
 
 
 
 
 
 
 

 

 

 

 

 

Market leadership is beginning to broaden beyond the Magnificent 7, and down-cap equities, both mid- and small-cap 
stocks, are providing great opportunities for investors looking to diversify concentrated, large-cap growth positions. Down-
cap equities are currently undervalued relative to large-cap stocks and generally under-owned within portfolios, meaning 
these segments of the market have both tremendous potential and ample runway to outperform. But most importantly, 
the chart1 above shows that small- and mid-cap stocks are finally delivering on the most critical driver of stock market 
returns – earnings growth. Earnings growth revisions for down-cap stocks have been consistently positive and 
meaningfully stronger than revisions for large-caps, leading small and mid-cap stocks to outperform. Year-to-date, the 
Russell 2000 Small-Cap Index (0.14%), the Russell 2500 Smid-Cap Index (1.07%), and the Russell Midcap Index (0.85%) are 
all positive, despite the market volatility in response to the Iran conflict and the spike in oil prices, while large-cap stocks, 
as measured by the S&P 500 (-2.86%), the Dow Jones (-2.75%), or the NASDAQ (-4.77%), are solidly negative. 

Ironically, small companies make up the vast majority of businesses in the U.S., account for an outsized portion of recent 
job growth, and, if measured collectively, would be the single largest employer in the country, but are significantly 
underrepresented within investor portfolios.2 Solid economic growth, interest rate cut expectations, and an improving 
regulatory environment with the One Big Beautiful Bill Act (OBBBA) together create favorable conditions for down-cap 
equities. Strongly positive recent earnings growth revisions indicate that small companies are responding and excelling in 
the current environment and may be poised for a good stretch of outperformance looking forward. 
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Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of 
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global 
Market and Capital Market. The index was developed with a base level of 100 as of February 5, 1971. 

Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders 
in their industry. It has been a widely followed indicator of the stock market since October 1, 1928. 

Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent 
approximately 25% of the total market capitalization of the Russell 1000 Index. 

Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing approximately 8% of the 
Russell 3000 total market capitalization. The real-time value is calculated with a base value of 135.00 as  
of December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 

Russell 2500: The Russell 2500 Index measures the performance of the small to mid-cap segment of the US equity universe, commonly referred to 
as the “smid” cap. 

Disclosures 

The statements provided herein are based solely on the opinions of the Osaic Research Team and are being provided for general information 
purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other 
financial instruments. Any opinions provided herein should not be relied upon for investment decisions and may differ from those of other 
departments or divisions of Osaic Wealth, Inc. (“Osaic”) or its affiliates.  

Certain information may be based on information received from sources the Osaic Research Team considers reliable; however, the accuracy and 
completeness of such information cannot be guaranteed. Certain statements contained herein may constitute “projections,” “forecasts” and other 
“forward-looking statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical set of 
assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-looking statements presented herein 
reflect the judgment of the Osaic Research Team only as of the date of this document and are subject to change without notice. Osaic has no 
obligation to provide updates or changes to these opinions, projections, forecasts and forward-looking statements. Osaic is not soliciting or 
recommending any action based on any information in this document. 

Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect against loss. In general, the 
bond market is volatile; bond prices rise when interest rates fall and vice versa. This effect is 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. Vehicles that invest in lower-rated debt 
securities (commonly referred to as junk bonds or high-yield bonds) involve additional risks because of the lower credit quality of the securities in 
the portfolio. International investing involves special risks not present with U.S. investments due to factors such as increased volatility, currency 
fluctuation, and differences in auditing and other financial standards. These risks can be accentuated in emerging markets. 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are 
unmanaged and investors are not able to invest directly into any index. Past performance cannot guarantee future results. 

Securities and investment advisory services are offered through the firms: Osaic Wealth, Inc. and Osaic Institutions, Inc., broker-dealers, registered 
investment advisers, and members of FINRA and SIPC. Securities are offered through Osaic Services, Inc. and Ladenburg Thalmann & Co., broker-
dealers and members of FINRA and SIPC. Advisory services are offered through Ladenburg Thalmann Asset Management, Inc., Osaic Advisory 
Services, LLC. and CW Advisors, LLC., registered investment advisers. Advisory programs offered by Osaic Wealth, Inc. are sponsored by VISION2020 
Wealth Management Corp., an affiliated registered investment adviser. 8821911 
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