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The bond market came into sharp focus in September as yields marched higher around the world, with
investors reacting to renewed pressure in energy prices and a shift toward tighter monetary policy. The
Federal Open Market Committee raised its policy rate by 25 basis points to a range of 3.75%-4.00% —the
central bank’s first hike since 2023 —noting the move “removed a dose of accommodation.” In response,
yields increased across the curve with the 10-year Treasury yield climbing 53 basis points for the month,
while the 10-year German Bund and 10-year Japanese government bond yields also pushed higher,
rising 25 and 13 basis points, respectively.

The higher-rate backdrop proved to be a headwind across fixed-income returns, driving a 2.6% decline
in the Bloomberg U.S. Aggregate Bond Index, while long-duration indexes underperformed with the
Bloomberg Long Treasury Index losing 5.0%. In credit, lower-quality securities also came under pressure,
with option-adjusted spreads on the Bloomberg U.S. High Yield Index widening 50 basis points in
September and returns falling 2.5% during the same period.

Despite the challenging rate environment, equities took the higher yields in their stride. The S&P 500
Index fell a modest 0.3% with growth stocks remaining resilient as the Russell 1000 Growth Index added
2.2%; its value counterpart lost 3.1%. Other rate-sensitive areas also underperformed, with the Russell
2000 Index down 5.3% and the NAREIT Composite Index in the red with losses of 6.0% in September.
Outside the U.S., equities were pressured by the tighter policy backdrop and a stronger U.S. dollar, with
the MSCI EAFE Index falling 3.1%, and the MSCI Emerging Markets Index declining 0.6%.
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Commodities remained a bright spot as tensions between the U.S. and Iran persisted alongside concerns
around supply disruptions; spot WTI crude oil gained 3.8%, while the broader Bloomberg Commodity
Index added 0.6%.

We encourage investors to utilize the portfolio risk budget. We continue to recommend an overweight to
U.S. stocks within public equity allocations, given the resilient macroeconomic backdrop and earnings
strength across the U.S. market. With recent pressure in rates, we advocate investors hold high-quality,
liquid assets, and suggest maintaining safe-haven fixed-income securities at strategic target levels to
support portfolio liquidity.

As of 9/30/2026, Source: S&P, Russell, MSCI, JPM, Bloomberg, Factset
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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.

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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