025 Incorrect Inflation has risen YTD
Small-Cap To Outperform Large-Cap in 2026 Correct Small Cap up ~20% vs ~10% Large Cap
Volatility To Increase Near 2026 Midterm Elections TBD Midterm elections occuring in Nov.
U.S. Economy Will Expand 2%-3% In 2026 Correct GDP up ~2+% YTD
Consumer Sentiment Will Increase Incorrect Consumer confidence is down YTD
Real Estate Prices To Decelerate in 2026 Correct Real estate prices up ~1% YOY
U.S. Manufacturing (ISM) Will Increase in 2026 Correct ISM Manufacturing is up YTD
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1. Stock Returns In Line With 2026 EPS Growth

5Source: JP Morgan
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2. Bonds to Deliver Low to Mid-Single Digit Returns

Source: JP Morgan 6
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3. The Fed Will Cut Short-Term Rates 25bps or More

Source: CME Group
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Futures markets suggest a rate cut is unlikely by the end of 2026
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4. Inflation In 2026 Will Fall, On Average, Vs. 2025

Inflation was 
trending down 
until the military 
conflict with Iran.
There is a small 
chance it will fall 
dramatically by 
year end.

Source: TradingEconomics.com
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5. Small-Cap To Outperform Large-Cap in 2026
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Small-Cap stocks 
have substantially 
lagged large-cap 
stocks over the past 
5 years.

Small-cap stocks 
may have benefited 
from a “catch-up 
trade” as well as the 
gains in productivity 
driven by AI 
applications.

Source: Google Finance
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Source: Yahoo! Finance

The midterm elections may 
impact important 
government policies. Hence, 
we think investors will 
actively reposition their 
portfolios before and after 
the elections resulting in 
increased volatility

Downside volatility may be 
an opportunity for long-
term investors, as it was 
after the “tariff tantrum” in 
March-April of 2025.
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6. Volatility To Increase Near 2026 Midterm Elections
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2026 GDP growth 
estimates are 2.0%+.

The tax benefits from 
the One Big Beautiful 
Bill (OBBB) and the 
highest income tax 
refunds on record 
may help consumers 
in 2026.
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7. The U.S. Economy Will Expand 2%-3% In 2026

Source: Advisor Perspectives
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Summary table of 
One Big Beautiful 
Bill (OBBB).

In our view, OBBB 
will provide a boost 
to the lower 
income consumer 
who has struggled 
in recent years.
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7. The U.S. Economy Will Expand 2%-3% In 2026

Source: CNBC

*

*

*

*
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8. Consumer Sentiment Will Increase

Source: TradingEconomics.com

Consumption 
accounts for ~70% 
of U.S. GDP so 
consumer 
sentiment bears 
monitoring.

We think sentiment 
will increase as 
inflation increases 
at a more moderate 
pace and the OBBB 
tax benefits accrue 
to consumers .
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9. Real Estate Prices To Decelerate in 2026

15Source: Federal Reserve

Increased supply, high prices, and elevated mortgage rates should help limit further price 
appreciation for residential homes in 2026
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10. U.S. Manufacturing (ISM) Will Increase in 2026 

Source: TradingEconomics 16

In our view, prior pledges of manufacturing projects will slowly come into fruition in 2026
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10. U.S. Manufacturing (ISM) Will Increase in 2026 

Source: FDI Intelligence 
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$21 trillion in Foreign Direct Investment (FDI) has been pledged. Implementation is TBD 

We believe at least 
some of these 
pledges will come 
to fruition in 2026, 
boosting U.S. (ISM) 
manufacturing 
activity. 
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Revisiting 4 Investment Themes for 2026

1. Prepare for equity returns roughly in line with earnings growth.
• Implication: Annual equity returns of 20%+ are not normal. Returns of mid 

single digits to 10%+ are more realistic over the next 3-5 years.

17

2. Prepare for lower short-term U.S. interest rates.
• Implication: The days of 5% yields on money market funds are over.

Consider adding fixed income securities of intermediate-term duration.

3. Emphasize and search for firms that may benefit from the
productivity gains driven by the proliferation of artificial
intelligence applications.
• Implication: Tech stocks will not be the only beneficiaries of AI growth.

4. Emphasize quality investments and firms with demonstrated
profitability over unprofitable ones.
• Implication: In a more subdued return environment, we favor high quality

firms trading at reasonable valuations.
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Questions?

Source: Shutterstock
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