
Student of 
the Market

June 2026

GPS0626-5557094-EXP0627-1/12



Artificial 
intelligence 
and energy 
stocks

Midterm elections and 
U.S. stock drawdowns

Student of the Market
June 2026

Source: Morningstar as of 5/31/26. U.S. stock market represented by the S&P 500 index. Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.

2

Stocks
Bonds and 
alternatives 

Economic expansions 
and recessions

Money market assets 
and performance

Strong April and May 
for U.S. stocks

Bull market rebound

Alternative funds 
have improved over 
time

Small cap stock 
comeback

Emerging market 
stocks continue 
to lead 

GPS0626-5557094-EXP0627-2/12



Best 2 months for U.S. stocks since 2020
Periods of exceptional U.S. stock market performance have historically often led to continued momentum in 
the following 12 months. 

STRONG APRIL-MAY FOR STOCKS

Best 15 two-month periods for  U.S. stock return 
periods since 1950

Average 1 year performance following the best 
2-month periods for U.S. stocks since 1950

Source: BlackRock, Morningstar as of 5/31/2026. U.S. stocks are represented by the S&P 500 TR Index from 3/4/1957 to 5/31/2026 and the IA SBBI U.S. Lrg Stock TR USD Index from 1/1/1950 to 3/4/1957. Index performance is for illustrative 
purposes only. Index performance does not reflect any management fees or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not guarantee future results.

Best 2-month 
periods

Best 2-month 
return (%)

1 year return 
following

Jan & Feb-75 19.9 27.3
Mar & Apr-09 19.2 38.8
Apr & May-20 18.2 40.3
Jan & Feb-87 17.9 -2.7
Apr & May-26 16.3 ?
Oct & Nov-82 16.0 25.6
Apr & May-09 15.7 21.0
Nov & Dec-20 15.2 28.7
Oct & Nov-02 15.2 15.1
Jun & Jul-55 15.2 18.1
Sep &Oct-98 15.1 25.7

Nov & Dec-54 14.9 31.6
Oct & Nov-98 14.7 20.9
Oct & Nov-22 14.1 13.8
Nov & Dec-23 14.1 25.0

3

16.1%

23.5%

Best 2-month 
average

1 year average following 
best 2-months
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Best small-cap performance versus large cap  
since 2021
But recent  small-cap outperformance has been short-lived, as large caps have frequently regained leadership.

SMALL CAP COMEBACK

4

One year performance small cap stocks minus 
large cap stocks (20 years, 6/1/2006 – 5/31/2026)

One year performance following peaks in small 
cap outperformance over large caps
6/1/2006 – 5/31/2026

Source: Morningstar as of 5/31/26. Small cap stocks represented by the Russell 2000 TR Index, Large cap stocks are represented by the S&P 500 TR Index. Past performance does not guarantee or indicate future results. Index performance is for illustrative 
purposes only. You cannot invest directly in the index.

-30

-20

-10

0

10

20

30

40

50

J
u

n
-0

6

N
o

v
-0

7

A
p

r-
0

9

S
e

p
-1

0

F
e

b
-1

2

J
u

l-
1

3

D
e

c
-1

4

M
a

y-
1

6

O
c

t-
1

7

M
a

r-
1

9

A
u

g
-2

0

J
a

n
-2

2

J
u

n
-2

3

N
o

v
-2

4

A
p

r-
2

6

May-26 
13.3%

Mar-21 
38.5%

Jan-17 
13.5%

Nov-10 
17.0% Nov-13 

10.7%

Large cap outperforms small cap

Small cap 
outperforms 
large cap

YTD 2026 5/31/26
Small caps +43.1%
Large caps +29.8%
Difference +13.3%

7.8%

16.9%

26.4%

15.7%

2.8%
4.0%

17.2%

-5.8%

Nov-2010 Nov-2013 Jan-  2017 Mar-2021

Large Cap Small Cap
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Artificial intelligence and energy-related stocks 
driving earnings and performance in U.S.

