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Mind on the Market

Chart of the Week
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Source: FactSet. S&P 500 total returns monthly data as of July 31, 2025.

The S&P 500 returned a strong 14.21% over the three months ending July 31, 2025, driven by robust
tech earnings, progress in trade talks, and a resilient recovery from earlier policy driven volatility.
Notably, this performance ranks in the 96th percentile of all 3-month rolling returns since August 1988,
marking a historically exceptional run.
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Weekly Highlights

S&P 500 Past 3 Months S&P 500 NTM PE % of S&P 500 Companies

Total Return Beating Q2 Expectations
o) o

14.21% 22.19x 81.35%

Data as of July 31, 2025 Data as of July 31, 2025 Data as of August 5, 2025

Rethinking Market Valuations: Structural Shifts Behind Elevated
Multiples

Many equity market observers have raised concerns about market overvaluation, pointing to elevated
price to earnings (PE) multiples relative to historical norms. Over the past 30 years, the average 12-
month forward PE multiple of the S&P 500 has been 16.71, while the current figure stands at 22.19,
representing a 32.8% premium. This deviation has led some to caution that valuations may be stretched.
However, this perspective may overlook structural changes in market composition and the evolving
growth dynamics of today’s largest companies.

Earnings growth among the largest market cap companies in S&P 500 index has strengthened over the
years. Many of today’s index heavyweights, particularly innovative tech firms, are demonstrating robust
long term growth prospects. This improvement in fundamentals supports the higher valuation multiples
these companies command, which in turn contributes to elevated valuations at the index level. Ten years
ago, the top 50 market cap stocks had an average projected long-term earnings growth rate of 11.7%,
compared to 10.0% for the rest of the index. Today, that gap has widened. The top 50 boast 12.7%,
while the rest have declined to 9.3%. This divergence reflects the superior market positioning and
innovation capacity of today’s largest firms, unlike past leaders such as banks, energy companies, and
conglomerates, which typically had lower growth trajectories. The data also reinforces the trend of rising
market cap concentration, showing that mega cap dominance is not just driven by valuations or investor
sentiment but also by stronger fundamentals.
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Long-Term Earnings Growth Rates and NTM PE of S&P 500 Companies
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Source: FactSet. Data as of July 31, 2015 and July 31, 2015. EPS Long Term Growth Rate refers to the annual earnings
per share growth a company is expected to sustain over the next 3 to 5 years. The equal weighted average long term
earnings growth rates were calculated separately for the top 50 S&P 500 companies by market capitalization and the
remaining constituents, based on FactSet estimates. Companies without available long term growth projections were
excluded from the analysis.

Over the past decade, a small group of companies have increasingly powered index level earnings
metrics. To illustrate this trend, we calculated the weighted average long term earnings growth rate’
separately for the top 50 heavyweights and the remaining constituents of the S&P 500 index. Our
analysis reveals that the top 50 stocks now have a weighted average long term earnings growth rate of
8.6%, compared to 3.8% for the rest, up from 5.7% and 5.4%, respectively, a decade ago. As a result,
these top companies now contribute 69.2% of the index’s total long term earnings growth, up from
51.1%, highlighting the growing concentration of earnings power among the largest firms.

Given the outsized influence of mega cap stocks on overall market valuations, any regulatory shifts or
competitive disruptions to their long term earnings trajectory could have far reaching implications for the
broader equity landscape. Rather than signaling speculative excess, elevated valuation multiples may
instead reflect a structural transformation, one where market leadership is increasingly concentrated
among a select group of high growth, innovation driven firms. Understanding this dynamic is essential for
interpreting valuation metrics in today’s evolving market environment.

Source: FactSet, State Street Investment Management. Past performance is not a reliable indicator of future performance.

" Companies without earnings data were excluded, and weights were normalized accordingly.
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About State Street Investment Management

At State Street Investment Management, we have been helping to deliver better outcomes to institutions,
financial intermediaries, and investors for nearly half a century. Starting with our early innovations in
indexing and ETFs, our rigorous approach continues to be driven by market-tested expertise and a
relentless commitment to those we serve. With over $4 trillion in assets managed*, clients in over 60
countries, and a global network of strategic partners, we use our scale to create a comprehensive and
cost-effective suite of investment solutions that help investors get wherever they want to go.

*This figure is presented as of March 31, 2025 and includes ETF AUM of $1,553.58 billion USD of which
approximately $106.42 billion USD in gold assets with respect to SPDR products for which State Street
Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. SSGA FD and
State Street Global Advisors are affiliated. Please note all AUM is unaudited.

Important Risk Information

ssga.com
Marketing Communication

Important Risk Discussion

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to
statestreet.com/investment-management for more information.

The information provided does not constitute investment advice and it should not be relied on as such. It should not be considered
a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment objectives,
strategies, tax status or investment horizon. You should consult your tax and financial advisor.

The information contained in this communication is not a research recommendation or ‘investment research’ and is
classified as a ‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this
marketing communication (a) has not been prepared in accordance with legal requirements designed to promote the
independence of investment research (b) is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

This communication is directed at professional clients (this includes eligible counterparties as defined by the “appropriate EU
regulator”) who are deemed both knowledgeable and experienced in matters relating to investments. The products and services to
which this communication relates are only available to such persons and persons of any other description (including retail clients)
should not rely on this communication.

The views expressed in this material are the views of Dane Smith and Saketh Reddy Moyilla Sai Shiva through the period ended
August 7, 2025 and are subject to change based on market and other conditions. This document contains certain statements that
may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance
and actual results or developments may differ materially from those projected. Investing involves risk including the risk of loss of
principal.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties
without State Street Investment Managements express written consent.

All information is from State Street Investment Managements unless otherwise noted and has been obtained from sources believed
to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based on such information and it should not be relied on as such.

Equity securities may fluctuate in value and can decline significantly in response to the activities of individual companies and
general market and economic conditions.
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Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates raise, bond
prices usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually pronounced for
longer-term securities. Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.

Currency Risk is a form of risk that arises from the change in price of one currency against another. Whenever investors or
companies have assets or business operations across national borders, they face currency risk if their positions are not hedged.

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate
bonds generally have more moderate short-term price

fluctuations than stocks, but provide lower potential long-term returns. U.S. Treasury Bills maintain a stable value if held to maturity,
but returns are generally only slightly above the inflation rate.
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