
Quarterly Market Review – Q3 2025



The third quarter was much steadier in global 
markets after a tumultuous first half of 2025. US 
tariffs had a more modest effect than feared, but 
also the US economy and corporate earnings have 
proven much stronger than expected.

International equities are significantly outperforming 
US indices year to date, but the gap has narrowed 
since Q1. After a second consecutive 10% or higher 
quarterly return, Emerging Market equities have 
roared to a 28% return as the best performing asset 
class this year.

Aggregate fixed income posted another positive 
quarterly return as expectations for interest-rate 
cuts pushed yields lower. Municipal bonds 
rebounded in Q3 to post their first quarterly gain this 
year.

Global Markets Returns were solid across asset classes in Q3
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Source: Bloomberg. Note: Chart data represents Russell 3000, MSCI EAFE, MSCI EM, Bloomberg Aggregate Bond, 
Bloomberg Municipal Bond. Data as of 9/30/2025.
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Small cap stocks returned over 12% in Q3 across 
the style spectrum, outperforming the mid and 
large cap indices. Growth stocks delivered strong 
returns in large and small cap, but returns were 
muted in mid cap after huge gains in Q2.

Year to date, US equities are delivering excellent 
returns. Large cap growth has dominated with 
+17.0% returns to date, but returns across the size 
and style spectrum have been impressive.

US Equity Performance Small cap stocks outperformed in Q3

Source: Bloomberg. Note: Chart data represents Russell Top 200, Russell Midcap, and Russell 20003   |   First Citizens Wealth ©2025

QTD US Equity Returns
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2025 YTD US Equity Returns
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The S&P 500 rose 8% in the third quarter, and the 
index has gained 14% this year even despite the 
sharp selloff in April. The index hit 23 all time highs 
in 64 trading days.

Since 2010, on average the S&P 500 has spent at 
least a day each quarter 10% below the all-time 
high. Since 1980 – a period including more bear 
markets – this is closer to a 15% drawdown. But in 
Q3 the worst selloff from peak was just 2.4%, in the 
97th percentile of mildest quarters since 1980 and 
among the most benign periods for the index on 
record.

This remarkable quarterly performance following the 
extreme volatility in Q2 serves as a reminder to us of 
the danger of trying to time markets as well as the 
importance of staying invested for the long term. 

US Equity Performance The S&P 500 had a remarkably benign quarter

Source: Bloomberg. Data as of 9/30/2025. 4   |   First Citizens Wealth ©2025
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In the third quarter, investors were focused on the 
outlook for interest-rate cuts from the Federal 
Reserve. By September, markets had priced three 
quarter-point rate cuts, driving down Treasury yields 
within the 1-year duration. 

Over the summer, Fed policymakers pivoted to 
emphasize the risks of a softening labor market over 
the risks of above-target inflation. As a result, 
markets have taken the Fed’s projection for 
additional rate cuts at face value, even though the 
economy has proven resilient. 

Rate cuts directly affect the short end of the yield 
curve, but there is no rule that longer-term yields 
must follow them lower. In fact, when the Federal 
Reserve cut interest rates a year ago, the 10-year 
Treasury yield moved significantly higher in 
subsequent months.

Fixed Income Yields moved modestly lower in Q3

Source: Bloomberg. Data as of 9/30/2025. 5   |   First Citizens Wealth ©2025
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Yields remain attractive despite recent interest-rate 
cuts. Q3 saw less volatility in fixed income compared 
to past quarters, and the 10-year Treasury yielded 
4.15% yesterday, just 8 basis points lower than on 
June 30.

Yields are below their peaks over the last couple of 
years, but we still see attractive opportunities for 
fixed income investors.

Fixed Income Yield levels remain attractive

Source: Bloomberg6   |   First Citizens Wealth ©2025

Yield-to-Worst

Index As of 9/30/2025

2-Year Treasury 3.6%

10-Year Treasury 4.2%

Aggregate Bond 4.4%

Intermediate Government/Credit 4.0%

Municipal Bond 3.7%

Investment Grade Corporate Bond 4.8%

High Yield Corporate Bond 6.7%

US Fixed Income Indices



Credit spreads for investment grade and high yield 
corporate bonds have continued to narrow and are 
at or near historic levels of tightness.

Credit spreads are a good proxy for perceived risk, 
and fixed income markets are not currently pricing 
an imminent dislocation. We would expect to see a 
widening of spreads before any severe economic 
downturn.

Fixed Income Corporate credit spreads tightened even further

Source: Bloomberg. Data as of 9/30/2025. 7   |   First Citizens Wealth ©2025
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Authors Important disclosures

This material is for informational purposes only and is not intended to be an offer, specific investment strategy, 
recommendation, or solicitation to purchase or sell any security or insurance product, and should not be construed as legal, 
tax or accounting advice.  Please consult with your legal or tax advisor regarding the particular facts and circumstances of 
your situation prior to making any financial decision. While we believe that the information presented is from reliable 
sources, we do not represent, warrant, or guarantee that it is accurate or complete. 

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal 
government agency and may lose value.  They are not deposits or other obligations of or guaranteed by any bank or bank 
affiliate and are subject to investment risks, including possible loss of the principal amounts invested.  

About the Entities, Brands and Services Offered

First Citizens Wealth  (FCW) is a marketing brand of First Citizens BancShares, Inc., a bank holding company. The following 
affiliates of First Citizens BancShares are the entities through which FCW products are offered. Brokerage products and 
services are offered through First Citizens Investor Services, Inc. (”FCIS”) , a registered broker-dealer, Member FINRA and 
SIPC.  Advisory services are offered through FCIS, First Citizens Asset Management, Inc. and SVB Wealth LLC, all SEC 
registered investment advisers.  Certain brokerage and advisory products and services may not be available from all 
Investment Professionals, in all jurisdictions, or to all investors.
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