ARTIFICIAL INTELLIGENCE AND ENERGY STOCKS

Earnings growth for 2026 versus 2025 broken 
out by artificial intelligence and energy stocks

Performance broken out by artificial intelligence 
and energy stocks 
Median stock YTD performance  (1/1/2026 – 5/31/2026)

5

Source: Morningstar and Bloomberg as of 5/31/26. U.S. stocks represented by the S&P 500 Index. AI companies were identified using an objective holdings-based screen: S&P 500 constituents were classified as ‘AI’ if, as of May 30th, 2026, they were held in 
at least one of the five largest (by AUM) U.S.-listed AI-themed ETFs, selected based on stated AI-focused investment objectives/strategy. The resulting AI basket includes 51 S&P 500 companies. Energy represents S&P 500 companies in the GICS Energy 
Sector. Everything Else represents the S&P 500 excluding the AI-classified and Energy constituents. ETF selection and constituent classification are rules-based and do not reflect BlackRock’s view of any company’s current or future AI revenue, business 
exposure, or prospects. Index performance is for illustrative purposes only. Index performance does not reflect any management fees or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not guarantee future 
results.

19%

4% 7%
12%

41%

68%

8%

22%

2026 YoY earnings growth start of the year

2026 YoY earnings growth most recent

20%

30%

2%

11%

Artificial intelligence stocks
(51 stocks)

Energy

Everything else

S&P 500

S&P 500 stocks

Artificial 
intelligence 
stocks (51 

stocks)

Energy Everything else S&P 500

GPS0626-5557094-EXP0627-5/12



-80

-60

-40

-20

0

20

40

60

80

J
a

n
-9

5

A
u

g
-9

6

M
a

r-
9

8

O
c

t-
9

9

M
a

y
-0

1

D
e

c
-0

2

J
u

l-
0

4

F
e

b
-0

6

S
e

p
-0

7

A
p

r-
0

9

N
o

v
-1

0

J
u

n
-1

2

J
a

n
-1

4

A
u

g
-1

5

M
a

r-
1

7

O
c

t-
1

8

M
a

y
-2

0

D
e

c
-2

1

J
u

l-
2

3

F
e

b
-2

5

Largest emerging market stock 
outperformance since 2010
EM stocks are up 50% in the last 12 months. Historically periods of EM stock outperformance tends to linger.

EMERGING MARKET STOCK PERFORMANCE

Emerging market stock outperformance vs. U.S. 
stocks  
12-month rolling average annual returns Emerging markets - U.S. stocks 

Source: Morningstar and BlackRock as of 5/31/26. U.S. stocks represented by the S&P 500 index. Emerging market stocks represented by the Morningstar diversified emerging markets category. This illustration assumes reinvestment of dividends and capital 
gains. Assumes investor stays fully invested over the full time period. Index performance is for illustrative purposes only. Past performance does not guarantee or indicate future results. It is not possible to invest in an index. 

Emerging market stocks following periods of 
large outperformance/underperformance
Average annual returns, rolling 12 months since 1995

66

4.7%

-8.1%

1 Year following +20% or 
greater EM stock 
outperformance

1 Year following -20% or 
greater EM stock 

underperformance

12/2013
-33.1%

12/2021
-28.5%

5/2025
+20.4%

2/2000 
+69.7%

The largest EM stock 
outperformance since 
Mar 2010 

11/2009 
+54.2%

6/1998
-61.6%

Emerging 
market stocks 

outperform U.S. 
stocks

U.S. stocks 
outperform 
emerging 

market stocks

                   5/25-5/26
Emerging market stocks              +50.2%
U.S. stocks                                         +29.8%
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7

Bloomberg as of 5/31/2026. U.S. stocks are represented by the S&P 500 Index from 3/4/1957 to 5/31/2026 and the IA SBBI U.S. Lrg Stock Tr USD Index from 1/1/1928 to 3/4/1957. Total return measures the calendar year return for U.S. stocks for 
each respective year shown. Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.

U.S. stocks by midterm election drawdown, calendar year 
return and 1 year after drawdown
Calendar year returns, 1/1/1928 – 5/31/2026

U.S. stocks & midterm election year drawdowns
MIDTERM ELECTIONS AND U.S. STOCK DRAWDOWNS

Year
Max 

drawdown

Calendar 
year 

return

1 yr after 
drawdown

1930 -44% -28% -45.1%

1934 -29% -5% 29.1%

1938 -29% 30% 34.8%

1942 -18% 20% 63.9%

1946 -27% -8% 14.2%

1950 -14% 33% 41.7%

1954 -4% 52% 51.1%

1958 -4% 43% 41.0%

1962 -26% -9% 37.5%

1966 -22% -10% 37.3%

1970 -26% 4% 48.9%

1974 -38% -26% 44.4%

1978 -14% 7% 18.1%

Year
Max 

drawdown

Calendar 
year 

return

1 yr after 
drawdown

1982 -17% 22% 66.1%

1986 -9% 19% 44.3%

1990 -20% -3% 33.5%

1994 -9% 1% 18.5%

1998 -19% 29% 39.8%

2002 -34% -22% 36.1%

2006 -8% 16% 26.2%

2010 -16% 15% 33.6%

2014 -7% 14% 11.4%

2018 -20% -4% 39.9%

2022 -25% -18% 23.6%

2026
YTD

-9% 11% ?
-20.0%

32.9%

Average drawdown and 1 year 
recovery midterm elections
S&P 500, by calendar year, 1/1/1928 - 5/31/2026

