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Weekly Market Commentary & GRIP Summary - Week Ending February 6, 2026

Overview

The past week reinforced the core thesis we laid out in our 2026 Annual Outlook: the
U.S. economy is transitioning from a late-cycle, consumption-driven expansion toward
a new, production-led recovery. The GRIP framework continues to highlight a critical
divergence—leading indicators are beginning to stabilize and show early signs of
improvement, even as coincident indicators, particularly the labor market, continue to
weaken.

This divergence is not a bug of the cycle; it is the setup.

Growth (G)

Labor market data continued to deteriorate, validating our expectation that coincident
indicators would weaken first.

= Job openings continued to break down, extending a trend that has been in place for
several months.

» Firings picked up, suggesting businesses are increasingly focused on cost discipline.

» The ADP employment report showed only 22,000 jobs added, reinforcing the
narrative that hiring momentum has slowed materially.
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This softening in labor conditions is important. Historically, labor market deterioration
has been the trigger for more aggressive policy easing, particularly when inflation is
already trending lower.

At the same time, markets are increasingly pricing a reacceleration in real economic
activity, driven not by consumption, but by investment in the real economy—energy,
infrastructure, manufacturing, and logistics. Leading indicators are deeply depressed,
and history suggests that when policy begins to ease into this backdrop; growth tends to
rebound sharply later in the cycle.

The big economic surprise last week was the move higher in the ISM Manufacturing
PMI. The report showed that manufacturing is no longer in contraction after surging
over 9% from the month prior, climbing to a reading of 52.6. This is the first acceleration
in over one year. Furthermore, new orders broke out higher to 57.10 showing solid
acceleration.
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Risk Appetite (R)

Risk appetite remains constructive but rotating, and this rotation is arguably the most
important market signal today.

We are witnessing a clear bifurcation:
What's breaking down

= Software and high-multiple technology stocks continue to get crushed, as markets
attempt to price a future where the marginal cost of software trends toward zero.

» This is not dissimilar to prior infrastructure buildouts. Pundits often compare today's
Al cycle to the fiber-optic boom and bust—massive speculative runs followed by
overcapacity and price compression.

= While this dynamic may eventually apply to chips as well (forcing dominant players
to reinvest cash flows aggressively to defend market share), it is already acutely
visible in software stock performance.

What's breaking out

At the same time, economically sensitive and valuation-supported areas are surging:

= Equal-weight Industrials, Energy, and Materials all broke out to new all-time highs
last week.

» Regional banks surged on a relative basis, gaining 7.21% versus the S&P 500, a classic
signal of improving private-sector activity and credit creation.

= Transports (IYT) outperformed even more dramatically, gaining 7.67% versus SPY,
reinforcing the message from logistics and freight that real economic throughput is
improving.

= Small-cap value (VBR)—historically one of the strongest performers coming out of
economic slowdowns—rose 4.04% last week.

» |Large-cap value outperformed large-cap growth by more than 6%, marking one of
the most decisive style rotations we've seen in years.
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These are not speculative moves. They are classic recovery signals.
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Inflation ()

The inflation debate is shifting from “Is inflation falling?” to "When does easing policy
into a recovery reignite inflation?”

All of the areas currently leading—energy, materials, industrials, regional banks, and
small-cap value—are:

» Tied directly to the real economy

= Correlated with rising private-sector investment

» Historically associated with stronger inflationary impulses later in the cycle

Markets are telling us that Al is not just a software story. It is a capital-intensive, energy-
hungry, materials-driven transformation of the real economy. That matters enormously
for the inflation outlook once growth reaccelerates.

Policy (P)

Policy now sits at the center of the opportunity set.

» The deteriorating labor market is increasingly giving policymakers cover to ease
more aggressively.

» |nflation trends have already moved in the right direction.
» The question is no longer if policy eases, but how quickly and how forcefully.

