
Volatility and the Markets
The second quarter of 2026 marked a meaningful rebound from the weakness experienced 
earlier in the year, as equities recovered sharply and major indexes posted their strongest 
quarterly gains in several years. After a difficult first quarter, investor sentiment improved as 
strong corporate earnings, renewed enthusiasm around AI infrastructure, and leadership 
from semiconductor and mega-cap technology stocks helped drive a broad risk-on rally. 
While geopolitical tensions in the Middle East contributed to periods of volatility, markets 
were supported by easing oil prices and resilient earnings expectations. Notably, 96% of the 
upside in the Nasdaq-100 in the first half of the year came from 10 stocks as the AI trade 
continues to drive markets.* 
Reviewing sector performance, the leaders for the quarter were Information Technology 
(+31.79%), Industrials (+14.85%), and Consumer Discretionary (+9.27%). The worst performing 
sectors this quarter were Energy (-13.45%), Utilities (-0.53%), and Consumer Staples (+0.33%). 
Energy saw a significant reversal of the upside it had seen earlier in the year as tensions in 
Iran lessened throughout the quarter.* 
Looking back on economic data for the quarter, inflation remained a focus and ticked up 
notably during the quarter, driven primarily by elevated oil prices caused by the conflict with 
Iran.  Unemployment was flat to slightly lower over the past quarter, and while the Federal 
Reserve held interest rates steady though there is a heightened expectation of at least one 
25 basis point rate hike in 2026.* 

Shelton Equity Income Fund
During the second quarter, the Shelton Equity Income Fund outperformed the CBOE BuyWrite 
Index (BXM) by 5.72%, delivering a gross return of 13.10% compared to the BXM return of 
7.38%. Adhering steadfastly to our commitment to cash flow-focused investors, EQTIX 
distributed $0.3900 during the quarter. The fund has an 8.40% TTM, aligning seamlessly with 
our overarching objective of distributing at an annual rate of 6-9%.1* 
Relative to the S&P 500, the Fund’s underlying security selection was positive during the 
quarter, contributing approximately 30 basis points. Strong performance from Micron 
Technology, Advanced Micro Devices, Lam Research, Apple and NVIDIA was partially offset 
by weakness in Salesforce, Accenture, Intuit, Comcast and Intuitive Surgical. Asset allocation 
and options positioning detracted from relative performance, particularly within Information 
Technology and the Fund’s derivative positions. This result is consistent with the strategy’s 
design: during periods of sharply rising equity markets, covered calls may limit some upside 
participation in exchange for generating option income and helping moderate portfolio 
volatility.
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What We See Going Forward
As the second quarter concluded, markets faced a complex set of cross-currents. The reduction in tensions with Iran is certainly positive, 
but the downstream effects — on inflation, supply chain normalization, and monetary policy — will persist well into the second half of 
the year. The AI investment theme remains powerful but is entering a phase of greater scrutiny, with investors looking to see returns on 
the massive amounts of capital being deployed on AI infrastructure. With the likelihood of persistent volatility from geopolitical tensions 
and the aftereffects of the oil shock, we believe that the Equity Income strategy is well positioned to take advantage of current market 
conditions. 

IMPORTANT DISCLOSURES ON PAGE 2

*Source: Bloomberg
1Distribution Rate is the annualized payout, expressed as a percentage of NAV that an investor would receive based on the trailing 12 months. Distributions 
may include ordinary dividends, interest income, capital gains, or return of capital. Distributions may coincide with a decline in NAV. Distribution levels may 
vary quarter to quarter and no minimum distribution amount can be guaranteed.
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IMPORTANT INFORMATION

INVESTMENTS ARE NOT FDIC INSURED OR BANK GUARANTEED AND MAY LOSE VALUE.
Investors should consider a fund’s investment objectives, risks, charges, and expenses carefully before investing. The prospectus contains this and other information 
about the fund. To obtain a prospectus, visit https://www.sheltoncap.com/wp-content/uploads/2025/11/Prospectus-1.1.26.pdf or call (800) 955-9988. A prospectus 
should be read carefully before investing.
It is possible to lose money by investing in a fund. Past performance does not guarantee future results and current performance may be lower or higher than the 
performance data quoted. 
Diversification does not assure a profit or protect against loss.
Options involve risk and are not suitable for everyone. Prior to buying or selling an option, your client must receive a copy of CHARACTERISTICS AND RISKS OF 
STANDARDIZED OPTIONS. Copies of this document may be obtained from your Investment Advisor, from any exchange on which options are traded, or by contacting 
The Options Clearing Corporation, One North Wacker Dr., Suite 500, Chicago, IL 60606 (1-800-678-4667).
Fund information is not intended to represent future portfolio composition. Portfolio holdings are subject to change and should not be considered a recommendation 
to buy individual securities. Investments in derivatives may be riskier than other types of investments. They may be more sensitive to changes in economic or market 
conditions than other types of investments. Many derivatives create leverage, which could lead to greater volatility and losses that significantly exceed the original 
investment. Positions in equity options can reduce equity market risk, but can limit the opportunity to profit from an increase in the market value of stocks in exchange 
for upfront cash as the time of selling the call option. Unusual market conditions or the lack of a ready market for any particular option at a specific time may reduce 
the effectiveness of option strategies and could result in losses.
Distributed by RFS Partners, a member of FINRA, and affiliate of Shelton Capital Management.


