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2025: A Surprisingly Good Year for the S&P 1500

The Market Climbed a Very High Wall of Worry

Source: CFRA, S&P Global. Data as of 12/31/25.

Regions/Sizes/Sectors % Chg. Best S&P 500 Sub-Industries % Chg.
Communication Services 32.4 Gold 168.3
S&P Developed Ex-U.S. BMI 31.2 Heavy Electrical Equipment 98.7
Information Technology 23.3 Electronic Components 91.5
S&P 500 Growth 21.4 Semiconductor Materials & Equipment84.4
S&P Emerging BMI Index 21.0 Electronic Manufacturing Services 59.0
Nasdaq-100 20.2 Health Care Facilities 50.0
Industrials 17.7 Health Care Distributors 49.3
S&P 500 16.4 Leisure Products 46.7
Financials 13.3 Interactive Media & Services 44.6
Utilities 12.7 Broadcasting 43.7
Health Care 12.5 Worst S&P 500 Sub-Industries % Chg.
S&P 500 Value 11.0 Brewers (18.6)
Materials 8.4 Paper & Plastic Packaging Products & Materials(18.6)
S&P MidCap 400 5.9 Technology Distributors (21.7)
Consumer Discretionary 5.3 Computer & Electronics Retail (22.0)
Energy 5.0 Cable & Satellite (23.9)
S&P SmallCap 600 4.2 Footwear (24.3)
Consumer Staples 1.3 Managed Health Care (29.0)
Real Estate (0.3) Distillers & Vintners (36.6)
10-Yr Note Yield (8.7) Advertising (39.2)
WTI Oil (19.9) Commodity Chemicals (41.7)
Positive Sectors 91% Positive Sub-Industries 63%
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Year-Ahead Equity Market Indicators

S&P 500 Annual Price Performances and Frequencies of Price Advances Since 1945

Source: CFRA, S&P Global, Stock Trader’s Almanac. Past performance is no guarantee of future results. Data as of 12/31/25.

Full-Year Price Returns After:
Market S&P 500 Frequency S&P 500 Frequency
Indicator % Return of Gain % Return of Gain

After Up/Down Years 7.3 68% 14.7 86%

Santa Claus Rally 10.4 74% 6.2 65%

First 5 Days 13.4 80% 1.1 56%

January Barometer 16.2 86% (1.7) 48%

Up January & February 20.2 97% (5.1) 39%

Q1 Low Above December Low 22.7 100% 3.1 56%

All  Years 9.3 72% NA NA
Source: CFRA, S&P Global, Stock Trader's Almanac. Past performance is no guarantee of future results.

S&P 500 Advances S&P 500 Declines
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A Tale of Two Outlooks for 2026

Dueling Indicators

Negatives Positives

• Elevated Valuations

• S&P 500 Market-Cap-to-U.S. GDP Ratio

• Mid-Term Election-Year Volatility

• Year Two of Rate Easing Cycles

• Year Four of Bull Markets

• Coordinated All-Time Highs

• Strong Tech EPS Growth Expectations

• Broadening Breadth
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Benchmarks and Sector NTM P/E Multiples

Forward S&P 500 P/E Had Reached Two Standard Deviations Above its 20-Year Mean

Source: CFRA, S&P Capital IQ Consensus Estimates. NTM: Next 12 Months. Past performance is no guarantee of future results. P/D: Premium/Discount. Data as of 01/13/26.

NTM
S&P 500 Sector P/E Now 20Y P/E 20Y (P/D) 10Y P/E 10Y (P/D) 5Y P/E 5Y (P/D)
Communication Services 23 16 49 18 33 19 21
Consumer Discretionary 31 22 44 26 21 28 11
Consumer Staples 22 18 20 20 9 21 5
Energy 17 18 (1) 22 (21) 13 31
Financials 17 14 21 14 17 15 11
Health Care 19 16 24 17 15 18 10
Industrials 26 18 51 20 32 22 23
Information Technology 28 19 42 23 19 27 3
Materials 22 16 31 18 19 18 17
Real Estate* 36 NA NA NA NA 41 (11)
Utilities 18 16 12 18 (0) 19 (2)
S&P 500 23 17 38 20 20 21 12

Average NTM P/E Ratios & Premiums/(Discounts)
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Buffett Rule: S&P 500 Mkt. Cap./U.S. Nominal GDP

Historically, 100% Indicated A Level of Concern 

Source: CFRA, S&P Capital IQ Consensus Estimates, Bureau of Economic Analysis. Past performance is no guarantee of future results. Data as of 12/31/25.
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Mid-Term Election Year (MTEY) Returns Since 1945

YTD Price Changes for the S&P 500 During All MTEYs

Source: CFRA, S&P Global. Past performance is no guarantee of future results. Data: 12/31/44-12/31/25.

