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For several weeks, the S&P 500 has been treading water. After reaching an 
all-time high on June 2, the index has traded in a relatively tight range and 
sits only about 2.5% below its peak. That resilience is remarkable given a 
backdrop of potentially market-moving developments: a new Federal 
Reserve chair, a shifting tariff regime, intermittent hostilities between the 
U.S. and Iran, and an approaching election season.

While the index appears to be shrugging off these events, many individual 
stocks are not. The S&P 500 may be down only 2.5% from its high, but most 
of the stocks within the index are down much further. More than half of S&P 
500 constituents are now over 10% below their 52-week highs, placing them 
in correction territory. Even more striking, 158 stocks—nearly one-third of 
the index—are down more than 20%, effectively putting that group in a 
stealth bear market.

How can the index be largely unchanged while so many of its components 
are struggling? The answer lies in the index's construction. As a market-cap-
weighted benchmark, the S&P 500's performance is driven 
disproportionately by its largest companies. Several of those companies 
have held up far better than the average stock. Apple, for example, is up 
more than 9% since the index peaked on June 2.

The strength of a handful of index heavyweights has masked the weakness 
beneath the surface. The silver lining is that much of the correction has 
already been borne by a majority of stocks, which may create opportunities 
for investors with exposure beyond the market's largest names.

The Market Beneath the Index
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