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Market Commentary
U.S. equities rebounded sharply in the second quarter, with the S&P 500 Index returning 15.2% 
and reaching a new record high late in the quarter. Performance was driven by de-escalation of 
the Iran conflict, a sharp decline in oil prices from April highs, and a renewed rally in AI-related 
technology stocks. The technology-heavy Nasdaq Composite returned 21.6%, its strongest 
quarterly return since the second quarter of 2020, while small caps also participated, with the 
Russell 2000 up 21.5% as the leadership broadened in June. Sector performance was led by 
information technology, up 31.8%, and industrials, up 14.9%, while energy was the standout 
laggard, down 13.5%, as oil prices reversed lower following the ceasefire between the U.S. and Iran.
The U.S. bond market posted a modestly positive return during the quarter. The Bloomberg US 
Aggregate Bond Index rose 0.7%, as coupon income offset modest negative price returns. The 
2-year Treasury yield rose from 3.79% at the end of March to 4.17% by June 30, while the 10-
year Treasury yield increased from 4.32% to 4.47%. The Treasury curve flattened in the belly 
during the quarter, with 2- to 5-year yields rising 28 to 38 basis points as the market repriced 
Fed policy expectations following Chair Warsh’s appointment, while 20- and 30-year yields rose 
only 4 to 5 basis points. Investment grade credit spreads were largely stable as risk sentiment 
improved at the end of the quarter.
Economic data suggested the U.S. economy continued to expand, though at a moderating 
pace. Consumer activity remained supportive, with personal consumption expenditures rising 
0.7% in May. Surveys from the Institute of Supply Management (ISM) showed services and 
manufacturing activity stayed in expansion territory. Both the Non-Manufacturing and 
Manufacturing Purchasing Managers Indices (PMI) registered 54.0 and 53.3 in June, 
respectively, marking the 24th consecutive month in expansion territory for the Non-
Manufacturing PMI and the sixth consecutive month of expansion for the Manufacturing PMI.
Labor market conditions softened during the quarter. Nonfarm payrolls rose by just 57,000 in 
June, well below expectations, and April and May payrolls were revised down by a combined 
74,000. Despite the weaker payroll trend, the unemployment rate declined to 4.2% at the end of 
the quarter, largely reflecting a drop in the labor force participation rate to 61.5%, the lowest 
level since March 2021. Hiring became increasingly concentrated in professional and business 
services, healthcare, and social assistance, while leisure and hospitality shed 61,000 jobs in June.
Inflation moved higher during the quarter, driven almost entirely by energy prices tied to the 
conflict in the Middle East. Headline Consumer Price Index (CPI) rose to 4.2% year-over-year in 
May, the highest reading since April 2023, while core CPI was 2.9% year-over-year, reflecting 
more contained underlying pressures. The Fed’s preferred inflation gauge, the Core Personal 
Consumption Expenditures (PCE) Price Index, rose to 3.4% year-over-year in May, the highest 
since October 2023. With WTI crude oil peaking at approximately $113 on April 7 before falling 
at the end of the quarter to approximately $70 following the ceasefire between the U.S. and 
Iran, the recent rise in headline inflation is expected to moderate in the months ahead.
Against this backdrop, the Fed left the federal funds target range unchanged at 3.50% to 3.75% 
at both its April and June meetings. The June 16-17 meeting was Chair Warsh’s first, following 
Jerome Powell’s May departure, and the Committee voted unanimously to hold rates. The June 
Summary of Economic Projections turned meaningfully hawkish, with the median 2026 dot 
rising to 3.75% from 3.375% in March, implying an additional 25-basis-point rate hike by year-
end. Fed funds futures repriced sharply during the quarter, moving from an easing bias of no 
changes to 1 rate cut at the start of the second quarter to a tightening bias of 1 to 2 hikes by 
year-end.
Looking ahead, the U.S. economy appears set to remain in an environment of slower growth 
characterized by supportive consumer activity, cooling labor demand, and elevated but supply-
driven inflation. AI-related capital spending, particularly datacenter buildout, has become an 
increasingly important contributor to economic growth, supporting business investment and 
offsetting weakness in more rate-sensitive sectors. Markets will likely remain focused on the 
pace at which energy-driven inflation moderates in the second half of the year, whether hiring 
stabilizes at the softer June pace or deteriorates further, and how much conviction the Fed 
builds around delivering the hike signaled in the June Summary of Economic Projections. 
Volatility around trade policy, the durability of the Middle East ceasefire, and the AI capital-
spending cycle are likely to remain dominant catalysts through year-end.

