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Market Commentary 
Q1 2026 

Market Total Returns as of 3/31/26 
Month 

% 
YTD 

% 
1 Year 

% 
3 Year 

% 
5 Year 

% 
10 Year 

% 
S&P 500 TR USD -5.0 -4.3 17.8 18.3 12.1 14.2 
DJ Industrial Average TR USD -5.2 -3.2 12.2 13.8 9.1 12.5 
NASDAQ Composite TR USD -4.7 -7.0 25.6 21.8 11.1 17.1 
Russell 2000 TR USD -5.0 0.9 25.7 13.1 3.8 9.9 
MSCI EAFE NR USD -10.3 -1.2 21.3 13.6 7.9 8.4 
MSCI EM NR USD -13.1 -0.2 29.6 14.8 3.7 7.8 
Bloomberg US Agg Bond TR USD -1.8 -0.1 4.4 3.6 0.3 1.7 

Source: Morningstar Direct 

U.S. Equities – Energy Takes Center Stage

U.S. equities declined in March as escalating geopolitical tensions in the Middle East, rising energy prices, 
and shifting interest rate expectations weighed on investor sentiment. The S&P 500 fell 5.0% during the 
month, while the Nasdaq Composite declined 4.7% and the Dow Jones Industrial Average lost 5.2%. For 
the first quarter, the S&P 500 declined 4.3%, the Nasdaq Composite fell 7.0%, and the Dow Jones Industrial 
Average lost 3.2%, reflecting a weaker finish to an otherwise more mixed start to the year. The quarter-
end selloff came as markets increasingly focused on the potential for higher energy costs to feed into 

• Markets declined in March as escalating geopolitical tensions in the Middle
East drove a sharp rise in energy prices, with oil up over 50% during the
month and broader energy markets significantly higher.

• Expectations for interest rate cuts have moderated, with Treasury yields
moving higher during the quarter as inflation risks re-emerged alongside
resilient economic data.

• While near-term volatility has increased, historical data shows markets
have often recovered following geopolitical events, with equity returns
typically positive one and three years after major shocks.

https://www.blackrock.com/us/financial-professionals/literature/investor-education/student-of-the-market.pdf
https://www.blackrock.com/us/financial-professionals/literature/investor-education/student-of-the-market.pdf
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inflation, tighten financial conditions, and delay the path toward interest rate cuts, even as underlying 
economic data remained relatively resilient. 

 

Source: Morningstar Direct 

Sector performance in the first quarter reflected a market increasingly driven by macro forces, with energy 
and other inflation-sensitive areas outperforming as commodity prices surged and investors rotated away 
from more growth-oriented leadership. Energy was the clear standout, gaining 10.3% in March and 37.9% 
in the first quarter, while Materials also posted a strong quarterly gain of 10.7%. More defensive segments 
of the market also held up relatively well, with Utilities up 8.3% and Consumer Staples up 6.1% for the 
quarter, even as both sectors declined modestly in March. By contrast, several of the market’s largest 
growth-linked sectors lagged, with Technology down 4.1% in March and 7.5% in Q1, Communication 
Services down 5.8% in March and 5.5% in Q1, and Consumer Discretionary down 6.6% in March and 8.5% 
in Q1. Financials also weakened, falling 3.5% in March and 9.3% in the quarter, while Health Care declined 
8.1% in March and 4.9% in Q1.  

The divergence was reinforced by sharp gains in energy-linked commodi\es, with Bloomberg Sub WTI 
Crude Oil up 52.0% in March and 79.8% in Q1, Bloomberg Sub Brent Crude up 43.8% in March and 75.8% 
in the quarter, and the broader Bloomberg Sub Energy Index up 40.7% in March and 60.0% in Q1. At the 
same \me, the rally in precious metals lost momentum, with Bloomberg Sub Gold down 11.2% in March 
despite remaining up 7.1% for the quarter, and Bloomberg Sub Silver falling 19.4% in March while staying 
modestly posi\ve for Q1 at 6.3%. 

 

 

 

https://www.pimco.com/us/en/documents/1fa15503e7290e84438e3ed5aa83980b9d90b88313711628e7a9e02df5ef7220f9fd33b4f85f72233ba69e903dede28e?app=dot
https://www.pimco.com/us/en/documents/1fa15503e7290e84438e3ed5aa83980b9d90b88313711628e7a9e02df5ef7220f9fd33b4f85f72233ba69e903dede28e?app=dot
https://www.blackrock.com/us/individual/insights/cyclicals-vs-defensive
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Despite the rough start to the year, forward expectations for U.S. equities remained relatively 
constructive. FactSet reported that the bottom-up target price for the S&P 500 stood at 8,349.36 on 
March 26, which was 28.9% above the index's closing level of 6,477.16. Notably, since February 25, the 
S&P 500 had declined 6.8% even as the bottom-up target price increased 0.9%, indicating that analyst 
expectations generally held up better than market prices during the quarter’s late selloff. 

