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Investors were given a welcome reprieve in the third quarter with a relaƟvely drama free rally across most asset classes. While 
the bears had plenty of fodder to garner negaƟve headlines, markets relentlessly climbed a “wall of worry” throughout the 
quarter with the S&P 500 notching an impressive 23 new all-Ɵme closing highs. The breadth of the rally was also worth 
celebraƟng as the Dow, Nasdaq Composite, small caps, and many internaƟonal indices also hit new highs. All in, this has been 
one of the strongest rallies off a boƩom (April 8) in history.  
 

S&P 500 Index (Year-to-Date September 2025) 

 
Source: Bloomberg 

 
One of the more interesƟng observaƟons from the quarter was the contrast in leadership when looking at the size/style boxes. 
While large cap growth conƟnued to be the key driver of overall stock market returns, they were not the only segment. In fact, 
the opposite end of the spectrum – small cap value – was the top performer in the quarter. While everyone knows about the 
Mag 7 and the incredible growth coming from the AI boom, various leading economic indicators are suggesƟng that the US 
economy may begin to re-accelerate in the coming quarters. At the same Ɵme, relaƟvely stable inflaƟon metrics and a 
weakening labor market spurred the Fed into acƟon with its first rate cut since December of last year. An improving economy 
coupled with rates cuts is oŌen thought to be nirvana for small cap stocks and especially small cap value stocks so their 
leadership posiƟon in the quarter should be no surprise. While that leadership posiƟon can wane quickly, it is oŌen a sign of 
posiƟve things to come for stocks broadly.  
 



2 | Page 

COMMENTARY | Q3 2025 

 

aiqam.com 

 
 

 
 
Third Quarter and Year-to-Date 2025 Returns for Magnificent Seven and Major Indices 

 
 

 
Source: Bloomberg 
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ExpectaƟons for rate cuts also drove bond yields lower across the Treasury curve, leading to solid returns across fixed income 
assets as well.  
 

U.S. Treasury Yield Curve 

 
Source: Bloomberg 

 
Returns were even stronger on the corporate bond side as investor appeƟte for risk led to historically low credit spreads 
(basically the difference in yield between a specific security and the Treasury yield for the same maturity). While spreads, 
which are a measure of the perceived credit risk of the underlying security, spiked at the end of the first quarter and 
accelerated their move higher with the LiberaƟon Day announcements, they quickly seƩled down once investors determined 
that the tariff announcements were primarily a negoƟaƟng tacƟc and returned to historically low levels by the end of the third 
quarter. 
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Credit Spread for the Bloomberg High Yield Index 

 
 

 
Source: Bloomberg 
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Strategy Performance 

We provide detailed third quarter performance commentary by strategy below, but we believe the volaƟlity over the last few 
quarters provides a good reminder of why we invest the way we do. Risk-management, capital protecƟon, and long-term 
compounding of returns are the key elements of our investment philosophy. To that end, the vast majority of our strategies 
outperformed during both the April sell off and the second quarter as a whole. Most strategies were also able to keep up with 
or even outperform the strong third quarter rally aŌer we reposiƟoned the porƞolios in the midst of the second quarter sell-off 
to take advantage of the expected recovery (e.g., decreased put protecƟon, increased allocaƟon to both internaƟonal and US 
large cap growth equiƟes, more interest rate and credit risk on the fixed income side).  
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IMPORTANT DISCLOSURES: 

Our porƞolio characterisƟcs and holdings are subject to change at any Ɵme and are based on a representaƟve porƞolio. Holdings and porƞolio 
characterisƟcs of individual client porƞolios may differ, someƟmes significantly, from those shown. The investments presented are examples of the 
securiƟes held, bought and/or sold in our strategies during the last 12 months. These investments may not be representaƟve of the current or future 
investments of those strategies. You should not assume that investments in the securiƟes idenƟfied in this presentaƟon were or will be profitable. 
DiversificaƟon and asset allocaƟon do not ensure a profit or guarantee against loss.   We will furnish, upon your request, a list of all securiƟes purchased, 
sold or held in the strategies during the 12 months preceding the date of this presentaƟon. It should not be assumed that recommendaƟons made in the 
future will be profitable or will equal the performance of securiƟes idenƟfied in this presentaƟon. One or more of our officers or employees may have a 
posiƟon in the securiƟes presented and may purchase or sell such securiƟes from Ɵme to Ɵme. The benchmark shown for each model is a different 
weighted blend of various indexes or securiƟes. Indexes are unmanaged, staƟsƟcal composites, and their returns do not reflect payment of fees an investor 
would pay to purchase the securiƟes they represent. Such costs would lower performance. It is not possible to invest directly in an index.  

Investment advice oƯered through Advisor Resource Council, a registered investment advisor. Additional information, including management fees 
and expenses, is provided on our Form ADV Part 2, available at the SEC’s Investment Advisor Public Disclosure website. Advisory services are only 
oƯered to clients or prospective clients where ARC and its representatives are properly licensed or exempt from licensure. No advice may be 
rendered by ARC or its representatives unless a client service agreement is in place. The services of ARC will only be provided in states where the 
Firm is registered or may be exempt from registration. As with any investment strategy, there is potential for profit as well as the possibility of loss. 
We do not guarantee any minimum level of investment performance or the success of any portfolio or investment strategy. All investments involve 
risk (the amount of which may vary significantly) and investment recommendations will not always be profitable. The underlying holdings of any 
presented portfolio are not federally or FDIC-insured and are not deposits or obligations of, or guaranteed by, any financial institution. Past 
performance is not a guarantee of future results. 
 
The Standard & Poor’s 500 b. (S&P 500) is an unmanaged group of securiƟes considered to be representaƟve of the stock market in general. You cannot 
directly invest in an index. 

The Russell 1000 Index measures the performance of the large-cap segment of the US equity universe. It includes the approximately 1,000 largest US 
stocks, represenƟng approximately 93% of the value of the US equiƟes market. It is not possible to invest directly in an index. 

The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. It includes approximately 2,000 of the smallest 
securiƟes based on a combinaƟon of their market cap and current index membership. It is not possible to invest directly in an index. 

MSCI EAFE: The MSCI EAFE Index (Europe, Australasia, Far East) is designed to measure the equity market performance of developed markets outside of 
the U.S. and Canada. You cannot directly invest in this index. 

MSCI Emerging Markets Index captures large and mid-cap representaƟon across 24 Emerging Markets (EM) countries*. With 1,330 consƟtuents, the index 
covers approximately 85% of the free float-adjusted market capitalizaƟon in each country. 

Bloomberg US Aggregate Index is a broad-based benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. 
You cannot directly invest in an index. 

Bloomberg Barclays U.S. Corporate High Yield Index measures the market of USD-denominated, non-investment grade, fixed-rate, taxable corporate 
bonds. SecuriƟes are classified as high yield if the middle raƟng of Moody's, Fitch and S&P is Ba1/BB+/BB+ or below. The index excludes emerging market 
debt. It is not possible to invest directly in an index." 

FTSE (3M) Treasury Bill Index is intended to track the daily performance of 3-month US Treasury bills. The indices are designed to operate as a reference 
rate for a series of funds. 

https://adviserinfo.sec.gov/firm/summary/164109



