
After three consecutive years of gains,
equity markets were mostly lower in the
first quarter of 2026. The decline was
driven primarily by the higher energy costs
that resulted from US & Israeli military
strikes on Iran. Investor concerns about 
the economic payback for spending on
Artificial Intelligence (AI) also weighed on
technology stocks, causing the NASDAQ
to fall the hardest, ending the quarter
down -7%. 

Within the US equity market, performance
rotated away from the growth and
technology stocks that had been the top
performers over the preceding three-year
period. Value stocks outperformed, with
the Russell 1000 Value Index rising by
about 2% for the quarter.  Smaller
companies were also modestly positive, 
as the Russell 2000 index increased just
under 1%. International stocks were also
outperforming until the conflict in Iran
triggered a selloff and foreign markets
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WHAT WE’RE WATCHING NOW

IRAN CONFLICT:
The length of this conflict matters, and how long the disruption to energy supply lasts will determine the magnitude of economic & market
impacts.  The longer the disruption to energy supply, the greater the drag on growth.

INTEREST RATES:
The US Federal Reserve will be watching inflation carefully and weighing that against labor market trends when making interest rate
decisions.  We do not see rates falling significantly, and if the energy market disruption persists, there is the potential that markets continue
to push yields higher even if the Fed makes no change to rates.

ARTIFICIAL INTELLIGENCE:
Big Tech companies have reaffirmed their commitment to artificial intelligence (AI) in their budgets.  Markets will continue to monitor how
long it might take for those investments to increase profitability.  AI investment could continue to boost economic activity.  

TAX CUTS:
The One Big Beautiful Bill Act, passed in 2025, is providing tax stimulus to the US economy, with higher refunds for individuals and
incentives for business spending. This could help offset higher energy prices and cushion the economy through this period of higher
energy costs. 
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to 4.30% at the end of March 2026. The US
Federal Reserve held rates steady as it
weighed higher inflation potential against 
a weakening labor market. Whereas
markets had previously been predicting
multiple rate cuts from the Fed in 2026, 
the expectation is now for possibly one
rate cut during the year.  Overall bonds
were relatively flat on a total return basis,
providing a modest offset to falling stock
prices.
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gave up early gains to move into correction
territory. 

As energy prices rose, in the month of
March alone, the MSCI EAFE Index lost 
over 10% and the MSCI Emerging Markets
Index fell over 13%, although both foreign
indices closed the quarter with losses of
only -1.2% and -0.2% respectively. The US
can produce enough oil & gas to meet
consumption needs today, but many
foreign economies rely heavily on energy
resources from the Middle East and feel
the effects of price increases more sharply.
The length of the disruption to global
energy supply will affect the degree of 
its impact on the global economy.   

Bonds were impacted by the negative
sentiment in markets as well, with
concerns about higher inflation pushing
short and long-term yields higher, and
prices lower. The 10-year US Treasury
yield rose from 4.18% at the end of 2025 
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DISCLOSURES:  
This material is being provided for information purposes only and is not a complete description, nor is it a recommendation.  Any opinions are those of Ascential Wealth
Advisors and not necessarily those of Raymond James.  The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee
that the foregoing material is accurate or complete.  Investing involves risk and investors may incur a profit or loss regardless of strategy selected.  Prior to making an
investment decision, please consult with your financial advisor about your individual situation.  Past performance is not a guarantee of future results.  Investments mentioned
may not be suitable for all investors.  Diversification does not ensure a profit or guarantee against a loss.  Individuals cannot invest directly in any index, and index
performance does not include transaction costs or other fees, which will affect actual investment performance.  There is no guarantee that these statements, opinions or
forecasts provided herein will prove to be correct.  The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S.
stock market.  The Dow Jones Industrial Average (DJIA), commonly known as "The Dow", is an index representing 30 stocks of companies maintained and reviewed by the
editors of the Wall Street Journal.  MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed
market equity performance, excluding the United States & Canada.  The EAFE consists of the country indices of 22 developed nations.  The Barclays Capital Aggregate Bond
Composite Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities
averaging approx. 10 years.  The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging market indices.  The index's three largest
industries are materials, energy, and banks.  This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.  International investing
involves special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. There are special risks
associated with investing with bonds such as interest rate risk, market risk, call risk, prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn
more about these risks, please contact our office.

Ascential Wealth Advisors is not a registered broker/dealer and is independent of Raymond James Financial Services.  Securities offered through Raymond James Financial
Services, Inc. Member FINRA/SIPC.  Investment advisory services offered through Raymond James Financial Services Advisors, Inc.

BONDS PROVIDE AN OFFSET TO VOLATILE EQUITY MARKETS

Energy Prices, The War in Iran, and Broader Market Impacts
Energy markets returned to the forefront in Q1 as geopolitical tensions escalated in the Middle East. Higher energy prices can
influence markets through multiple channels—fueling inflation concerns, complicating central bank decision making, weighing on
consumer and business confidence, and reducing spending in other areas.  
 
Historically, markets tend to react sharply to geopolitical headlines but longer term economic and market outcomes depend on
whether disruptions persist. Rather than attempting to trade short-term events, we view episodes like this as reminders of the
value of diversification, disciplined rebalancing, and maintaining a risk-tolerance based investment strategy aligned with long-
term goals. 

Equity Volatility and Rising Energy Prices

Source: Raymond James, US Dept of Energy, April 2026.
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The chart above highlights one of the defining dynamics of the first
quarter: the inverse relationship that emerged between equity markets
and energy prices. While the S&P 500 traded in a relatively narrow
range early in the quarter, volatility increased sharply as crude oil 
prices surged following geopolitical escalation in the Middle East late 
in February. 

Rising energy prices contributed to renewed inflation concerns and
weighed on investor sentiment, particularly as markets reassessed
expectations for interest rate cuts later in the year. Although oil prices
pulled back modestly toward quarter end, they remained well above
January levels, reinforcing uncertainty across both equity and fixed
income markets. 

Jan 2:  Year begins with a well-supplied market

Feb 10:  Geopolitical tensions build

Feb 28:  Iran conflict begins/Strait of Hormuz
disruption

Mar 9:  Q1 peak oil price shock

Mar 25-31:  Ceasefire headlines; risk premium 
eases but prices remain elevated

Q1 2026 Energy Markets 
Event Timeline 
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