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THE VALUE OF INDEPENDENCE

US Corporate Profits: The Lifeblood of the Market & Economy

Corporate profits matter because they play two roles at once: they anchor long run equity values and they finance the
investment, hiring, and innovation that sustain economic growth. In the current backdrop, that dual role is on full display,
as first quarter 2026 expectations point to profit growth for large U.S. companies that is broadening beyond technology
and finance, with earnings per share projected to exceed 13 percent year over year for a sixth straight quarter and sales
growth running at the strongest pace since late 2022.

This combination underpins the idea that profits are both the mother’s milk of stocks and the lifeblood of the economy.
In capital markets, earnings provide the cash flow foundation for valuation, dividends, buybacks, and reinvestment. In the
real economy, profits signal where capital should be deployed and supply the internally generated funding that allows
businesses to expand capacity, adopt new technologies, and withstand cyclical stress.

Why Profits Nourish Stocks

At times equity prices can diverge from fundamentals, but over the long run they are sustained by earnings power. When
profits rise through genuine revenue growth, productivity gains, and margin improvement, valuations rest on a more solid
foundation. Importantly, the current profit cycle is not merely an artifact of buybacks: the boost to EPS from share
repurchases is the smallest in more than two years, suggesting that much of the advance reflects real business expansion,
cost discipline, and efficiency gains. That distinction is critical, because markets reward profits most durably when they
are generated by better businesses, not just fewer shares outstanding. Even the conflict in Iran and the associated rise in
oil prices have been largely shrugged off by strong profits and a constructive profit outlook.
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Why Profits Sustain the Economy

Profits are just as important outside the stock market because they represent the economic surplus that finances future
activity. A company earning healthy profits can invest in equipment, software, logistics, research, and labor, whereas a
chronically unprofitable firm eventually loses the capacity to reinvest, service obligations, and survive external shocks.

Recent evidence highlights strong profitability across industries such as airlines, consumer goods, and energy, even amid
war, inflation pressures, and weak consumer sentiment, while current macro commentary emphasizes that capital
investment, reshoring, Al adoption, and domestic manufacturing are central themes in this cycle. These developments are
tightly linked: profits create both the means and the incentive for firms to commit capital to new projects—whether in
data centers, industrial capacity, supply chain resilience, or premium service offerings.
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This is why profits are often described as the
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economy’s lifeblood. Like blood in a body, they
circulate through firms, lenders, and capital
markets, carrying information and financing to the places where resources can be used most productively. When profits
are broad based and durable, they support employment, business formation, capital expenditure, and credit quality; when
profits erode persistently, the negative effects quickly ripple through investment, wages, and output.

Profits As Signal and Fuel

Profits do two jobs simultaneously: they are a signal of where value is being created and the fuel that allows that value to
expand. As a signal, profits tell investors and managers which sectors, business models, and strategies are earning
attractive returns. As fuel, profits provide internal cash flow that reduces reliance on costly external financing and allows
firms to scale successful ideas.

That interaction is especially relevant today. Recent market work emphasizes Al driven productivity, rising capital intensity
in business models that were once capital light, and continued U.S. leadership in capital expenditure spending. Those
trends demand substantial investment, and the firms best positioned to meet that demand are those already generating
robust margins and cash flow. In other words, profits are not only the proof that a business model works; they are also
the mechanism through which that business model compounds.
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The concentration of Al related earnings growth in a relatively small group of companies does not undercut the broader
argument; it sharpens it. Seven Al exposed stocks accounted for roughly half of S&P 500 EPS growth in 2025 and are
expected to contribute a similarly large share in 2026. Even so, evidence that earnings growth is broadening beyond those
leaders suggests the economy wide profit engine is healthier than a narrow mega cap narrative alone would imply.

Investment Implications

For investors, the practical takeaway is that
profits should remain central to both macro and
equity analysis. Revenue growth and narrative
matter, but long term stock returns ultimately
depend on the durability, quality, and breadth of
earnings generation. Companies with resilient
margins, genuine pricing power, productivity
upside, and reinvestment opportunities are
better positioned to compound value than
businesses whose earnings rest mainly on
temporary cost cuts or financial engineering.