Avg drawdown in 
midterm election year

Avg recovery 1 year 
after drawdown

Avg all yrs        
-16.3%
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36
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120

73

128

73

11/27 - 9/29

3/33 - 5/37

6/38 - 2/45

10/45 - 11/48

10/49 - 7/53

5/54 - 8/57

4/58 - 4/60

2/61 - 12/69

11/70 - 11/73

3/75 - 1/80

7/80 - 7/81

11/82 - 7/90

3/91 - 3/01

11/01 - 12/07

6/09 - 2/20

4/20 - ?

Resilient economic expansion still young by 
recent historic standards
U.S. economic activity continues to surprise to the upside across housing, retail, and labor.

ECONOMIC RECESSIONS AND EXPANSIONS

Length of U.S. economic expansion (months)
Since 1926

Source: National Bureau of  Economic Research and Morningstar as of 5/31/26. For illustrative purposes only.

Length of U.S. economic recessions (months)
Since 1926

8

13

43

13

8

11

10

8

10

11

16

6

16

8

8

18

2

10/26 - 11/27

9/29 - 3/33

5/37 - 6/38

2/45 - 10/45

11/48 - 10/49

7/53 - 5/54

8/57 - 4/58

4/60 - 2/61

12/69 - 11/70

11/73 - 3/75

1/80 - 7/80

7/81 - 11/82

7/90 - 3/91

3/01 - 11/01

12/07 - 6/09

2/20 - 4/20

Average 
recession lasts 

about 1 year                 
(12.6 months)

Average expansion 
lasts 5+ years                   
(61.4 months)

Avg 
since 
1982
104.3 

months 

8
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3.6%

4.4%

5.5%

6.6%

4.4%

5.3%
5.9%

7.0%

1 year 3 year

MONEY MARKET ASSETS AND PERFORMANCE 

2008
$3.6T

2003
$2.3T

May ’26
$7.8T

Money market fund assets                                                            
2/1/96 – 5/31/26

2018
$3.0T

Source: BlackRock, Morningstar and the ICI as of 5/31/26. Cash represented by the Morningstar money market fund category average, All bond categories represented by their respective Morningstar category average,.  Past performance does not guarantee 
or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.  *As of 5/31/2026.

Cash (money funds) has been good but has 
trailed many diversified bond categories
Average annual performance

Cash on the sidelines continues to reach 
historic highs

1993
$0.6T

Over the last year, 91% of all taxable 
bond mutual funds and ETFs have 

outperformed cash (1685 out of 1860)*

Bond fund inflows have surpassed money 
market inflows ($808B vs. $574B last 12 
months)*, marking the widest gap since 
April 2023. The shift may reflect higher 
bond yields, while money market rates 

have remained relatively stable.

Cash Ultra short 
& short 

bond

Non-trad 
bonds

Multisector 
bonds

9
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Alternatives are delivering higher returns 
and stronger diversification today

ALTERNATIVE FUNDS HAVE IMPROVED OVER TIME

10

Alternative mutual funds and ETFs have seen 
better performance vs 10 years ago…
3 year rolling average annual return for the Morningstar broad 
alternative category as of 5/31/26

…While diversification with stocks (correlations) 
have declined in recent years
3 year rolling correlation with U.S. stocks as of 5/31/26

Source: Morningstar as of 5/31/26. Alternative mutual funds are represented by the Morningstar Broad Alternatives Category, oldest share class excluding the Bear Market category. Past performance does not guarantee or indicate future results. Index 
performance is for illustrative purposes only. You cannot invest directly in the index.