 

 

https://insight.factset.com/industry-analysts-project-29-increase-in-sp-500-price-over-the-next-12-months?utm_source=Direct&utm_medium=Email&utm_campaign=FO-03-27-2026&utm_content=httpsinsightfactsetcomindustryanalystsproject29increaseinsp500priceoverthenext12months
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Beneath the headline decline in U.S. equities, the first quarter showed a clear rotation in leadership across 
size and style. Growth indices remained under the most pressure, with the Russell 1000 Growth falling 
5.2% in March and 9.8% for the quarter, while the broader Russell 1000 declined 5.0% in March and 4.2% 
in Q1. By contrast, value-oriented segments held up much better, with the Russell 1000 Value down 4.8% 
in March but still up 2.1% for the quarter, while Mid Cap Value gained 3.7% and Russell 2000 Value rose 
5.0% in Q1. Small caps were also more resilient than many investors may have expected, with the Russell 
2000 down 5.0% in March but up 0.9% for the quarter. This shift is consistent with the broader rotation 
many managers have been highlighting in early 2026, as investors moved away from the most crowded 
growth trades and began to reassess opportunities across value, dividend-oriented, and more cyclical 
parts of the market. Recent asset manager commentary has also pointed to early signs of improving 
breadth, with earnings growth beginning to extend beyond the narrow group of mega-cap leaders that 
drove returns from 2023 through 2025, even as the earnings bar for large-cap growth remains elevated. 

 

Fixed Income – Expectations Have Been Repriced  

The Federal Reserve remained at the center of fixed income markets during the quarter, as expectations 
for policy easing shifted meaningfully. At the start of the year, markets were pricing in multiple rate cuts 
for 2026, supported by moderating inflation and a gradual cooling in growth. However, those expectations 
have been quickly repriced, with stronger-than-expected economic data and persistent inflation pressures 
leading investors to push out the timing and magnitude of easing. Developments in the Middle East have 
added to this shift, as markets reassessed the impact of geopolitical risk on inflation and growth, with 
expectations for rate cuts moving from several this year to little or no easing. This repricing has been 
reinforced by a broader backdrop of policy uncertainty, fiscal expansion, tariff-related price pressures, 
and rising energy costs, with higher oil prices introducing an additional layer of inflation risk and further 
complicating the disinflation path. As a result, rate volatility has remained elevated, particularly at the 
intermediate and long end of the curve, as markets adjust to a higher-for-longer policy stance relative to 
earlier expectations.  

https://www.blackrock.com/us/individual/literature/market-commentary/equity-market-outlook.pdf
https://www.blackrock.com/us/individual/literature/market-commentary/equity-market-outlook.pdf
https://franklintempletonprod.widen.net/content/70pvfz1ooo/pdf/allocation-views-rotation-momentum-geopolitical-risk.pdf
https://am.gs.com/en-us/institutions/insights/article/investment-outlook?sc_cid=global%7Ewbst%7Egscom%7Eprspctvs-otlk%7Etl%7E2026_otlk_hb%7Ena%7Ena&ls=web&utm_source=gscom&utm_campaign=perspectives-outlook
https://am.gs.com/en-us/institutions/insights/article/investment-outlook?sc_cid=global%7Ewbst%7Egscom%7Eprspctvs-otlk%7Etl%7E2026_otlk_hb%7Ena%7Ena&ls=web&utm_source=gscom&utm_campaign=perspectives-outlook
https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/market-updates/on-the-minds-of-investors/has-conflict-in-the-middle-east-changed-the-feds-policy-outlook/
https://www.imf.org/en/publications/weo/issues/2025/10/14/world-economic-outlook-october-2025
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Fixed income markets were mixed in the first quarter as investors weighed a more uncertain 
infla\on backdrop against s\ll-resilient economic data and heightened geopoli\cal risk. The Bloomberg 
U.S. Aggregate Bond Index declined 1.8% in March and finished the quarter roughly flat, while 
performance beneath the surface remained uneven. Shorter-dura\on areas of the market held up best, 
with Bloomberg U.S. Treasury Bills and Bloomberg U.S. Treasury Floa\ng Rate both returning 0.3% in 
March and ending the quarter up 0.9% and 1.0%, respec\vely. By contrast, longer-dura\on and rate-
sensi\ve sectors came under greater pressure as yields moved higher during the quarter, with Bloomberg 
Treasury 7–20 Year down 3.0% in March and 0.4% for the quarter, while municipal bonds fell 2.3% in March 
and 0.2% for the quarter. Credit markets also reflected a more cau\ous tone, with modest spread widening 
in both investment-grade corporate bonds and high-yield, par\cularly late in the quarter, though 
fundamentals remained broadly suppor\ve. Higher-quality securi\zed sectors were somewhat more 
resilient, with mortgage-backed securi\es, ABS, and agency debt all finishing the quarter modestly posi\ve 
despite March weakness. 