Pres.

Cycle Q1 Q2 Q3 Q4 Year Q1 Q2 Q3 Q4 Year

Year 1 (0.0) 3.2 1.5 4.1 9.5 52% 62% 67% 80% 65%

Year 2 0.8 (2.6) (0.8) 6.4 3.8 45% 50% 60% 85% 55%

Year 3 7.0 4.7 0.4 3.8 16.3 90% 75% 55% 75% 85%

Year 4 0.6 3.2 1.2 2.3 6.8 58% 68% 58% 79% 79%

All Years 2.0 2.0 0.5 4.2 9.1 62% 63% 59% 80% 71%

Frequency of AdvanceAverage Price % Changes
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Mid-Term Election (MTEY) Returns by Quarter Since 1990

Beware the Uncertainty Ahead of the Election

Source: CFRA, S&P Global. Past performance is no guarantee of future results. Data: 12/31/89-12/31/25.

Sector Q1 Q2 Q3 Q4 Year
Communication Services (3.1) (5.9) (0.7) 5.9 (3.0)
Consumer Discretionary 1.9 (3.0) (3.1) 4.5 0.4
Consumer Staples 0.3 0.3 (1.4) 6.9 5.3
Energy 5.4 0.3 (2.2) 2.5 5.7
Financials 1.3 (3.4) (6.2) 6.8 (2.7)
Health Care 0.3 (0.3) 3.3 5.4 8.6
Industrials 2.6 (5.1) (4.0) 5.9 (1.4)
Information Technology 3.2 (4.9) (1.1) 9.3 7.1
Materials 2.0 (3.6) (4.0) 5.0 (1.8)
Real Estate*** (6.3) (5.1) (5.8) (0.9) (17.0)
Utilities (1.2) (2.6) (2.0) 4.9 (0.7)
S&P 500 1.0 (3.2) (2.2) 5.5 0.8
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Mid-Term Election Year (MTEY) Volatility Since 1946

YTD Price Changes for the S&P 500 During All MTEYs and “Wave” Years

Source: CFRA, S&P Global. “Wave” Years: Election Years when Presidency and both houses of Congress are from the same party. Past performance is no guarantee of future results. 
Data as of 12/31/45-12/31/22.
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Average S&P 500 Returns in Second Year of Rate Cuts

Rate Cuts Typically Continue to be Supportive of Further Stock Price Gains

Source: CFRA, S&P Global. Past performance is no guarantee of future results.  Data: 12/31/89-7/30/21. *Since 1995. 
**Since 2000. ***Since 2017.

Regions/Sizes/Sectors % Chg. Best S&P 500 Sub-Industries % Chg.
Real Estate*** 29.0 Semiconductor Materials & Equipment 54.4
Information Technology 15.5 Health Care Supplies 39.3
S&P MidCap 400 11.5 Wireless Telecommunication Services 34.0
S&P SmallCap 600* 9.6 Steel 25.3
Financials 8.8 Biotechnology 24.8
S&P 500 Growth* 8.6 Electronic Equipment & Instruments 24.2
Communication Services 7.9 Semiconductors 22.5
Consumer Discretionary 7.1 Footwear 21.2
S&P 500 6.2 Worst S&P 500 Sub-Industries % Chg.
Materials 5.8 Property & Casualty Insurance (3.8)
Industrials 5.5 Gas Utilities (6.2)
Energy 3.8 Passenger Airlines (8.1)
Consumer Staples 2.9 Environmental & Facilities Services (11.2)
S&P 500 Value* 2.1 Food Retail (12.0)
Health Care 0.6 Oil & Gas Refining & Marketing (13.5)
Nasdaq 100** 0.2 Distillers & Vintners (18.3)
Utilities (5.4) Application Software (18.8)
Positive Sectors 91% Positive Sub-Industries 77%



©2026 CFRA Research

Bull Market Progression

YEAR FOUR: Return to Double-Digit Growth?

Source: CFRA, S&P Global. Past performance is no guarantee of future results. Data as of 01/12/26.

11

Total Duration
Start End Yr. 1 Yr. 2 Yr. 3 Yr. 4 Yr. 5 Yr. 6 Yr. 7 Yr. 8 Yr. 9 Yr. 10 Yr. 11 % Gain in Mos.

