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Index Total Returns - May 1, 2026

Heading into April, stocks posted five consecutive weeks of losses due to the uncertainty surrounding the U.S. and Iran war. In April,
markets posted their largest monthly gain since the pandemic. Strong earnings growth estimates along with conflict resolution
optimism drove markets sharply higher, although oscillating war rhetoric from President Trump and actual war-related events made the
path higher rather bumpy. Several stocks indices posted low to mid-teen total returns in April. At the start of this conflict, the
consensus of many experts was that the duration would be short lived, and this remains the consensus. Indeed, amid contentious
negotiations, cease fire agreements have been established and extended multiple times providing the fuel for investor optimism.
Amongst all of this chaos, the U.S. economy continues to advance at a solid clip and many stock markets closed the month of April at
new all-time highs. Interestingly, even as the conflict progressed, full-year 2026 S&P 500 earnings estimates have continued to
consistently advance. Just prior to the start of the war on February 28th, the consensus was +14.4%, and as of the close last Friday, May
1st, it stood at +20.6%. One of the reasons for the strong earnings growth over the past two years is due to productivity growth. U.S.
productivity has been notably stronger over the last two years (2024-2025) than during the prior decade’s sluggish 1.4-1.5% average
annual pace. This marks a rebound to near the long-term (1947—present) average of 2.1-2.2%. The primary reasons for the increased
productivity were advances in Al, production technology, and increased worker capacity (getting more out of current workforce without
new hires). These productivity increases are best seen in net corporate margins, which have been expanding the past two years as well
and are at record levels (+13.4%) and expected to move modestly higher over the coming quarters (14.1% - 14.6%).
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