International Markets – Equities Maintain Leadership  

International equities also came under pressure in March as the conflict in the Middle East, higher energy 
prices, and renewed inflation concerns weighed more heavily on several non-U.S. markets. The MSCI 
ACWI ex USA Index declined 10.8% in March but finished the quarter down just 0.7%, while the MSCI EAFE 
Index fell 10.3% in March and 1.2% in the first quarter. Emerging markets were hit harder in March, with 
the MSCI EM Index down 13.1%, though it ended Q1 down only 0.2%. The sharp monthly reversal masked 
meaningful divergence beneath the surface, as energy exporters and commodity-linked markets generally 
held up better than energy importers and regions more exposed to supply chain disruptions. 
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In Europe, higher energy costs and a more uncertain inflation backdrop complicated what had previously 
been a more constructive outlook for the region. MSCI Europe declined 9.9% in March and 2.8% in the 
first quarter, while Germany fell 12.4% in March and 8.5% in Q1, France declined 11.0% in March and 
6.0% in the quarter, and Italy lost 8.9% in March and 3.8% in Q1. Spain and the U.K. held up somewhat 
better, though both were still negative in March, with the S&P United Kingdom BMI down 8.2% for the 
month but still up 0.9% in Q1. The region’s vulnerability reflected its dependence on imported energy, 
leaving the European Central Bank facing a more difficult trade-off between weaker growth and rising 
inflation. Franklin Templeton noted that many European economies remain highly exposed to energy 
imports and that the ECB may be forced to react more quickly if higher energy prices begin feeding 
through to core inflation. At the same time, Standard Chartered similarly argued that a prolonged period 
of elevated oil prices could push inflation higher even as growth weakens. That tension was also evident 
in fixed-income markets. 

The tension was also evident in fixed-income markets, where investors were forced to weigh rising 
inflation risks against a weaker growth outlook. In more adverse scenarios, inflation could move back 
above 4% in the second half of 2026 even as real GDP growth slows materially, leaving the European 
Central Bank with a much narrower policy path. At the same time, sovereign debt in Europe faces a less 
supportive backdrop, as higher issuance, fiscal spending, and policy uncertainty have left government 
bonds more exposed to rate volatility, particularly at longer maturities. As euro area markets continue to 
mature, high-quality corporate bonds are increasingly being viewed as a complement to sovereign 
duration, especially in an environment where pure government bond exposure carries greater supply and 
policy risk. 

In emerging markets, performance also diverged meaningfully beneath the surface, with China and Latin 
America following very different paths during the quarter. China remained under pressure, with the MSCI 
China Index declining 7.7% in March and 8.9% in the first quarter, reflecting continued concerns around 
growth, property-related weakness, and a still uneven macro backdrop. At the same time, several Latin 
American markets held up much better. Brazil returned 17.1% in the first quarter, while Colombia gained 
15.3% and Mexico rose 8.4%, supported in part by stronger commodity exposure and a more favorable 
backdrop for energy and materials exporters. More broadly, the quarter reinforced how differentiated 
emerging markets have become, with energy importers generally facing greater pressure from higher oil 
prices. At the same time, commodity-producing countries were better positioned to benefit from the shift 
in the macro environment. 

