
Equity Market Update
Equity markets advanced in the third quarter, though
more modestly than during the spring rebound. The S&P
500 gained 2.30% during the quarter, while major U.S.
and international indexes remained solidly positive for
the year. Developed international markets also rose,
while emerging markets declined but were still a year-to-
date bright spot.

Leadership narrowed as U.S. small caps declined even
while the S&P 500 rose, reversing the broader
participation we noted last quarter. Technology stocks
were volatile as well. The NASDAQ 100 fell just over 10%
in July before recovering enough to finish the quarter
slightly higher. Firm earnings and economic growth
support a constructive longer-term outlook, though we
are watching whether participation broadens again.

Earnings and the Economy
The S&P 500’s advance has involved more than investors
paying a higher price for the same expected profits. Its
forward P/E declined from recent highs to roughly 19 as
earnings expectations rose faster than stock prices.
Analysts also expect substantial profit growth beyond
the Magnificent Seven, even though stock gains became
more concentrated last quarter.

Inflation rose from 2.7% in December 2025 to 3.4% in
August 2026, driven largely by higher energy prices,
while core inflation edged lower. The economy
continued to grow despite those pressures. Higher
Treasury yields have weighed on existing bond prices
but improved the income available from new bonds. The
rise in yields changes the investment backdrop, but it
does not mean growth must stop.
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Total Return Performance 
for the Major U.S. and International Stock Market Indexes

YTD 
September 30, 2026EQUITY INDEX

UNITED STATES

7.19 %Dow Jones Industrial Avg.:  
30 Stock Composite

12.75 %S&P 500 Composite:  
U.S. Large Cap

21.00 %NASDAQ 100 Composite:  
Technology Heavy 

14.15 %S&P 600 Small Cap:  
U.S. Small Cap

INTERNATIONAL

10.91 %MSCI EAFE Large Cap:  Europe, 
Asia & Far East Large Cap

11.28 %
MSCI EAFE Small Cap:
Europe, Asia & Far East Small Cap

23.52 %
MSCI EM Emerging Market:
Emerging Market Countries

Source:  Bloomberg, L.P.
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Summary
An all-time high can make it feel as though the opportunity has already passed. Yet new highs are a
normal part of a market that grows over time. As the charts below show, average longer-term returns
after investing at a new high have historically been comparable to returns after investing on any day.
Reaching a new high is a milestone, not necessarily a ceiling. History puts today’s highs in perspective,
but it cannot tell us where stocks will go next.

Pullbacks remain possible as markets adjust to higher rates, inflation, and changing expectations for
earnings. Rather than treating a particular index level as a signal to act, we remain focused on each
client’s goals, time horizon, and ability to stay invested through uneven periods. We are grateful for the
trust you place in us and for the opportunity to help you sort through the noise while keeping your long-
term priorities in view. We hope you and your families enjoy the fall, and we look forward to the months
ahead together.

Source: JPMorgan Guide to the Markets 9/30/26
(Left) *Market floor is defined as an all-time high from which the market never fell more than 5%. (Right) **"Invest on any day“
represents average of forward returns for the entire time period whereas "Invest at a new high" represents average of rolling forward
returns calculated from each new S&P 500 high for the subsequent 3-month, 6-month, 1-year, 2-year, 3-year and 5-year intervals.

This article contains general information and should not be construed as an offer, solicitation, or recommendation with respect to any transaction. Readers of 
this document are not to view its content as creating an advisory relationship or as providing investment advice, legal advice or tax advice.

Forward-looking statements and assumptions are Vestor Capital’s current estimates or expectations of future events or future results. There is no guarantee 
that the views and opinions expressed in this article will come to pass, and inherent risks and uncertainties in the market and current conditions could cause 
actual events and results to differ materially from our predictions and expectations. 

Investing involves risk and is not suitable for everyone. Past performance does not guarantee future returns. Actual results could differ materially from the 
results indicated by this information.

Vestor Capital LLC (“Vestor Capital”) is an SEC registered investment adviser with its principal place of business in the State of Illinois. For more information, 
including fees and services, email vestor@vestorcapital.com to request our Form ADV brochure and Client Relationship Summary.
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