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What We Will be Covering

• 2026 – A look back at Q1 and Q2

• Thoughts on public and private credit

• How big is the AI check

• Where is the political puck headed

• A few things worth watching

• What could go wrong (and right), in the second half of 2026



2026 – A Look Back
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A Very Volatile But So Far Very Positive 2026

• Most markets up in January and February

• Investors bullish based on policy backdrop (OBBBA and 

progress on trade) and expected double digit EPS growth

• Rest of the world benefitting from capital spending 

resurgence

• War in the Middle East upends macro and market narratives

• Oil spikes, as does inflation expectations

• Valuation resets and bearishness spikes into late March

• As de-escalation takes hold, markets shoot sharply higher, 

Q1 earnings and bullish management commentary key 

supports

Source: FactSet
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March and April Were Really About Iran and Oil

Source: FactSet, CBS
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This Is Not That ‘70s Show

Source: FactSet, Reuters
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Q1 Earnings Season Sort Of Blew The Doors Off

Sources: FactSet, Reuters 

Average S&P 500 “beat rate” is 85% with approximately 89% reporting 1Q earnings to-date
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27% EPS Growth Driven By 11% Revenue Growth

Sources: FactSet



99

Despite Everything the Economy and Markets Have 
Faced, All Major Indices are Up Year-to-Date

• S&P 500:  10.20%

• NASDAQ 100 Total Return:  20.81%

• DJIA:  8.16%

• MSCI EAFE:  10.63%

• MSCI EM:  28.74%

• BBAgg:  0.48%

Asset Class Returns as of 6/18/26:

Source: FactSet, Bloomberg, MorningstarPerformance as of 5/6/26



Thoughts on Public and Private 
Credit
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The Bond Market Doesn’t Seem Too Spooked About 
Inflation

Source: FactSet, CNBC



12

Or The Broader Economy
• Credit spreads are near 

multi-decade lows
• Recent volatility in 

software, geopolitics, have 
not sunk credit 

• Tight spreads are sending 
a few signals to investors:

oConfidence in the 
economy

oConfidence in 
corporate earnings

oStrong demand for IG 
and HY

oBond return from 
spreads has limited 
upside in 2026

Source: Bloomberg
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Hard to Make the Case For a Rate Cut or Hike

Source: FactSet
Periods of US recession
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Kevin Warsh Gets the Nod
• Mr. Warsh is a former Morgan Stanley executive who served as 

the youngest-ever Federal Reserve Board Governor (2006–2011) 
and acted as the Fed’s primary liaison to Wall Street during the 
2008 financial crisis

• He inherits a meaningfully divided Fed and one that will see Jay 
Powell stay on as a Fed Governor

• Mr. Warsh seems to want lower rates and a smaller balance sheet 
and believes we’re in the early stages of an AI driven productivity 
boom

Source: Yahoo!, The Asset, Federal Reserve
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Has the Frisky Paper Made its Way to Private Markets

Source: DoubleLine
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We Think the Economy Could Take Down Private 
Credit, Not the Other Way Around

Source: FactSet, Reuters, JPMorgan

“A significant economic downturn would 
be required to result in negative total 
returns”  -   JPMorgan 

Periods of US recession



How Big is the AI Check
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The AI Spend Is Significant, Pervasive And Ongoing

Source: Strategas

S&P 500 Capex approaching $1.2 trillion, with the Mag-7 accounting for nearly 35%
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Will 2026 be Remembered as “The Year of AI Capex?”

Source: Bloomberg, CNBC, Pennsylvania Capital-Star, Fortune
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The AI Spend Is About Chips, And So Much More

Real GDP Growth Processing Equipment Software R&D Data Centers
0.032 0.18 0.1 0.07 0.04

AI-Related Themes:  Contribution to GDP (Percentage Points)

Sources: Federal Reserve, WSJ, MSN, Texas Tribune

Private AI Investment

Contribution to GDP based on long-run average calculated by the St. Louis Fed, from 2001 - 2026



Where is the Political Puck 
Headed
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Markets Were Following the Presidential Cycle… Until 
They Weren’t

Source: Strategas, CIBC
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It’s Early, But Things Are Looking Good For Democrats
2026 Generic Congressional Vote

The generic ballot is a political poll which asks not which candidate you plan to vote for to represent you in Congress Source: RealClearPolitics
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That Said, The Senate Map Favors Republicans

Source: 270towin.com, Newsweek
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Redistricting Push Looms Over the House

Source: AP, Center For Politics, Fox News, Politico, PBS

Virginia’s “Old” District Map Virginia’s “New” District Map*

* The Virginia Supreme Court struck down a voter-approved Democratic congressional redistricting plan 
on May 5th. Virginia Democrats said in a filing that they intended to file an emergency appeal of the state 
high court’s decision with the U.S. Supreme Court.
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A House Divided Usually Stands Tall

Source: Strategas, FactSet
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Volatility is Normal in Midterm Years

Source: FactSet

Average Max Drawdown: 
-17%

Average 1Y Return After the Vote: 
+13% 
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Lifting Uncertainty Bodes Well for Stocks, 
Regardless of Party Control

Source: Strategas, FactSet



A Few Things Worth 
Watching
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Would Small Caps Catch a Bid if Rates Were Moving 
Higher and Growth Lower? 