5/26 
9.2%

5/26 
0.33

9/12 
0.68

8/16 
3.6%
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Student of the Market: June 2026

Returns as of 5/31/2026
1 Year 
Return 

5 Year Avg. 
Annual Return

10 Year Avg. 
Annual Return

S&P 500 (TR) (1970) 29.78 14.15 15.65

Bloomberg US Agg Bond TR USD 5.13 0.17 1.70

IA SBBI US Large Stock TR USD Ext 29.78 14.15 15.65

MSCI EM NR USD 54.31 7.54 10.66

Russell 2000 TR USD 43.08 6.61 11.21

S&P 500 Sec/Energy TR USD 42.50 21.34 9.57

US Fund Diversified Emerging Mkts 51.23 6.99 9.78

US Fund Money Market-Taxable 3.64 3.24 2.03

US Fund Multisector Bond 6.56 2.82 3.86

US Fund Nontraditional Bond 5.48 2.49 3.44

US Fund Short-Term Bond 4.43 2.40 2.47

US Fund Ultrashort Bond 4.43 3.55 2.69

Index Definitions:
• The S&P 500 Index is an unmanaged index that is generally considered representative of the U.S. stock market and includes 500 large-capitalization U.S. companies. Performance may be 

shown on a price return or total return basis, with total return including reinvested dividends.
• The S&P 500 Energy Index is an unmanaged index that measures the performance of those companies included in the S&P 500 Index that are classified in the energy sector under the 

Global Industry Classification Standard (GICS). Performance may be shown on a price or total return basis.
•  The MSCI EM NR USD measures the performance of the large and mid cap segments of emerging market equity securities. It is free float-adjusted market-capitalization weighted.
• The Bloomberg U.S. Aggregate Bond Index is an unmanaged index that measures the performance of the U.S. investment-grade, fixed-rate, taxable bond market, including U.S. Treasuries, 

government-related securities, corporate bonds, mortgage-backed securities, asset-backed securities, and commercial mortgage-backed securities. Performance is shown on a total return 
basis.

• The IA SBBI U.S. Large Stock Index is an unmanaged index from the Ibbotson® Stocks, Bonds, Bills, and Inflation® (SBBI®) series that represents the historical performance of U.S. large-
capitalization stocks and is commonly used for long-term historical market analysis.

• The Morningstar US Diversified Emerging Markets represents the average performance of emerging market mutual funds as defined by Morningstar and is not an investable index.
• The Morningstar US Fund Multisector Bond Funds represents the average performance of funds classified by Morningstar as multisector bond and is not an investable index.
• The Morningstar US Fund Nontraditional Bond is an average of funds within the US Fund nontraditional bond category as defined by Morningstar.
• The Morningstar US Fund Short-term Bond is an average of funds within the US Fund Ultrashort Bond category as defined by Morningstar.

This information is derived from sources that are considered reliable, but BlackRock does not guarantee the veracity, currency, completeness or accuracy of this information.

Index performance is for illustrative purposes only.  Index performance does not reflect any management fees or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not guarantee future results.
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Student of the Market: June 2026
Source: Morningstar. Performance data quoted represents past performance and is no guarantee of future results. Current performance may be lower or higher than that shown. ©2026 
Morningstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the confidential and proprietary information of Morningstar, (2) may include, or be 
derived from, account information provided by a financial advisor which cannot be verified by Morningstar, (3) may not be copied or redistributed, (4) do not constitute investment advice 
offered by Morningstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security, and (6) are not warranted to be correct, complete or accurate. 
Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or 
opinions or their use. 

Important notes:

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any 
investment strategy. The opinions expressed are as of 5/30/2026 and may change as subsequent conditions vary. The information and opinions contained in this material are derived from 
proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Past performance is no guarantee of future 
results. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

Investing involves risk, including loss of principal

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any 
investment strategy. The opinions expressed are as of the date indicated and may change as subsequent conditions vary. The information and opinions contained in this material are derived 
from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or 
reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any person by reason of negligence) is accepted by BlackRock, its officers, 
employees or agents. This material may contain “forward-looking” information that is not purely historical in nature. Such information may include, among other things, projections and 
forecasts. There is no guarantee that any of these views will come to pass. Reliance upon information in this material is at the sole discretion of the viewer.

Fixed income risks include interest-rate and credit risk. Typically, when interest rates rise, there is a corresponding decline in the value of debt securities. Credit risk refers to the possibility that 
the debt issuer will not be able to make principal and interest payments. 

Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. It is not possible to invest directly in an index. Investing involves risks, including 
possible loss of principal.  This information should not be relied upon as research, investment advice, or a recommendation regarding any products, strategies, or any security in particular. This 
material is strictly for illustrative, educational, or informational purposes and is subject to change.

© 2026 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC. Member FINRA.
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