5/17/47 6/15/48 19.0% X 22 13

6/13/49 8/2/56 42.1% 11.9% 13.1% -2.3% 20.0% 38.6% 17.2% X 267 86

10/22/57 12/12/61 31.0% 9.7% -4.8% 28.4% X 86 50

6/26/62 2/9/66 32.7% 17.4% 2.0% X 80 43

10/7/66 11/29/68 32.9% 6.6% X 48 26

5/26/70 1/11/73 43.7% 11.1% X 74 32
10/3/74 11/28/80 38.0% 21.2% -7.1% 6.1% 6.8% 18.0% X 126 74
8/12/82 8/25/87 58.3% 2.0% 13.4% 29.7% 36.6% X 229 60

12/4/87 7/16/90 21.4% 29.3% X 65 31
10/11/90 3/24/00 29.1% 5.6% 14.5% 1.1% 24.4% 20.9% 38.0% 1.8% 35.6% X 417 113
10/9/02 10/9/07 33.7% 8.0% 6.6% 12.9% 15.9% X 101 60
3/9/09 2/19/20 68.6% 15.7% 3.9% 13.2% 21.1% 10.7% -4.3% 18.9% 17.8% -1.6% 23.4% 401 131

3/23/20 1/3/22 74.8% X 114 21
10/12/22 1/12/26 21.6% 33.7% 12.7% 6.5% ? ? ? ? ? ? ? 89 39

39.1% 14.4% 6.0% 12.7% 20.8% 22.1% 16.9% 10.3% 26.7% -1.6% 23.4% 151 56

Full-Year S&P 500 Price ChangesBull Market

Average
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S&P 500 Earnings Growth Forecasts Through 2027

EPS Growth Continues to Advance

Source: CFRA, S&P Capital IQ Consensus Estimates. Data as of 01/13/26.

Oper. EPS % Changes
S&P Sectors 2025E 2026E 2027E
Communication Services 17.9 6.1 13.4
Consumer Discretionary 2.9 9.3 17.7
Consumer Staples (0.9) 6.6 7.8
Energy (11.9) 4.7 19.2
Financials 9.9 8.2 11.3
Health Care 12.7 8.2 12.2
Industrials 5.9 14.2 15.9
Information Technology 23.7 30.2 19.6
Materials 1.5 19.5 15.3
Real Estate (4.9) 8.0 10.8
Utilities 9.2 8.7 9.5
S&P 500 11.0 14.1 15.1
S&P MidCap 400 0.7 19.5 14.9
S&P SmallCap 600 11.7 17.2 16.8

S&P 500
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Macro Movements

Forecasts Point To an Improvement in Economic Activity in 2026

Source: CFRA, S&P Global, Action Economics. Data as of 01/13/26.

Indicator Year Forecast Year Forecast
S&P 500 EPS 2025E 11.1% 2026E 14.1%
S&P 500 Revenue Growth 2025E 4.0% 2026E 7.1%
Real GDP (Q4) 2025E 2.5% 2026E 2.2%
Unemployment Rate (Q4) 2025E 4.3% 2026E 4.5%
Retail Sales Growth (Q4) 2025E 4.1% 2026E 3.8%
Core PCE Gr. (Q4) 2025E 2.6% 2026E 2.4%
Fed Funds Rate (Q4) 2025A 3.63% 2026E 3.13%
10-Year T-Note (Q4) 2025A 4.18% 2026E 3.60%
FRB Major $ Index Chg 2025A (1.8%) 2026E (1.0%)
WTI $ Average 2025A 58.32 2026E 63.00
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Rules-Based Investment Strategies

• Momentum

• Correlation
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“Let Your Winners Ride” (Usually)

Average Annual Price Gains After Up or Down Years for the S&P 500

Source: CFRA. Own top 3 sectors/top 10 sub-industries after up years, own bottom 3/bottom 10 after down years. F.O.: Frequency of Outperformance. Data: 12/31/90-12/31/25.
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Top 10 S&P 500 Sub-Industries

TOP 3 SECTORS: Communication Services, Industrials, and Information Technology

Source: CFRA, S&P Global. Past performance is no guarantee of future results. Data as of 12/31/25.