 

 

 

 

 

 

 

 

https://franklintempletonprod.widen.net/content/u6j8oi7rv5/pdf/central-bank-watch-on-edge-hold-hike-or-hedge.pdf
https://av.sc.com/market-outlook/publications/weekly-market-view-2-4-2026.pdf
https://franklintempletonprod.widen.net/content/u6j8oi7rv5/pdf/central-bank-watch-on-edge-hold-hike-or-hedge.pdf
https://insights.assetmanagement.hsbc.com/ls/0052a4ec-8a1e-4896-b941-7d6687980f80/-wg1w9gfar9JXZzH#/content/86f71d4e-e7b5-4c17-98e9-fb91e378b78f
https://insights.assetmanagement.hsbc.com/ls/0052a4ec-8a1e-4896-b941-7d6687980f80/-wg1w9gfar9JXZzH#/content/86f71d4e-e7b5-4c17-98e9-fb91e378b78f
https://www.blackrock.com/us/individual/literature/market-commentary/weekly-investment-commentary-en-us-20260406-spotting-pockets-of-em-resilience.pdf
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Navigating During Heightened Uncertainty  

  

The first quarter of 2026 highlighted how quickly market narra\ves can shii in an environment shaped by 
geopoli\cal uncertainty, evolving infla\on dynamics, and changing policy expecta\ons. The escala\on of 
conflict in the Middle East, alongside a sharp rise in energy prices, contributed to increased vola\lity across 
both equity and fixed income markets. At the same \me, expecta\ons for interest rate cuts were 
meaningfully repriced. Despite these near-term headwinds, underlying economic data have remained 
rela\vely resilient, and forward-looking expecta\ons for earnings and growth con\nue to provide a 
construc\ve backdrop. 

Historically, periods of heightened uncertainty have oien led to short-term market disloca\ons. However, 
equity market returns following past geopoli\cal events have tended to be mixed in the immediate 
aiermath but oien recover over longer \me horizons. While drawdowns can occur in the months 
surrounding these events, returns have historically improved over the subsequent year and have been 
consistently posi\ve on a mul\-year basis. This pajern reinforces the importance of maintaining a 
disciplined, long-term perspec\ve, par\cularly as leadership broadens across sectors, regions, and asset 
classes. 

Against this backdrop, diversifica\on con\nues to play a cri\cal role. The quarter demonstrated 
meaningful dispersion across asset classes and within markets, from the divergence between growth and 
value equi\es to the varying performance across regions and fixed income sectors. While vola\lity may 
persist in the near term, a diversified approach can help navigate shiiing market condi\ons and help 
posi\on porkolios to par\cipate in poten\al recovery as uncertainty evolves. 
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FOOTNOTES:  
Past performance is no guarantee of future returns. 

The graphs and charts in this commentary are for illustrative purposes only and not indicative of any actual investment. Index returns do not 
reflect any fees, expenses, or sales charges. Stocks are not guaranteed and have been more volatile than other asset classes. Historical returns 
were the result of certain market factors and events which may not be repeated in the future. Financial professionals are responsible for 
evaluating investment risks independently and for exercising independent judgement in determining whether investments are appropriate for 
clients. 

The information here is not intended to constitute an investment recommendation or advice.  

Sources: 

1. Data from Morningstar. Returns over one year are annualized.   

Returns are based on the S&P 500 Total Return Index, an unmanaged, capitalization-weighted index that measures the performance of 500 
large capitalization domestic stocks representing all major industries. Indices do not include fees or operating expenses and are not available 
for actual investment. The hypothetical performance calculations are shown for illustrative purposes only and are not meant to be 
representative of actual results while investing over the time periods shown. The hypothetical performance calculations for the respective 
strategies are shown gross of fees. If fees were included returns would be lower. Hypothetical performance returns reflect the reinvestment of 
all dividends. The hypothetical performance results have certain inherent limitations. Unlike an actual performance record, they do not reflect 
actual trading, liquidity constraints, fees and other costs. Also, since the trades have not actually been executed, the results may have under- or 
overcompensated for the impact of certain market factors such as lack of liquidity. Simulated trading programs in general are also subject to 
the fact that they are designed with the benefit of hindsight. Returns will fluctuate and an investment upon redemption may be worth more or 
less than its original value. Past performance is not indicative of future returns. An individual cannot invest directly in an index. 

This material has been prepared for information and educational purposes and should not be construed as a solicitation for the purchase or sell 
of any investment. The content is developed from sources believed to be reliable. This information is not intended to be investment, legal or 
tax advice. Investing involves risk, including the loss of principal. No investment strategy can guarantee a profit or protect against. 

Investment advisory services offered by duly registered individuals on behalf of CreativeOne Wealth, LLC a Registered Investment Adviser. 

6330 Sprint Parkway, Suite 400, Overland Park, KS 66211 
 


