ALPHA ‘ ‘ ZERO

Good Morning!

Welcome to Coffee & Commentary, presented by Alpha Zero’s CEO and CIO,
Eric Mechler CFP®, ChFC®, AIF®, BFA™, RICP®.

Let's get started.

1. What is currently impacting financial markets?

e The S&P 500 posted a seventh consecutive weekly gain, though its
modest 0.2% advance marked a significant slowdown from the strong
rallies of prior weeks. The NASDAQ and Dow both finished slightly lower
for the week after stocks rallied on Thursday but gave back gains during
Friday’s pullback. Final results on the week were; S&P 500 +0.2%,
NASDAQ -0.1%, and the Dow -0.1%.

e The nearly finished earnings season has demonstrated broad strength
not only in profits, but also in overall revenue growth. S&P 500
companies were on pace as of Friday to deliver first-quarter revenue
growth of 11.4%, the strongest since the second quarter of 2022. Profit
growth remained equally impressive, with earnings projected to rise
27.7%, marking the fastest pace since the fourth quarter of 2021.

¢ The Senate approved Kevin Warsh as the next chair of the U.S. Federal
Reserve on Wednesday, succeeding Jerome Powell after his eight-year
tenure leading the central bank. Warsh is scheduled to preside over his
first Fed meeting on June 16-17, while Powell will remain on the Federal
Reserve Board of Governors for the time being.

2. How are we to prepare and act?

e Markets have entered a more measured phase after an exceptionally

strong rebound over the past several weeks, with investors now



balancing optimism around economic and earnings resilience against
lingering uncertainty tied to inflation, energy prices, and monetary policy.
Investors are once again revisiting the old “sell in May and go away”
market adage, which historically reflects weaker seasonal performance
during the summer months. While there is some historical basis for
expecting slower gains or periods of sideways movement from May
through early Fall, the current environment appears more nuanced.
Markets have continued to rise largely because underlying fundamentals
have remained intact, and investors have grown increasingly confident
that oil prices may gradually moderate over time, particularly if diplomatic
progress in the Middle East continues. At the same time, the broader
economy has shown surprising durability, supported by steady consumer
spending, a resilient labor market, and stronger-than-expected earnings
growth.

Corporate profitability, in particular, has become one of the strongest
pillars supporting the current market environment. Much of that strength
has been concentrated in technology, artificial intelligence,
semiconductors, and related infrastructure spending, though solid
performance has extended into sectors such as energy and materials as
well. At the policy level, markets will also have to adapt to an important
leadership transition at the Federal Reserve with Kevin Warsh being
confirmed as the next Fed chair. Investors are closely watching how this
transition may influence future interest rate policy, particularly as inflation
remains above target and economic growth continues to hold up better
than expected. Even so, the prevailing view remains that the hurdle for
rate hikes is relatively high, with policymakers more likely to remain
patient unless inflation accelerates meaningfully from current levels. Still,
absent a material deterioration in economic conditions or a renewed
tightening cycle from the Fed, the broader backdrop continues to support
a constructive long term outlook.

3. Taking a look at the week ahead.

Monday — Housing Market Index

Tuesday — Pending home sales

Wednesday — Release of minutes from April Fed meeting
Thursday — Weekly unemployment claims

Friday — University of Michigan Index of Consumer Sentiment

As always, here at Alpha Zero we believe knowledge is power and look
forward to helping you Think Beyond What's Next.




Please feel free to share this newsletter with friends and family, and we thank
you in advance for any introductions you send our way.

Have a great week and please reach out to us with any questions.

Sincerely,

Eric Mechler, CFP®, ChFC®, AIF®, BFA™, RICP®
Founder, CEO & CIO
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