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Mind on the Market

Chart of the Week
What Happened After Four Straight Years of Double-Digit S&P 500
Returns?
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Source: FactSet, S&P. Data as of October 13, 2026. Maximum drawdown is the largest peak-to-trough decline in monthly index
levels during the 36 months beginning at the fourth consecutive qualifying year-end. Returns exclude dividends.

With four consecutive years of double-digit gains occurring only three times since 1928, the S&P 500’s
recent momentum is historically unusual. The record suggests such streaks have often been followed by
increased downside risk. In two of the three prior episodes, the market delivered negative returns over the
subsequent 12 months and experienced drawdowns of 12% and 27% over the following three years. The
exception was 1995-1998, when the market gained an additional 20% over the next year before ultimately
suffering a 31% drawdown. While history does not predict an imminent sell-off, it suggests investors should
remain mindful of downside risk following periods of exceptional performance.
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Weekly Highlights

Prior Instances of Four Average Return for Long Percent of Growth-Scare
Consecutive Double- US Treasuries During Episodes that Saw Gold
Digit S&P 500 Return Growth-Scare Sell-offs  Deliver a Positive Return

Years Since 1928

3 +2.66% 75%

Source: FactSet, S&P. Data as of  Source: FactSet. Data as of 9/30/26. Source: FactSet. Data as of 9/30/26.
10/13/26. Full source citation provided in Full source citation provided in
analysis below. analysis below.

Not all sell-offs are created equal

In strong bull markets, many experience FOMO. Simply put, investors can become more concerned with
missing future gains than protecting against downside risk. However, strong market environments often
provide the best opportunity to revisit portfolio resilience and assess whether existing allocations are
positioned to withstand future periods of market stress. Below, we explore portfolio protection from
several perspectives.

To assess downside protection, we examined the bottom decile of monthly S&P 500 total returns (47
observations) and evaluated which asset classes historically held up best during these periods. Across
these episodes, the S&P 500 declined an average of 7.33% per month. While few asset classes
generated positive returns on average, many experienced substantially smaller losses than the S&P 500.
The chart below highlights assets that, on average, outperformed the S&P 500 during its worst months.
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Average Asset Class Returns During the S&P 500's Worst Months
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Source: FactSet. See end footnote for index definitions. Analysis is based on 464 monthly S&P 500 total return
observations from February 1988 through September 2026. The 47 selected months represent the lowest decile of S&P
500 monthly returns over the sample period and span January 1990 through March 2026. For each asset class, Average
Return is calculated as the arithmetic mean of monthly returns during these periods. Missing observations are excluded;
therefore, observation counts and effective start dates vary by asset, although all asset classes included in the analysis
have return histories extending back at least to January 2006.

Fixed income was generally resilient, with emerging market debt, high yield bonds, and leveraged loans
all experiencing materially better returns than the S&P 500 on average. Even more notable, US
investment-grade credit and Treasuries generated positive average returns, providing both absolute and
relative downside protection during the S&P 500’s weakest months. Within equities, quality and minimum
volatility strategies helped mitigate losses, while commodities also proved relatively resilient. Gold was
the strongest performer on average during the market's most severely negative months.

Interestingly, some of the worst-performing asset classes during the S&P 500's weakest months were
US small caps, the Nasdaq, and several regional equity markets. While this is consistent with the higher-
beta profile of some of these assets, not all of the laggards had elevated betas.
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This highlights an important consideration: equity market sensitivity, or beta, is not static. To examine
how these relationships have evolved, we compared asset class betas to the S&P 500 over the past 20
years with their betas over the most recent three years. The chart below highlights asset classes which
have seen the largest shifts.

Long-Term Versus Recent Beta Estimates
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Source: FactSet. See end footnote for index definitions. The 20-year beta was calculated relative to the S&P 500, using
monthly returns from October 2006 through September 2026 (240 observations), while the 3-year beta was calculated
using monthly returns from October 2023 through September 2026 (36 observations).

While beta is often treated as an inherent characteristic of an asset class, it can change meaningfully as
market regimes and volatility dynamics evolve. Treasury beta was modestly negative over the 20-year
period but positive during the most recent three years, consistent with an environment in which inflation
and interest-rate shocks periodically pressured both stocks and bonds. Meanwhile, infrastructure,
leveraged loans, and high yield bonds have all become less sensitive to equity market movements.

Commodities have experienced some of the most significant shifts. Broad commodities and crude oil
moved from strongly positive long-term betas to negative betas more recently as supply disruptions,
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inflation, and geopolitical events have become more important drivers of returns. Gold has maintained a
beta near zero across both periods.

More broadly, these results illustrate that diversification benefits are not static. Assets that hedge one
type of market shock may provide little protection against another. Rather than asking what hedges an
equity sell-off, investors should ask what type of sell-off they are trying to protect against.

The S&P 500's worst months have been driven by a range of catalysts, including growth scares, bursting
bubbles, inflation shocks, policy shocks, and geopolitical events. Today, two risks appear particularly
relevant: a slowdown in growth if the Al-driven expansion begins to fade, and a resurgence of inflation
and interest rate pressures. With that in mind, we examine which asset classes historically provided the
most effective diversification during growth-driven versus inflation- and rate-driven sell-offs.

What worked best and worst during different kinds of equity sell-
offs?

