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After the rousing returns of this year's second quarter, the third quarter was a bit
sleepy, with the markets eking out incremental gains pretty much across the board.
For most asset classes, it was a matter of holding onto the gains earned earlier in
the year.

Despite the slowdown, most investors are experiencing high-moderate returns so
far this year. The Wilshire 5000 Total Market Index—the broadest measure of
U.S. stocks—gained 1.62% in the third quarter, and is now showing a gain of
12.82% for the year so far. The comparable Russell 3000 index is up 12.72% since
the beginning of January.

Looking at large cap stocks, the widely-quoted S&P 500 index of large company
stocks gained 2.03% in the third quarter, posting an overall gain of 11.77% as of
the end of September. The Russell 1000 large-cap index has delivered a 12.59%
gain in the first nine months of the year.

The Russell Midcap Index, meanwhile, has gained 12.50% for the year so far.

As measured by the Russell 2000 Small-Cap Index, investors in smaller companies
are holding onto a 14.11% gain. The technology-heavy Nasdaq Composite Index
gained 1.27% in the third quarter, and is sitting on a 20.43% gain for the year.

Foreign market returns are following the same general trend. The broad-based
EAFE index of companies in developed foreign economies gained just 0.01%, in
dollar terms, in the third quarter, to hang onto a 7.76% gain for the first nine
months of 2026. European stocks, in aggregate, lost 1.59% of their value in the
three months ending September 30, but have managed to deliver a 4.24% gain for
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the year, while the Far Eastern index gained 3.78% for the quarter, to post a
17.11% return for

investors so far. Emerging market stocks of less developed countries, as
represented by the EAFE EM index, posted a 1.23% loss for the quarter, and a
2.11% gain for the year so far.

Real estate securities suffered the most during the recent quarter. The S&P U.S.
REIT index lost 5.81% in the third quarter, but has still managed to deliver an
8.88% return for the first three quarters of the year. Meanwhile, the S&P GSCI
index, which measures commodities returns, was lifted by higher oil prices, rising
up 17.91% in the third quarter, to post a 33.16% return since January 1. Ultility
stocks fell 13.03% for the quarter, which has led to a negative 7.65% return for
their investors since January 1.

In the bond markets, yields are up dramatically over the last quarter. Treasuries of
3-month duration have jumped from 3.75% yields to (currently) 4.11%. 6-month
Treasuries have risen from 3.93% three months ago to 4.33% today. The same
story holds for one-year (3.92% to 4.54%), 5-year (4.23% to 5.09%) and especially
10-year government bonds (4.48% to 5.28%). Treasuries with 30-year maturities
are now generating 5.63% annual coupon rates. Five-year municipal bond rates,
meanwhile, have jumped from 2.56%, in aggregate three months ago to 3.73%
today, while 30-year munis are yielding 5.25%.

The robust gains of the second quarter are largely forgotten now as the markets
have decided to take a 3-month pause. We can never know for sure what drives
market psychology, but a measure of that psychology--the Conference Board's
monthly survey of consumer confidence--has been trending lower since the middle
of 2021, even as consumer spending has remained strong. Part of the strong
spending trend can be accounted for by the cost of necessities going up, but there's
also a worrisome trend of Americans being increasingly willing to take on credit
card debt.

Meanwhile, second quarter GDP rose a respectable 2.2%, roughly the same pace as
the first quarter, which means the economy still seems to be humming along. Of
course, a gloom and doom analyst might point out that the huge, unprecedented
spending on Al data centers and equipment has goosed up that number. And the
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recent tax cuts, combined with the enormous (and growing) federal deficit means
that the economy has been receiving a bit of a sugar fix.

Talk show pundits and Wall Street analysts will peer at this data through their
crystal balls and tell us with confidence what nobody can know: what it all means
for the future, especially the future of the markets. The third quarter pause in the
markets doesn't tell us whether the next quarter, next year or next decade will be
generous or stingy with returns. The market roller coaster didn't exactly dip, but it
did level out a bit. The next movement up or down is still hidden around the
corner.
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Sources:

Wilshire index data: https://www.wilshireindexes.com/products/ft-wilshire-index-series-index-
returns-calculator

Russell index data: http://www.ftse.com/products/indices/russell-us

S&P index data: https://www.spglobal.com/spdji/en/indices/equity/sp-500/#overview
https://www.marketwatch.com/investing/index/spx
Nasdaq index data:

http://quotes.morningstar.com/indexquote/quote.html?t=COMP

http://www.nasdag.com/markets/indices/nasdag-total-returns.aspx

International indices: https://www.msci.com/end-of-day-data-search

Commodities index data:
https://www.spglobal.com/spdji/en/index-family/commodities/broad/#overview
Utilities index:
https://www.spglobal.com/spdji/en/indices/equity/sp-500-utilities-sector/#overview

International indices:

https://www.msci.com/real-time-index-data-search

https://www.msci.com/end-of-day-data-search

Treasury market rates: http://www.bloomberg.com/markets/rates-bonds/government-bonds/us/

Bond rates:

http://www.bloomberg.com/markets/rates-bonds/corporate-bonds/

General:

https://www.marketplace.org/story/2026/09/29/consumer-confidence-falls-to-its-lowest-level-in-
12-years

https://www.marketplace.org/story/2026/09/29/gdp-growth-might-not-last-according-to-
economists

https://seekingalpha.com/article/4951086-pce-inflation-dont-be-misled-by-todays-numbers
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If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased
advice to our clients.

Jeffrey Broadhurst
MBA, CFA, CFP
Broadhurst Financial Advisors, Inc.
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**PRIVACY NOTICE**

This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.

Our physical and mail address:
1911 West Point Pike
P.O. Box 301
West Point, PA 19486-0301

Contact us:
Phone: (215) 325-1595
Email: jeff@broadhurstfinancial.com
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