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Interesting Times...

With so much news in the last several days, we wanted to write and offer our
thoughts. Over the decades there have been many news events - a good number of
them somewhat alarming - and through it all investors with a long-term focus, good
quality investments and a sensible investment strategy have weathered the storm.

Two Months into 2026 - A Decent Start to the Year

On a year-to-date basis the markets are holding their own - even after three strong
years. As of this writing the S&P 500 Index is generally flat for the year, and the
equal-weight S&P 500 (reflecting the average stock in the index) is up almost 3%.
This reflects a general broadening in the market and is, in our view, a healthy
development. Itis refreshing to see market leadership rotating towards cyclicals and
value stocks.

The Russell 2000 Index of smaller companies is up almost 3% in 2026 and the
international “EAFE” Index is up about 3.5%. All decent returns with the end of the
first quarter still a few weeks away. Taxable and municipal bonds are also positive
for the year.

The Artificial Intelligence (AI) Buildout — Early Days

One noteworthy market development has been the significant buildout of
infrastructure related to AI. This seems like another “gold rush” with many
companies working furiously to construct large data centers.

We are watching this situation closely as hyperscalers such as Amazon, Microsoft and
Alphabet (Google) spend massive amounts of capital. Initially the spending was
mostly financed with cash on hand, but increasingly it is being financed with debt.
This may impact their free cash flow and the sustainability of buybacks.

For now, this spending is generating economic growth. Each data center requires
construction, significant energy infrastructure and the latest in computer chips.

One consequence of Al is that some jobs will be displaced and others will evolve. We
note that advances in technology can always be unsettling, but that the result is often
increased growth, lower costs, new jobs and a higher standard of living. When was
the last time you called the television repairman?

Geopolitics — The Middle East Conflict
The situation in the Middle East remains highly uncertain. Almost to the point that
anything we write today will be out of date by the time this gets to you.
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The United States has attacked Iran with much force. Iran has struck back at the
U.S. and many of its immediate neighbors — most of whom did not want to be drawn
into the fight. Several news sources are reporting that some Iranian people are
supporting and celebrating these developments.

While the U.S. is largely energy-independent now, other countries such as China and
India rely significantly on OPEC and oil moving through the Strait of Hormuz. We
suspect there is work going on behind the scenes to keep that oil flowing.

For an investor there is much uncertainty — and the markets have never liked that.
We take a lesson from history and include a graph of tumultuous events (including
many wars) over the last 100 years. While the future is always opaque, we can take
a lesson from history and observe how the markets reacted to past events. Over
time the equity market trends up, and in fact many pullbacks can be viewed as buying
opportunities with the benefit of hindsight.

In Summary

Investing is about long-term growth and long-term compounding of capital. At
Private Capital Management we have over 25 years of experience building
diversified, resilient portfolios. The bull market remains intact, with earnings
growth—not valuation expansion—driving returns; S&P 500 earnings are projected
to grow more than 14% over the four quarters of 2026.

In a few weeks we will be sending out reports for the 1st quarter and will include our
usual commentary with an update.

In the meantime, please feel free to reach out to your Advisor with any questions.
Please know that we greatly appreciate and value our wonderful clients.

Figure 2 | With Military Conflicts, Long-Term Discipline Is Key for Investors
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Data from July 1926 — December 2025. Source: Ken French Data Library. Past performance is no guarantee of future results.

Sincerely,

The Private Capital Management Team
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Important Disclosure Information

© 2026, Private Capital Management (PCM) is a trade name (doing business as) of SouthState Private Capital
Management LLC, a wholly owned subsidiary of SouthState Bank, N.A. All rights reserved. For public use. PCM
is an investment advisor registered with the Securities and Exchange Commission. SEC registration does not
imply a certain level of skill or training. Neither PCM’s investment adviser registration status, nor any amount of
prior experience or success should be construed that a certain level of results or satisfaction will be achieved if
PCM is engaged, or continues to be engaged, to provide investment advisory services. PCM is neither a law firm,
nor a certified public accounting firm, and no portion of its services should be construed as legal or accounting
advice. Information in these materials is based on sources deemed reliable, but which have not been
independently verified. Please remember that past performance is no guarantee of future results. Different types
of investments involve varying degrees of risk, and there can be no assurance that the future performance of any
specific investment, investment strategy, or product (including the investments and/or investment strategies
recommended or undertaken by PCM), or any non-investment related content, made reference to directly or
indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s),
be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing
market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this commentary serves as the
receipt of, or as a substitute for, personalized investment advice from PCM. Historical performance results for
investment indices, benchmarks, and/or categories have been provided for general informational/comparison
purposes only and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of
an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of
decreasing historical performance results. It should not be assumed that your PCM account holdings correspond
directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the
impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your PCM accounts; and
(3) a description of each comparative benchmark/index is available upon request. A copy of PCM’s current written
disclosure Brochure discussing our advisory services and fees continues to remain available upon request. Please
Remember: If you are a PCM client, please contact PCM, in writing, if there are any changes in your
personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous
recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to
our investment advisory services. Unless, and until you notify us, in writing, to the contrary, we shall continue to
provide services as we do currently. Please Also Remember: to advise us if you have not been receiving account
statements (at least quarterly) from the account custodian.

INVESTMENT PRODUCTS

Not FDIC Insured No Bank Guarantee May Lose Value

Not a Deposit Not Insured by Any Federal Government
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