Source: FactSet
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IPOs - Are Animal Spirits Back?

Source: Jay R. Ritter, University of Florida. WSJ, NY Times
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Average Number of IPOs 2001 – 2025:  114
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AI’s Impact on Productivity and Earnings

Source: FactSet, CNBC, Bloomberg

Periods of US recession

Periods of US recession



What could go wrong, and right, 
as we move through 2026
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The Negative Side of the Ledger

Source: FactSet

What could go wrong?
• Conflict with Iran escalates and widens

• Strait of Hormuz remains closed

• Trade uncertainty (fall out from Supreme Court 

decision)

• Inflation remains elevated and sticky

• A divided Fed fuels monetary policy dysfunction

• Lower end consumers hit their breaking point

• Year 2 of the presidential cycle

• AI cap ex cycle sputters, or proves imprudent

• Private credit creates a public markets problem

• Cracks in the labor market weigh on economic 

growth

Periods of US recession
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The Positives Should Outweigh the Negatives

Source: FactSet

• Policy – The One Big Beautiful Bill Act extended the 2017 tax cuts, implemented new tax breaks and incented companies to invest in 
productive assets in 2026. The policy backdrop is very supportive of corporate and consumer spending.

• Balance Sheets – By most measures, US companies are in fine financial shape, with non-financial corporations holding $4 trillion in 
cash on their balance sheets.

• Productivity – US labor force productivity has been accelerating since 2022, and output per hour rose 2.2% in 2025; increasing 
productivity should drive increasing corporate profits.

• AI – Large cap US tech companies are expected to spend $750 billion in 2026 on AI data centers and chips, a meaningful tailwind for 
economic growth, hiring, productivity, and corporate profits.

• Sentiment – Investor bearishness in late March – an AAII Investor Sentiment Survey showed 50% of respondents expecting markets 
to be lower over the next six months compared to an historical average bearish reading of 31% - was a floor under stocks.

• Valuation – When the S&P 500 fell 10% through the end of March valuation became much more attractive, with the index trading at 
19x its expected next twelve months earnings, a level that has proven to be a market bottom before.

• Earnings – S&P 500 earnings are on track to grow 27% in Q1 2026 — the sixth consecutive quarter of double-digit earnings growth 
— and are expected to grow 21% for the full year of 2026. Double digit earnings growth flies in the face of recession risk.

• Animal Spirts – IPO activity should pick up meaningfully in 2026, headlined by SpaceX. M&A activity already has.

• Small Caps – The breadth of the rally is an historically positive sign for the ongoing bull market
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How We are Positioned, and Why

Domestic Equity

International Equity

Core Fixed Income

Global Credit

Alternatives

Real Assets

The Asset Class Barometer serves as Orion’s intermediate-term outlook on the six major asset classes that comprise its multi- asset class portfolios. It is updated quarterly by the Orion Asset Allocation Committee. Standard
inputs include proprietary reports produced by the Orion investment team as well as industry-leading external research providers.

ASSET CL ASS BAROMETER 

• We are leaning into risk assets in 2026

• We are optimistic on domestic and international markets, with a slight 
overweight to international equities

• We view equity fundamentals as supportive; fueled by double digit earnings 
growth rates, accommodative monetary and fiscal policy, and a resilient US 
consumer

• International markets offer similar earnings estimates, alongside attractive 
relative valuations and a weaker dollar

• The risk and reward balance within fixed income warrants a slightly cautious 
tone, as bond prices and yields suggest a below average margin of safety, 
should credit fundamentals deteriorate

• Alternatives and real assets could perform well in the current environment as a 
hedge against elevated inflation, rising government debt loads, and interest rate 
uncertainty

Rationale



Thank You!
For questions or comments, please contact 
Legacy Wealth Investment Counsel at 
info@legacywealthic.com

mailto:info@legacywealthic.com


Advisory Disclosure: 

