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The K-Shaped Economy Widens

Executive Summary: The U.S. economy continues its “K-shaped” recovery, where Wall Street and large corpo-
rations benefit from rising asset prices, Al-driven productivity gains, and expanding profit margins, while many
consumers face mounting financial stress. As companies rely more heavily on automation and artificial intelli-
gence in place of labor, the divergence between corporate profitability and household financial health may
continue to widen — creating both investment opportunities and rising macroeconomic risks, particularly dur-

ing a historically volatile midterm election year.

K-Shaped Economy

A pronounced and growing divergence exists between Wall Street profits and Main Street financial stress, fueling a 'K
-shaped' U.S. economy. This environment is one where people in the upper arm of the 'k' see their wealth increase

while those in the bottom half go in the other direction.

K-shaped recovery
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Some parts of the economy continue to recover and compound higher, benefiting asset owners, large corporations,

and Wall Street, while others stagnate or decline (households and Main Street consumers).
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Al Implications

The uncomfortable reality is that this divide may continue — and Al could accelerate it. For companies, artificial

intelligence, automation, and robotics offer a powerful margin story. Firms that can substitute software, machines, or Al-

enabled workflows for labor may be able to grow revenue without adding headcount at the same pace. That is good for

earnings, operating leverage, and equity valuations. In other words, Wall Street may reward the very productivity gains

that leave parts of Main Street under more pressure.

According to a study by RIA Advisor, humanoid robots could eventually be up to 50x cheaper than minimum wage

employees. See below:

LABOR ECONOMICS

Daily Cost: Humanoid Robot vs. U.S. Minimum Wage Worker

GURE ROBOT

$10

MINIMUM WAGE WORKER

$130+
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Many households are already dealing with higher rent, higher gas prices, higher insurance, higher borrowing costs, and

rising credit card balances. If inflation reaccelerates while job growth slows or wage growth moderates, the consumer

could be squeezed from both sides. That is a dangerous mix: companies may report strong margins precisely because

labor demand is softer, while consumers increasingly rely on credit to maintain spending.

Mid-Term Election Year

The market’s technical backdrop also deserves attention. The below chart shows the average S&P 500 path during

midterm election years. Historically, midterm years can be choppy, with weakness often appearing during the summer

before markets recover later in the year. History never repeats itself perfectly, but this data does suggest the next few

months could be more volatile — especially with valuations elevated, breadth uneven, inflation concerns rising, and

political uncertainty building.
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Average S&PS500 level (indexed at 100 in Jan) for midterm and non-election years. Sample starts in 1946
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Investment Implica- tions

The investment implication is not necessarily to abandon equities. In fact, the K-shaped economy may continue to sup-
port select winners: companies with pricing power, automation advantages, Al leverage, and strong balance sheets.
But it does argue for being more selective. The same forces that support corporate margins may also increase macro

fragility.

And transition periods are notoriously volatile. Volatility increases option prices, which makes our covered call strategy

particularly compelling at a time like this.

In short: Al and automation may extend the profit cycle, but they may also deepen the social and economic divide.

That is bullish for certain companies, but not necessarily bullish for the economy as a whole.
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April Performance

Van Hulzen’s covered call strategy turned in a strong month in April, participating fully in the market rebound off of the
March lows. The strategy returned +5.1% in April, versus 3.8% for the covered call index (BXM) and 1.6% for the high
yield bond index.

Since inception (25+ years), the strategy has delivered strong alpha versus its benchmarks. And the team is optimistic

about the future.

Alpha Relative to...
a =Rp — [Rf + (Rm —Rf) R]
CCIndex  High Yield S&P 500

Rp = Realized return of portfolio 7.8% 7.8% 7.8%
Rm = Market return 5.9% 5.6% 9.5%
Rf = risk-free rate 1.5% 1.5% 1.5%
R = Beta 0.7 0.7 05

Alpha 3.3% 3.4% 2.1%
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Van Hulzen Covered Call Strategy

The Van Hulzen Covered Call strategy invests in US companies that we consider to have high shareholder yield (dividends
and share repurchases) and uses call options with the goal of reducing portfolio volatility and creating incremental in-
come. The goal is a portfolio that has equity exposure while seeking higher than average annual income (target of 6-8%
annual), although there is no guarantee that the strategy will achieve its objective, generate profits or avoid losses. Below

you will find the graph of the Van Hulzen Covered Call Strategy and the Covered Call Index BXM.

Covered Call Strategy Performance (gross as of 04/30/2026)
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Returns (annualized)* Apr 2026 3M 6M YTD 1Year 3Years 5Years 7Years 10 Years Inception
Van Hulzen (Gross) 5.1% 1.5% 3.6% 2.3% 16.3% 12.1% 7.5% 7.1% 7.3% 8.0%
Van Hulzen (Net) 5.0% 1.3% 3.4% 2.1% 15.7% 11.3% 6.8% 6.4% 6.6% 7.2%
BXM 3.8% 1.7% 6.8% 2.9% 17.5% 12.0% 8.6% 7.6% 7.6% 6.0%
Difference (Gross-BXM) 1.3% -0.3% -3.2% 0.6% -1.2% 0.1% -1.0% -0.4% -0.3% 2.0%
S&P 500 10.5% 4.2% 6.0% 57% 31.1% 21.7% 13.1% 154% 15.3% 9.9%

*Inception date : 12/31/2001. Figures greater than one year are annualized. Van Hulzen returns represent actual returns from
composite of accounts. Source: Bloomberg, Tamarac

The foregoing content reflects the opinions of Van Hulzen Asset Management and is subject to change at any time without notice. Content provided herein is for informational purposes
only and should not be used or construed as investment advice or a recommendation regarding the purchase or sale of any security. There is no guarantee that these statements, opin-
ions or forecasts provided herein will prove to be correct. Past performance is not a guarantee of future results. Indices are not available for direct investment. Any investor who attempts
to mimic the performance of an index would incur fees and expenses which would reduce returns. All investing involves risk including the potential for loss of principal. There is no guar-
antee that any strategy will be successful. The CBOE S&P 500 BuyWrite Index (BXM) is a benchmark index designed to track the performance of a hypothetical buy-write strategy on the
S&P 500 Index. The BXM is a passive total return index based on (1) buying an S&P 500 stock index portfolio, and (2) "writing" (or selling) the near-term S&P 500 Index (SPXSM) "covered"
call option, generally on the third Friday of each month. The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market-value
weighted index (stock price times number of shares outstanding), with each stock's weight in the Index proportionate to its market value. It is widely used as a benchmark of U.S. equity

performance. It is not possible to invest directly in an index. All numbers presented are sourced through Bloomberg and Tamarac.
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