Sub-Industries Favored S&P 500 Stocks
Broadcasting Fox Corporation (FOXA 74 **** )

Electronic Components Amphenol Corporation (APH 136 **** )

Electronic Manufacturing Services TE Connectivity plc (TEL 230 **** )

Gold Newmont Corporation (NEM 102 ***** )

Health Care Distributors McKesson Corporation (MCK 827 **** )

Health Care Facilities Universal Health Services, Inc. (UHS 225 **** )

Heavy Electrical Equipment GE Vernova Inc. (GEV 660 **** )

Interactive Media & Services Alphabet Inc. (GOOGL 314 **** )

Leisure Products Hasbro, Inc. (HAS 83 ***** )

Semiconductor Materials & Equip. Lam Research Corporation (LRCX 174 **** )
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“Let Momentum Be Your Guide”

A Simple Momentum Strategy Based on Trailing 10-Month Price Performances

10-Month Relative Strength Returns (*Since 1990, **Since 2010) Monthly Rebalancing of Equal Exposure to Top 4 / Bottom 4 Sectors

S&P 500 Returns and Alphas

Sector Standings S&P 500* Euro 350** AsiaPac** CAGR 1990-2025 S&P 500* Euro 350** AsiaPac**

Comm. Services + - - Top 4 Sectors 10.8% 8.2% 5.4%

Cons. Discretionary + 0 - Benchmark 9.1% 5.2% 3.6%

Consumer Staples - - - Bottom 4 Sectors 6.0% 2.8% 0.3%

Energy - - + Freq. of Annual Gains S&P 500* Euro 350** AsiaPac**

Financials 0 + 0 Top 4 Sectors 83% 80% 60%

Health Care - 0 - Benchmark 74% 67% 60%

Industrials + + + Bottom 4 Sectors 75% 60% 47%

Info. Technology + + + Freq. of Beating Benchmark S&P 500* Euro 350** AsiaPac**

Materials 0 0 + Top 4 Sectors 66% 80% 67%

Real Estate - - 0 Benchmark NA NA NA

Utilities 0 + 0 Bottom 4 Sectors 45% 53% 47%
Source: CFRA, S&P Global. Past performance is no guarantee of future results. *Since 1990. **Since 2010. Rankings as of 1/13/2025.

S&P Regional IndicesTop 4="+" Middle 3 = "0" Bottom 4 = "-"
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FREE LUNCH: Combining Growth & Defensive Sectors

A 50/50 Portfolio, Rebalanced Annually, Delivered 93% of Tech’s Return with 40% Lower Risk

Source: CFRA, S&P Global. RRR: Risk-for-reward ratio. Past performance is no guarantee of future results. Data: 12/31/90-12/31/25.



©2026 CFRA Research 19

2026 Outlook Summary

This Bull Market Should Continue But Will Likely Face Stiffer Headwinds

Swift Reaction to the Tariff Turmoil:

• Swift decline, rapid recovery, followed by traditional post-correction recovery advance.

Q4 & 2026 EPS Optimism:

• Q3 was the 64th quarter out of the past 66 in which actual results exceeded expectations

• S&P 500 EPS growth for 2026 show from 11.8% in Q1 to 18.3% by Q4.

History Implies Moderated Full-Year Price Gain Accompanied by Elevated Volatility:

• Year 2 of easing cycle, 4th Year of Bull Market

• Subdued historical returns/frequencies of advance, and highest average annual drawdown

• Good year, not great year, is likely. Year-end S&P 500 target of 7,400.
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Learn More Through Free Trials

Visit MarketScope Advisor CFRA Technical Research

■ Acquired by CFRA in 2021, Lowry Research 
Corporation has provided market analysis 
based solely on the Law of Supply and 
Demand for more than 80 years.

■ Our time-tested, data-driven methodology 
gives you factual and unbiased insight into the 
strength of markets, sectors, industries, and 
individual securities to help you generate alpha 
and reduce risk in any market environment.

■ To take a no-obligation, complimentary trial to 
the Lowry Research website, please click on 
this link: Lowry Research Trial.

Learn more!

■ Visit https://advisor.marketscope.com for more 
information on the research presented today.

For more information or a copy of today’s presentation, please contact us at cservices@cfraresearch.com, or visit www.cfraresearch.com.
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For more information
+1 800-220-0502  | cservices@cfraresearch.com

Disclosures
The content of this Presentation and the opinions expressed herein are those of CFRA based upon publicly-available information that CFRA believes to be reliable but are subject to change 
without notice. This Presentation has not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. While CFRA 
exercised due care in compiling this Presentation, CFRA AND ALL RELATED ENTITIES SPECIFICALLY DISCLAIM ALL WARRANTIES, EXPRESS OR IMPLIED, to the fullest extent permitted 
by law, regarding the accuracy, completeness, or usefulness of the information contained herein and assumes no liability with respect to the consequences of relying on this information for 
investment or other purposes. No content herein (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof 
may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of CFRA. This 
Presentation shall not be used for any unlawful or unauthorized purposes. CFRA and its third-party providers, as well as its and their directors, officers, shareholders, employees or agents, do 
not guarantee the accuracy, completeness, timeliness or availability of this Presentation.