This document includes summary financial information and should not be considered a substitute for the official account statement provided by the custodian of the account(s).  
The information contained in this Report is not intended to be used as the sole basis of investment decisions and is not a recommendation to buy or sell. Past performance is no 
indication or guarantee of future results.  The information contained in this Report is based on data obtained from third party sources, and in some cases, affiliates, agents, and 
partners. While this information has been obtained from sources believed to be reliable, Portside Wealth Group, LLC (“Portside Wealth”) does not guarantee, nor is it responsible 
for, the accuracy, completeness, or timeliness of the information provided in this Report, including the Report Data. Portside Wealth is not responsible for errors made in inputting 
information into the systems that populate data contained in this Report. If Portside Wealth changes the entity providing these reports, account and performance data may not be 
available for prior periods.  You should review your financial goals, investment time horizon and overall risk periodically. If these factors change, your model allocation may also 
change and the existing model allocation may not adequately address your needs. Performance information obtained from sources other than this Report may differ from those 
contained in the Report. These differences may be due to different methods of analysis, different pricing sources, treatment of accrued income or different accounting procedures. 
For example, some less actively traded fixed income securities may be priced utilizing a yield-based matrix system, which may vary among pricing sources. Returns are presented 
assuming reinvestment of all income. General economic conditions may affect portfolio returns. No current prospective client should assume that the future performance of any 
specific investment or investment strategy will be profitable or equal to past performance levels. All investment strategies have the potential for profit or loss. Changes in 
investment strategies, contributions or withdrawals, and economic conditions may materially alter the performance of your portfolio. 

Advisory Services offered through Portside Wealth Group LLC. Portside Wealth is an SEC Registered Investment Advisor located at 3507 N University Ave Suite 150, Provo UT, 
84604. The firm only transacts business in states where it is properly registered or is excluded or exempted from registration requirements. SEC registration does not constitute an 
endorsement of the firm by the Commission, nor does it indicate that the advisor has attained a particular level of skill or ability. Portside Wealth is not affiliated with any other 
named entity. Portside Wealth and its representatives do not provide tax or legal advice. Each taxpayer should seek independent advice from a tax professional based on his/her 
individual circumstance. Calculation of performance results have not been approved or reviewed by the SEC.



Wealth management services provided by Orion Portfolio Solutions, LLC (“OPS”), a registered investment advisor. Orion OCIO services provided by TownSquare Capital, LLC (“TSC”), a registered investment advisors. 
OPS and TSC are affiliates and wholly owned subsidiaries of Orion Advisor Solutions, Inc.

The S&P 500 Index is an unmanaged composite of 500-large capitalization companies. This index is widely used by professional investors as a performance benchmark for large-cap stocks. 

The Nasdaq Composite Index is an index that follows approximately 5000 stocks that trade on the Nasdaq exchange. It is considered a good benchmark for smaller company stocks.

The Russell 2000 is an index comprised of the 2,000 smallest companies on the Russell 3000 Index and offers investors a benchmark for small‐cap stocks.

The Bloomberg Barclays US Aggregate Bond Index measures the performance of the total United States investment-grade bond market.

The MSCI EAFE Index is a composite index which tracks performance of international equity securities in 21 developed countries in Europe, Australia, Asia, and the Far East.

The MSCI Emerging Markets (or EM) Index is an index which tracks performance of international equity securities in developed countries in Europe, Australia, Asia, and the Far East, excluding the U.S. and Canada. An 
index is an unmanaged group of stocks considered to be representative of different segments of the stock market in general. You cannot invest directly in an index.

The CFA® is a globally respected, graduate-level investment credential established in 1962 and awarded by CFA Institute — the largest global association of investment professionals. To learn more about the CFA 
charter, visit www.cfainstitute.org.

The views and opinions expressed herein are those of Orion Portfolio Solutions, LLC, a registered investment advisor, as of the date of writing and are subject to change with no obligation to update. Information 
contained herein is derived from sources we believe to be reliable, however, we do not represent that this information is complete or accurate and it should not be relied upon as such. This information is prepared 
for general information only. It does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person. You should seek financial advice regarding the 
appropriateness of investing in any security or investment strategy discussed here and should understand that statements regarding future prospects may not be realized. You should note that security values may 
fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not a guide to future performance. Investing in any security 
involves certain systematic risks including, but not limited to, market risk, interest-rate risk, inflation risk, and event risk. These risks are in addition to any unsystematic risks associated with particular investment 
styles or strategies.

Slide 33: Source: Information for the Asset Class Barometer is accurate as of January 6, 2026.

An index is an unmanaged group of assets considered to be representative of a select segment or segments of the market in general, as determined by the index manager for the purposes of managing a specific 
index. You cannot invest directly in an index.
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