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Under the Hood of the Markets

▪ Forward earnings – S&P 500 +24% Q2

▪ Demand for AI is already there, unlike “if we build it they will 
come” environment of the late 1990’s internet boom & 
telecom build-out

▪ Healthy sector rotation away from Magnificent 7 technology 
companies to other areas

▪ Resilience to geo-political issues this year
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Where are the Cracks?

▪ Ballooning US Government Debt - $39.4 T

▪ Supply constraints of AI buildouts, rising costs in the future 
could become prohibitive – only 5 gigawatts currently under 
construction

▪ “Less good” S&P 500 earnings next year versus outsized 
investor expectations

▪ Extreme market concentration – as rotation begins, the top 10 
S&P 500 stocks are easing off their peak (~41% to ~37%) but 
still sit above the dot-com high

Sources: Bloomberg (AI data-center capacity); U.S. Treasury & CBO (federal debt); FactSet (S&P 500 earnings); S&P 500 index weightings via SPDR S&P 500 ETF (market concentration), 
2026.
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Summertime Plans

▪ Review budget and savings plans

▪ Written Investment Plan – risk tolerance matched to goals

▪ Update legal documents & beneficiaries

▪ Add Trusted Contacts to your brokerage accounts with us

▪ Mid-year tax check-up – withholding, & estimated payments

▪ Revisit emergency fund & insurance coverage (life, disability, 
umbrella)
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Back to School Preparation & Trump Accounts

▪ 529 Plans – growth is tax-deferred and distributions for 
qualified educational purposes are tax-free, owner controls

▪ Trump accounts and custodial IRA’s – for retirement

▪ UGMA/UTMA – flexibility for broad use, but minor fully owns 
assets at age of majority

▪ ABLE for special needs/disabled children

▪ Coverdell – eligibility restriction and low contribution limits

▪ The simplest way – write a check directly to the school

▪ It takes a village – combination of strategies not solely based 
on tax benefits, but always consult with your CPA
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Art Beats the Science of AI
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Pawleys Dividend
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Pawleys Growth
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invest right, live rightTM

“…perfection is impossible. In the 1,526 singles 
matches I played in my career; I won almost 80% of 

those matches... What percentage of the points do you 
think I won in those matches? Only 54%."

  - Roger Federer
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▪ Email: kschwartz@PawleysAdvisors.com
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