CFRA's primary financial data provider is S&P Global Market Intelligence. FOR RECIPIENT'S INTERNAL USE ONLY.

Certain information in this presentation is provided by S&P Global, Inc. and/or its affiliates and subsidiaries (collectively “S&P Global”). Such information is subject to the following disclaimers 
and notices: “Copyright © 2025, S&P Global Market Intelligence (and its affiliates as applicable). All rights reserved. Nothing contained herein is investment advice and a reference to a 
particular investment or security, a credit rating or any observation concerning a security or investment provided by S&P Global is not a recommendation to buy, sell or hold such investment 
or security or make any other investment decisions. This may contain information obtained from third parties, including ratings from credit ratings agencies.  Reproduction and distribution of 
S&P Global’s information and third party content in any form is prohibited except with the prior written permission of S&P Global or the related third party, as applicable.  Neither S&P Global 
nor its third party providers guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not responsible for any errors or omissions (negligent 
or otherwise), regardless of the cause, or for the results obtained from the use of such information or content.  S&P GLOBAL AND ITS THIRD PARTY CONTENT PROVIDERS GIVE NO 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE AND ALL 
S&P INFORMATION IS PROVIDED ON AN AS-IS BASIS. S&P GLOBAL AND ITS THIRD PARTY CONTENT PROVIDERS SHALL NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, 
EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES, COSTS, EXPENSES, LEGAL FEES, OR LOSSES (INCLUDING LOST INCOME OR PROFITS AND 
OPPORTUNITY COSTS OR LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF THEIR INFORMATION OR CONTENT, INCLUDING RATINGS. Credit ratings are 
statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of securities 
for investment purposes and should not be relied on as investment advice.”

CFRA, CFRA Accounting Lens, CFRA Legal Edge, CFRA Score, and all other CFRA product names are the trademarks, registered trademarks, or service marks of CFRA or its affiliates in the 
United States and other jurisdictions. CFRA Score may be protected by U.S. Patent No. 7,974,894 and/or other patents. Copyright © 2025 CFRA. All rights reserved.
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For more information
+1 800-220-0502  | cservices@cfraresearch.com

Disclosures continued

This Presentation is published and originally distributed by Accounting Research & Analytics, LLC d/b/a CFRA (“CFRA US”), with the following exceptions: In the UK/EU/EEA, it is published 
and originally distributed by CFRA UK Limited (company number 08456139 registered in England & Wales with its registered office address at New Derwent House, 69-73 Theobalds Road, 
London, WC1X 8TA, United Kingdom), which is regulated by the Financial Conduct Authority (No. 775151), and in Malaysia by CFRA MY Sdn Bhd having Company No. 683377-A and regulated 
by Securities Commission Malaysia, No. CMSL/A0181/2007 (“CFRA Malaysia”). CFRA Malaysia is a wholly-owned subsidiary of CFRA US. These parties and their subsidiaries maintain no 
responsibility for CFRA reports or materials redistributed by third parties such as brokers or financial advisors.

Past performance is not necessarily indicative of future results. This Presentation may contain forward-looking statements or forecasts; such forecasts are not a reliable indicator of future 
performance.

This Presentation is not intended to, and does not, constitute an offer or solicitation to buy and sell securities or engage in any investment activity. This Presentation is for informational 
purposes only. Recommendations in this Presentation are not made with respect to any particular investor or type of investor. Securities, financial instruments or strategies mentioned herein 
may not be suitable for all investors and this material is not intended for any specific investor and does not take into account any investor's particular investment objectives, financial 
situations or needs. Before acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances and, if necessary, seek professional 
advice.

Additional information on a subject company may be available upon request.

The Global Industry Classification Standard (GICS®) was developed by and/or is the exclusive property of MSCI, Inc. and S&P Global Market Intelligence. GICS is a service mark of MSCI and 
S&P Global Market Intelligence and has been licensed for use by CFRA.

Copyright © 2025 CFRA. All rights reserved. CFRA and STARS are registered trademarks of CFRA.