For the broader economy, the implication is just
as important. Healthy profit formation is not
merely a political talking point or a narrow
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shareholder concern; it is one of the clearest indicators that capital is being allocated to productive uses and that firms
retain the capacity to invest, hire, and innovate. In that sense, profits are both the market’s nourishment and the

economy'’s circulatory system.
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Important Disclosures and Disclaimers

This material is distributed for informational purposes only and intended solely for BigSur Wealth Management, LLC
(“BigSur” or the “Adviser”) clientele and or other parties to whom BigSur chooses to share such information. The
discussions and opinions in this document (or “report”) are intended for general informational purposes only, and are not
intended to provide investment advice and there is no guarantee that the opinions expressed herein will be valid beyond
the date of this document. While taken from sources deemed to be accurate, BigSur makes no representations regarding
the accuracy of the information in this document and certain information is based on third-party sources (e.g. Bloomberg,
Factset, Wall Street Journal) believed to be reliable, but has not been independently verified and its accuracy or
completeness cannot be guaranteed. Any asset allocation proposals described herein are based on proprietary ratings
and categorizations which involve varying levels of subjective analysis and interpretation. The asset allocation breakdown
is intended to be a summary of BigSur’s view on each asset class and its risk components which includes various factors
including, but not limited to: market conditions and trends, correlation of securities, volatility, interest rate and issuer risk.

This article is not intended to provide personal investment advice and it does not take into account the specific investment
objectives, financial situation, and the particular needs of any specific investor. Views regarding the economy, securities
markets or other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may result
in economic loss to the investor. Any strategies referenced BigSur believes may present opportunities for appreciation
over the subsequent time periods. BigSur closely monitors securities discussed and client portfolios and may make
changes when warranted as a result of evolving market conditions. There can be no assurance that any investment
strategies and/or performance included or referenced in the article will remain the same and investment strategies,
philosophies, and allocation are subject to change without prior notice.

Any specific securities or companies identified and described may or may not be held in portfolios managed by the Adviser
and do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not
assume that any investments in securities and/or sectors identified and discussed were or will be profitable. BigSur may
change its views on these securities at any time. There is no guarantee that, should market conditions repeat, these
securities will perform in the same way in the future. Any performance illustrations shown herein have not been audited
and may reflect the reinvestment of dividends, interest and other earnings. Any performance and return illustrations
have not been independently verified or audited by BigSur. Returns may be estimated and may not reflect actual
performance. Further, past performance and returns may be subject to revision. BigSur does not undertake to update
this information, and the results discussed may change without notice.

There are many factors that an investor should be aware of when trading options which can impact their overall
performance such as market volatility, interest rates, and time horizon. Investors should only engage in options trading
that is best suited to their financial condition and option experience. There is the potential to lose your entire investment
in options as well as suffer unlimited downside loss. The options strategy outlined in this commentary only reflects
BigSur’s opinion and is subject to change at any time. Before trading options, you should understand these risks and
carefully review and read the booklet entitled “Characteristics and Risks of Standardized Options” which is available
at www.theocc.com. BigSur can provide you a copy of this booklet as well.

Please also note that this commentary is not investment research or considered a research recommendation for regulatory
purposes as it does not constitute substantive research or analysis. In discussion of any strategy, results and risks are
based solely on assumptions and hypothetical examples. Actual results, performance and risks will vary depending on
specific circumstances. You are urged to consider carefully whether such services in general, as well as the products or
strategies discussed in this material, are suitable to your needs.
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Certain public offerings of Alternative Investment products (e.g. interests in real estate, private equity and hedge funds)
are generally offered in reliance upon an exemption and do not require registration under the Securities Act of 1933.

Alternative Investments, therefore, pose additional risks which are different from those inherent in traditional
investments. Investments in Alternative Investments may also involve the use of leverage which involves a high degree
of risk factors including substantial loss of initial investment. Alternative Investments are not required to provide periodic
pricing or valuation information to investors. As such, Alternative Investments are highly illiquid and are generally not
transferrable without the consent of the sponsor/issuer.

This report may include forward-looking statements and all statements other than statements of historical fact are to be
considered forward-looking and subjective (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,”
“should,” and “expect”). Although we believe that the expectations reflected in such forward-looking statements are
reasonable, we can provide no assurance that such expectations will prove to be correct. Many factors including changing
market conditions and global political and economic events could cause actual outcomes, results or performance to differ
materially from those discussed in such forward-looking statements. BigSur shall not be responsible for the consequences
of reliance upon any opinion or statements contained herein, and expressly disclaims any liability, including incidental or
consequential damages, arising from any errors, omissions or misuse.
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This information is highly confidential and intended for review by the recipient only. The information should not be
disseminated or be made available for public use or to any other source without the express written authorization of
BigSur. Distribution of this document is prohibited in any jurisdiction where dissemination of such documents may be
unlawful. Please contact your investment adviser, accountant, and/or attorney for advice appropriate to your specific
situation.

BigSur Wealth Management, LLC
1441 Brickell Avenue, Suite 1450
Miami, FL 33131

Office (Main): 305-740-6777
Fax: 305-350-9998
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