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A welcome loss of concentration in markets...

So, about that broadening in market performance that | flagged a couple of months back...

It was, indeed, the case that there was a notable rotation in the market that began in October and
ran until the end of February — over that span, the top 10 stocks by market capitalization in the
S&P 500 Index' were cumulatively down 6.6%, while all other stocks in the index were up 5.7%.
For those four months, the capitalization-weighted S&P 500 was effectively flat (+0.6% price return)
while the equal-weighted version of the index? was up 8.9% — this type of market environment with
broader performance gains tends to be highly beneficial for active managers' relative performance
(more on this later).

Since the end of February, however, the tide has turned sharply again, thanks to the combination
of the impact of geopolitical uncertainties and, more notably, the “artificial intelligence” focus
returning to the fore. Over the last three months ended May 31, those top 10 largest stocks that
account for 40% of the U.S. large cap benchmark are up 17%, while the remainder of the S&P 500
is up “only” 5.8% — the cap-weighted S&P 500 (+10.2% price return) has taken back its lead over
the equal-weighted counterpart (+1.8%).

Contribution to S&P 500 price return
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Source: Guardian Capital LP, based on author’s calculations using data from Bloomberg to May 31, 2026

* The S&P 500 is an index of 500 stocks designed to reflect the risk/return characteristics of the large-cap US equity universe.
2 The S&P 500® Equal Weight Index (EWI) is the equal-weight version of the widely used S&P 500. The index includes the same constituents as the capitalization weighted
S&P 500, but each company in the S&P 500 EWI is allocated a fixed weight - or 0.2% of the index total at each quarterly rebalance.
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Note, however, that the concentration story of late is actually much more significant than even this
suggests.

Those 10 largest stocks span five sectors (Information Technology, Communication Services,
Consumer Discretionary, Consumer Staples and Health Care) and two of these stocks are down
since February (Meta and Walmart).

If, however, we look at the stocks making the largest contribution (index weight X return) to overall
returns over the last three months, the top 10 contributors account for 90% of the total price gains
in the S&P 500 — eight of these stocks are in the Information Technology sector, with five of them
in semiconductors, two in hardware and one in software (the other two are in the Consumer
Discretionary and Communication Services sectors).
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So, the performance gains have been narrow not just across stocks but subsectors and sectors as
well, which makes it extremely difficult for active managers to outperform market benchmarks —
any portfolio that does not have exposure to those names/subsectors/sectors, or is relatively
underweight versus the benchmark, is pretty much guaranteed to underperform. It is not a
coincidence that 80% of all U.S. fund managers have underperformed the broad market over the
three years ended 2025 (see Report 1a on page 123; America’s weight in the world index has
factored into that number being closer to 90% for Global fund managers*) — and has driven

3 SP Global, S&P Dow Jones Indices, SPIVA® U.S. Scorecard, Year-End 2025, Page 12 - Reports Report 1a: Percentage of U.S. Equity Funds Underperforming Their

Benchmarks (Based on Absolute Return), June 2, 2026, https://www.spglobal.com/spdji/en/documents/spiva/spiva-us-year-end-2025.pdf
4 S&P Global, SPIVA data, Results by Region, June 2, 2026, https://www.spglobal.com/spdji/en/research-insights/spiva/
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continued investment flows into passive® market-tracking investment products (which exacerbates
the issue of market concentration, since it means more money flows to the biggest names).

Share of S&P 500 constituents outperforming the Index (LHS); and
S&P 500 Index returns relative to S&P 500 Equal Weight Index (RHS)
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*2026 is year-to-May; source: Guardian Capital LP, based on data from Bloomberg and Ned Davis Research
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5 Morningstar, Manager Research, April 2026, US Fund Flows, June 2, 2026, https://www.morningstar.com/content/cs-
assets/v3/assets/bltd415eadccd 157833/bltba7e6025451a8539/62060b68aa1d130f94cb5b53/April 2026 US Fund Flows.pdf
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This commentary is for general informational purposes only and does not constitute investment,
financial, legal, accounting, tax advice or a recommendation to buy, sell or hold a security. It shall
under no circumstances be considered an offer or solicitation to deal in any product or security
mentioned herein. It is only intended for the audience to whom it has been distributed and may not
be reproduced or redistributed without the consent of Guardian Capital LP. This information is not
intended for distribution into any jurisdiction where such distribution is restricted by law or
regulation.

The opinions expressed are as of the date of publication and are subject to change without notice.
Assumptions, opinions and estimates are provided for illustrative purposes only and are subject to significant
limitations. Reliance upon this information is at the sole discretion of the reader. This document includes
information concerning financial markets that were developed at a particular point in time. This information
is subject to change at any time, without notice, and without update. This commentary may also include
forward-looking statements concerning anticipated results, circumstances, and expectations regarding future
events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent
risks and uncertainties. There is significant risk that predictions and other forward-looking statements will not
prove to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease in
response to economic, political, regulatory and other developments. Investments in foreign securities involve
certain risks that differ from the risks of investing in domestic securities. Adverse political, economic, social
or other conditions in a foreign country may make the stocks of that country difficult or impossible to sell. It
is more difficult to obtain reliable information about some foreign securities. The costs of investing in some
foreign markets may be higher than investing in domestic markets. Investments in foreign securities are also
subject to currency fluctuations. The risks and potential rewards are usually greater for small companies and
companies located in emerging markets. Bond markets and fixed-income securities are sensitive to interest
rate movements. Inflation, credit and default risks are all associated with fixed-income securities.
Diversification may not protect against market risk and loss of principal may result. Index returns are for
information purposes only and do not represent actual strategy or fund performance. Index performance
returns do not reflect the impact of management fees, transaction costs or expenses. Certain information
contained in this document has been obtained from external parties, which we believe to be reliable; however,
we cannot guarantee its accuracy.

Guardian Capital LP is the manager and portfolio manager of the Guardian Capital Funds and Guardian
Capital ETFs, with capabilities that span a range of asset classes, geographic regions and specialty
mandates. Additionally, Guardian Capital LP manages portfolios for institutional clients such as defined
benefit and defined contribution pension plans, insurance companies, foundations, endowments and
investment funds. Guardian Capital LP is an indirect wholly owned subsidiary of Desjardins Global Asset
Management Inc., which is part of the Desjardins Group. For further information on Guardian Capital LP, visit
www.quardiancapital.com.
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