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“Market Concentration Meets Higher Rates”

Index September 2026 2026 YTD
S&P 500 (0.35%) 12.7%
Russell 2000 (5.2%) 13.7%
MSCI World, Ex-US (3.3%) 10.2%
Bloomberg AGG Bond (2.4%) (2.9%)

*Total Returns Source: Factset Data

September was a modestly negative month at the headline level but a notably weaker one beneath the surface. The S&P
500 returned -0.35%, while the Bloomberg U.S. Aggregate Bond Index fell 2.4%. Three themes dominated: narrow and
concentrated equity leadership; higher Treasury yields as the Federal Reserve resumed rate increases; and wide
performance gaps across sectors, company sizes, and rate sensitivities.

S&P 500 Breadth and Relative Performance
One-month price performance, August 31 to September 30, 2026

S&P 500 Index -0.3%

S&P 500 Equal Weight ETF (RSP) -4.8%

Median S&P 500 Constituent -5.8%

Russell 2000 ETF (IWM) -5.2%
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*Source: Factset Data Research



September’s headline result concealed exceptionally narrow market breadth. The median S&P 500 constituent fell 5.8%,
and fewer than one-quarter of the index’s companies outperformed. By these measures, U.S. large-cap equity performance
was more concentrated than at any time in the past 25 years. Higher interest rates also increase the premium on earnings
growth while reducing the relative appeal of higher-yielding dividend stocks. Sector returns reinforced this pattern: only
Communication Services (+5.36%) and Information Technology (+5.21%) posted gains, while the other nine sectors
declined.

Reflecting our focus on risk-adjusted returns and thoughtful diversification, Seacoast Wealth Management equities
significantly outperformed the equal-weight S&P 500 but trailed the capitalization-weighted index. Our best performers in
September included Applied Materials, Thermo-Fisher Scientific, Eaton Corp, and Apple.

Treasury Yield Curve Change
U.S. Treasury constant maturity rates at month-end
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*Source : U.S. Department of the Treasury

Treasury yields rose across the curve from 2-year notes all the way to 30-year bonds. Mid-month the Fed’s FOMC (Federal
Open Market Committee) raised the Fed Funds Rate target 25 basis points to 3.75%-4.00% and September projections by
FOMC members lifted 2026 GDP growth to 2.3%, lowered unemployment to 4.1%, and raised PCE inflation to 3.7%. Year-
end Fed Funds rate targets rose to 4.1%. Our fixed income strategy of shorter-duration corporate bond ladders added
significant downside protection for clients in September with most bond portfolios flat to down less than 1%.

September is a reminder that an index can appear stable even when most holdings decline. The current concentration risk
embedded in the S&P 500 index argues for maintaining exposure across sectors, and market capitalizations. In fixed
income, higher starting yields improve prospective returns as we reinvest maturities, while duration will stay relatively short
of the Bloomberg Aggregate Bond Index to avoid further interest rate risk.

As always, we appreciate the opportunity to work with you, and if you have any questions, please do not hesitate to reach
out to your Seacoast Wealth Management Associate.






