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Investors shied away from U.S. mega-cap technology stocks in February as the S&P 500 fell 0.9%; 
meanwhile U.S. value, small-cap equities and international stocks posted gains, refl ecting a preference 
for breadth over concentration. In addition, investors are looking beyond the infrastructure buildout of 
AI to assess its disruptive eff ects on other established sectors in the technology space. While many of 
the top 10 names of the S&P 500 delivered strong earnings in February, the market reaction was muted 
as the broader index outperformed relative to the top 10 names.

On the economic front, data released in February painted a constructive but complicated picture. January 
CPI decelerated to 2.5% year-over-year while January core PPI accelerated to 0.8% month-over-month, 
signaling that producer infl ation pressures are edging up above consensus. Fourth quarter real GDP 
came in at 1.4% as the government shutdown and exports detracted from robust consumer spending 
and business investment. 

In fi xed-income markets, the Bloomberg U.S. Aggregate Bond Index was in the black, benefi ting from a 
rally in rates. Yields on 10-year Treasuries reached 4.04%—their lowest level in months—amid demand for 
safe-haven securities. Credit spreads widened in February and leverage loans lagged due to weakening 
sentiment.

Meanwhile, two events injected signifi cant uncertainty into the macro-economic outlook. First, 
the Supreme Court ruled 6–3 that tariff s imposed under IEEPA were unconstitutional; the ruling has 



immediate implications for trade policy as revenues collected from the tariffs are now potentially subject 
to refunds. The administration responded by swiftly reimposing a 10% baseline tariff under Section 122 
of the Trade Act of 1974.

Geopolitical tensions intensified on February 28 with coordinated U.S. and Israel airstrikes on Iran. The 
price of oil moved sharply higher as capital markets around the world responded. We believe Iran has 
a limited impact on the global economy and investor portfolios with oil exports estimated at less than 
2 million barrels per day, and the bulk of its exports delivered unofficially to China. There appears to be 
sufficient spare capacity of oil that can be sourced globally from the Middle East and other parts of the 
world. While oil and natural gas prices may reflect an elevated geopolitical risk, we believe the bigger 
uncertainty for capital markets is the severity of Iran’s response. Markets may respond with greater 
volatility in the event of a significant attack on Middle Eastern oil facilities or a blockade of the Strait of 
Hormuz. We encourage investors to be open to rebalancing opportunities in the event of a temporary 
drawdown across global equities.

We also recommend investors remain disciplined and stick to long-term strategic asset allocation targets. 
We advocate maintaining exposure to equities and seeking opportunities to rebalance across market 
segments should stocks materially under- or out-perform. Within equity portfolios, we suggest balancing 
exposure of the earnings power from the largest S&P 500 names with value and quality companies 
across the globe. However, we advise being mindful of portfolio equity positions and monitoring 
outsized tracking error levels associated with the top 10 index names of ACWI IMI. Furthermore, we 
prefer investors hold high-quality, liquid assets, are underweight non-investment grade public debt, and 
maintain appropriate safe-haven fixed-income exposure for liquidity and downside protection.

Data as of 2/28/26, Sources: Factset;

U.S. Energy Information Administration (EIA), “World Oil Transit Chokepoints” (Accessed 2/28/2026) Retrieved from https://www.
eia.gov/international/analysis/special-topics/World_Oil_Transit_Chokepoints

IMPORTANT DISCLOSURES
Past performance is no guarantee of future results. 

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit or protect 
against losses.

The information herein has been prepared by NEPC, an affiliate of Hightower Advisors, and should not be considered a recom-
mendation to purchase or sell any investment or pursue any specific investment strategy. The information should not be relied 
upon to make any investment decision and does not take into account the investment objectives, financial situation and particular 
needs of the recipient. Recipients of the information presented herein should neither treat nor rely on such information as advice 
relating to legal, taxation or investment matters and are advised to consult their own professional advisors. The opinions present-
ed herein represent the good faith views of NEPC as of the date of receipt and are subject to change at any time. There can be no 
assurance regarding the accuracy of such views, including with respect to any forward-looking information or other commentary 
that is subject to uncertainty, future contingencies or other market factors. NEPC has prepared the information as general market 
commentary, market update and/or other general topics relating to portfolio construction and risk allocation. The information is 
not, and does not purport to be, a complete discussion of all relevant considerations, risks and other applicable factors.
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The performance information of any indices or strategies represented herein is based on third-party sources, and such perfor-
mance information does not necessarily represent the performance or experience of any NEPC client.

The information in this report has been obtained from sources NEPC believes to be reliable. While NEPC has exercised reasonable 
professional care in preparing this report, we cannot guarantee the accuracy of all source information contained within. Neither 
NEPC nor any of its affiliates has any obligation to update the information contained herein. 

NEPC has prepared the information as general market commentary, market update and/or other general topics relating to portfolio 
construction and risk allocation. The information is not, and does not purport to be, a complete discussion of all relevant consid-
erations, risks and other applicable factors. The performance information of any indices or strategies represented herein is based 
on third-party sources, and such performance information does not necessarily represent the performance or experience of any 
NEPC client.

This presentation identifies potential benefits relating to NEPC’s services to its clients and/or its commentary regarding current 
market events and portfolio construction considerations. Any NEPC investment strategy also is subject to certain risks and lim-
itations. Although NEPC believes it and its personnel may have certain competitive advantages regarding portfolio construction 
and management. There can be no guarantee that NEPC will be able to maintain such advantages over time, outperform third 
parties or the financial markets generally, implement its investment strategy or achieve its investment objectives for a client or 
avoid losses. 
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