Our hope—and our expectation—is that policymakers will recognize the opportunity to
ease into an emerging recovery, rather than waiting for coincident indicators to
collapse further. Done correctly, this could provide the fuel for a renaissance in the
private sector, a revitalization of the middle class, and a return to the US. as a
production-focused economy rather than a purely consumption-driven one.

The risk, as always, is that policy moves too slowly—allowing a near-term growth scare
to develop before the next expansion phase fully takes hold.
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GRIP Summary

= Growth: Coincident indicators (labor) are weakening; leading indicators are deeply
depressed and beginning to stabilize—classic late-cycle setup for recovery.

» Risk Appetite: Healthy and broadening, with decisive rotation into value, cyclicals,
small caps, and real-economy sectors.

» |nflation: Falling near-term, but longer-term inflation risks are rising as capital-
intensive Al investment accelerates.

= Policy: Conditions increasingly justify aggressive easing; execution and timing will
determine the strength of the recovery.

Positioning Implications

We continue to believe the market is sending a clear message:
» Value > Growth

= Equal-weight > Cap-weight

» Real assets > Financial assets

= Active strategies > Passive strategies

This is not the end of the cycle.

This is the transition to the next one.
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DISCLOSURES

Ascentis Asset Management (“Ascentis”) is a registered investment adviser. Registration does not
imply a certain level of skill or training. More information about Ascentis including its advisory services
and fee schedule can be found in Form ADV Part 2 which is available upon request. Ascentis provides
non-discretionary advisory services to other registered investment advisers and investment adviser
representatives and does not provide advice to underlying clients of the firms and representatives to
which it provides advisory services.

This is Ascentis’s current assessment of the market and may be changed without notice. The visuals
shown are for illustrative purposes only and do not guarantee success or certain level of performance.
This material contains projections, forecasts, estimates, beliefs and similar information (“forward
looking information”).Forward looking information is subject to inherent uncertainties and
qualifications and is based on numerous assumptions, in each case whether or not identified herein.
This information may be taken, in part, from external sources. We believe these external sources to be
reliable, but no warranty is made as to accuracy.

This material is not financial advice or an offer to sell any product. Different types of investments
involve varying degrees of risk and there can be no assurance that any specific investment will either
be suitable or profitable for a client’s investment portfolio. Economic factors, market conditions and
investment strategies will affect the performance of any portfolio, and there are no assurances that it
will match or outperform any benchmark. Investing in non-traditional and international investments
involves additional risks that are not generally associated with investing in domestic equities.

The backtest simulation and associated performance figures provided are hypothetical. Performance
figures do not include the deduction of advisory fees, brokerage or other commissions and any other
expenses that a client would have paid or actually paid. The results do not represent the results of
actual trading using client assets but were achieved by means of the retroactive application of a model
that was designed with the benefit of hindsight. The results may not reflect the impact that any
material market or economic factors might have had on the adviser's use of the back-tested model if
the model had been used during the period to actually manage client assets. The results portrayed
reflect the reinvestment of dividends and other earnings. Returns should not be considered indicative
of the skill of the adviser. The hypothetical performance results do not relate to the type of advisory
services currently offered by Ascentis Asset Management.

Benchmarks: The index / indices used by Ascentis have not been selected to represent an appropriate
benchmark to compare an investor's performance, but rather are disclosed to allow for comparison of
the investor's performance to that of certain well-known and widely recognized indices. Indices are not
available for direct investment, are unmanaged and do not incur fees or expenses. Detailed
information regarding the indices is available upon request. The volatility of the indices may be
materially different than that of the portfolio.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. Not FDIC insured. All investment
strategies have the potential for profit or loss. Historical data may use proxies to represent investments
and asset classes. These proxies may have holdings and performance that vary from the investments
or asset classes over time.
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CONTACT US

Please feel free to call us or contact us
via email if you require any further information.

EMAIL: max.rockwell@ascentisasset.com

ADDRESS: 5001 Spring Valley Road,
Suite #810W
Dallas, TX 75244 USA

WEBSITE: www.ascentisasset.com
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