Tvoe of Equitv Sell-off Most Resilient Assets Worst Performers
yp quity (Average Return) (Average Return)

Long Treasuries +2.66%; EM Growth =10.31%; EM
Growth Scare (24 observations) Gold +1.91%; US Treasuries Small Cap -10.26%; EM Value

+1.12% -9.80%

- o/ -
Inflation/Rates Shock (8 Gold =0.38%; Crude —0.76%; | oA Growth =9.14%; NASDAQ
. o 100 -9.10%; Russell 2000

observations) Leveraged Loans —0.96%

—9.06%

Source: FactSet. The analysis is based on the 47 lowest monthly S&P 500 returns, representing the bottom decile of
observations from February 1988 through September 2026 and spanning January 1990 through March 2026. Each month
was assigned a single dominant shock type based on the prevailing market narrative. Only months classified as growth
scares or inflation/rates shocks are included in this analysis. These classifications are judgment-based, and overlapping
catalysts may lead reasonable observers to categorize certain periods differently. For each asset class, Average Return is
calculated as the arithmetic mean of available monthly returns during the selected periods. Missing observations are
excluded; therefore, observation counts and effective start dates vary by asset, although all asset classes included in the
analysis have at least 20 years of return history. Results are descriptive rather than predictive, and conclusions regarding
inflation/rates shocks should be interpreted cautiously given the eight-observation sample.

Across the bottom decile of market months, the S&P 500 fell an average of 7.59% during growth scares
and 7.22% during inflation and rate shocks. Long US Treasuries were the clearest diversifier during
growth-driven sell-offs, generating an average return of 2.66% and posting positive returns in 71% of
periods. Gold also proved resilient, delivering positive returns in 75% of growth scare episodes. In
contrast, economically sensitive assets such as emerging market equities lost roughly 10% on average.
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Inflation and rate shocks were far more challenging, as no asset class generated a positive average
return. However, gold, crude oil, and leveraged loans recorded the smallest average losses, providing
greater relative downside protection than the other assets examined. Meanwhile, growth-oriented
equities, including the NASDAQ 100 and Russell 2000, suffered some of the steepest declines, losing
roughly 9% on average.

With equity markets continuing to rally and the prospect of a fourth consecutive year of double-digit
returns, it is worth thinking about downside protection precisely when it feels least necessary. Our
analysis suggests there is no universal hedge against equity market sell-offs. Duration has historically
provided strong protection during growth scares but has been far less effective during inflation- and rate-
driven sell-offs. Gold, by contrast, was the most consistent diversifier across both environments. The key
lesson is that the effectiveness of any hedge depends on the source of market stress. This reinforces the
importance of building resilient portfolios around multiple sources of protection rather than relying on any
single asset class.

Source: FactSet. Data as of 9/30/2026 unless otherwise stated. Analysis included a broad universe of asset classes, factors,
sectors, and geographic exposures. Charts highlight selected results where findings were most relevant, differentiated, and
practical to present within space constraints. Index returns are unmanaged and do not reflect fees, transaction costs, taxes, or
implementation constraints.

Indices Shown in Analysis Above

Equities: S&P 500, MSCI USA Quality, MSCI USA Value, MSCI USA Min Vol, Nasdaq 100, Russell 2000, MSCI EM Growth, MSCI
EM Small Cap, MSCI EM Value.

Fixed Income: ICE BofA US High Yield, JP Morgan EMBI Global Diversified, JP Morgan GBI-EM Global Diversified, Morningstar
LSTA US Leveraged Loan 100, Bloomberg US Corporate Investment Grade, Bloomberg Global Aggregate, FTSE WGBI,
Bloomberg Global Inflation-Linked - US TIPS, Bloomberg US Aggregate, Bloomberg Global US Treasury, Bloomberg Global US
Treasury — Long.

Real Assets: FTSE Global Core Infrastructure, S&P GSCI, S&P GSCI Gold, S&P GSCI All Crude.

About State Street Investment Management

At State Street Investment Management, we have been helping create better outcomes for 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 $6 trillion in assets managed*, clients
in 60 countries, and a global network of strategic partners, we use our scale to deliver a comprehensive and cost-effective suite of
investment solutions that help investors get wherever they want to go.

* This figure is presented as of June 30, 2026 and includes ETF AUM of $2,203.98 billion USD of which approximately $156.81
billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA



— STATE
— STREET

INVESTMENT
MANAGEMENT

FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all AUM is
unaudited.

Important Risk Information

ssga.com
Marketing Communication

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

Important Risk Information

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 SSGA’s express written consent.

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability
for damages of any kind relating to the use of such data.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other
professional 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.

The performance data quoted represents past performance. Past performance does not guarantee future results. Investing
involves risk, including the risk of loss of principal.

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable.

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a
fund. Index performance is not meant to represent that of any particular fund.

The views expressed in this material are the views of Christine Norton and Dane Smith through the period ended October 15, 2026
and are subject to change based on market and other conditions.

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses
made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a
number of assumptions, risks, uncertainties, many of which are beyond SSGA'’s control. Please note that any such statements are
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the
forward-looking statements.

All information is from SSGA 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 in response to the activities of individual companies and general market and economic
conditions.
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Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of
the security may not rise as much as companies with smaller market capitalizations.

Investments in small-sized companies may involve greater risks than in those of larger, better known companies.

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such
factors include overall market movements, real or perceived inflationary trends, commaodity index volatility, international, economic
and political changes, change in interest and currency exchange rates.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss.

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond
values and yields 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.

Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and
natural resources. Investments can be significantly affected by events relating to these industries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations.
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less
stability than those of more developed countries.

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. US
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.

© 2026 State Street Corporation
All Rights Reserved.

AdTrax: 5064514.173.1.GBL.RTL
Exp. Date: 10/31/2027.



