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The second quarter of 2026 delivered a sharp reversal from the year's difficult start. The S&P 500 gained 15.2%, while 
U.S. small-cap stocks rose 19.7%. Technology led the recovery, supported by strong semiconductor earnings and 
renewed confidence in AI investment. The rally left the S&P 500 up 10.2% for the first half, underscoring how quickly 
market leadership and investor sentiment can change.  
 
What Drove Markets in Q2 
  
AI-Led Technology Rebound  
Strong semiconductor earnings and continued investment in data centers renewed confidence in the AI theme. 
Technology gained 31.8%, driving much of the broader market recovery.  
 
Easing Energy Pressures  
Oil prices retreated as tensions in the Middle East eased and supply concerns moderated. That shift supported investor 
sentiment but pushed Energy to the bottom of the sector rankings. 
  
Resilient Economy, Cautious Fed  
Economic activity continued at a solid pace, supported by productivity growth and capital investment. The Federal 
Reserve held rates steady as inflation remained above its 2% goal.  
  
Performance Highlights  
Top-performing sector: Information Technology (+31.8%)  
 
Strong contributors: Industrials (+14.9%), Consumer Discretionary (+9.3%), Financials (+9.0%) 
  
Lagging sectors: Energy (-13.5%) and Utilities (-0.5%)  
 
Broad market gains: S&P 500 (+15.2%); S&P SmallCap 600 (+19.7%)  
 
Key Takeaways for Investors  
 
Market leadership can change quickly: The strongest and weakest sectors from Q1 largely reversed course in Q2.  
 
Broader participation is encouraging: Smaller companies and most S&P 500 sectors participated in the rebound.  
 
Earnings remain supportive: Strong profits and capital spending support the outlook, though high expectations leave 
less room for disappointment.  
 
Diversification remains critical: Different sectors, regions, and asset classes continue to respond differently to 
changing conditions.  
 
Looking Ahead  
 
After a powerful rebound, the second-half outlook remains constructive but balanced. Corporate earnings and AI-related 
investment are supportive, while inflation, Federal Reserve policy, and geopolitical developments may continue to drive 
volatility. Investors are best served by staying diversified, disciplined, and focused on long-term objectives. 
 
Sources: 
1. S&P DJI: Index Dashboard, 06.30.26 
2. J.P Morgan: Q2 Market Review, 07.01.26 
3. Valmark: Federal Reserve: June FOMC Statement, 06.17.26 
 
Past performance is not a guarantee of future results. It is also important to note that one cannot invest directly into an index. Diversification cannot assure a profit or 
guarantee against a loss of value. The material contained in the commentary is for informational purpose only and is not intended to provide specific advice or 
recommendations for any individual nor does it take into account the particular investment objectives, financial situation or needs of individual investors. The information 
provided has been derived from sources believe to be reliable but is not guaranteed as to accuracy and does not purport to be a complete analysis of the material 
discussed, nor does it constitute an offer or a solicitation of an offer to buy any securities, products or services mentioned. Indices are not managed and do not incur fees or 
expenses. It is not possible to invest directly in an index. All examples are hypothetical and are for illustrative purposes only. This material is for informational purposes only 
and is not tax, legal, or investment advice. Valmark Securities, Inc. and its representatives do not provide tax or legal advice; consult your own advisor. 
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