Key Takeaways
 

• The S&P 500 Index rebounded 15.2% in the 
second quarter, as the deescalation of the 
Iran conflict, lower oil prices, and renewed 
enthusiasm for artificial intelligence (AI) 
drove U.S. equities to record highs.

• The Bloomberg US Aggregate Bond Index 
rose 0.7% in the second quarter, as coupon 
income offset modest negative price returns 
from higher intermediate-maturity yields.

• Economic data pointed to a still-expanding 
U.S. economy, though hiring slowed 
materially in June, headline inflation reached 
a three-year high on energy prices, and the 
Federal Reserve (the Fed), under new Chair 
Kevin Warsh, shifted its bias from cuts 
toward a possible hike later in 2026.
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As of 06/30/26, the average annual returns for CRAIX for 1-year, 5-year, 10-year and since inception (08/30/1999) were 3.45%; 0.19%; 0.91%; and 3.10%. The 
average annual returns for CRANX for 1-year, 5-year, 10-year and since CRANX inception (03/2/07) were 3.92%; 0.64%; 1.37%; and 2.67%. The average annual 
returns for CRATX for the same periods were 3.56%; 0.31%; 1.01%; and 2.32%. As of 06/30/26, the 30-Day SEC yield for the CRA Shares, Institutional Shares, 
and Retail Shares was 3.22%, 3.67%, and 3.32%, respectively. Performance quoted is past performance and does not guarantee future results. Current 
performance may be lower or higher than the performance data quoted. An investor’s investment return and principal value will fluctuate so that your shares, 
when redeemed, may be worth more or less than your initial cost. To obtain the most recent month-end performance, call 888-272-0007. The annual operating 
expenses for the CRA Qualified Investment Fund’s CRA Shares, Institutional Shares, and Retail Shares is 0.87%; 0.42% and 0.77%, respectively.
Data sources: Bloomberg and eVestment Alliance. CCM is an investment adviser registered with the Securities and Exchange Commission under the 
Investment Advisers Act of 1940.
Risk Considerations: Investing involves risk, including possible loss of principal. Bonds and bond funds will decrease in value as interest rates rise. The CCM 
Community Impact Bond Fund is not diversified. High yield bonds involve greater risks of default or downgrade and are more volatile than investment grade 
securities, due to the speculative nature of their investments. There is no guarantee the investment objective or goals of the Fund will be achieved. Holdings are 
subject to change.
This material must be preceded or accompanied by the current Fund prospectuses. Please read them carefully before investing. The Funds are distributed by 
SEI Investments Distribution Co., which is not affiliated with Community Capital Management, LLC.
This fund involves impact risk. The Adviser may select or exclude securities of certain companies for reasons other than performance and, as a result, the 
Fund may underperform other funds that do not use an impact screening process. Impact investing is qualitative and subjective by nature. There is no 
guarantee that impact criteria used by the Adviser will reflect beliefs or values of any particular investor.
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Portfolio Commentary
In the second quarter of 2026, the CCM Community Impact Bond Fund (the Fund) CRA 
Shares (CRAIX), Institutional Shares (CRANX), and Retail Shares (CRATX) posted returns 
of 0.37%, 0.48%, and 0.39%, respectively, on a net of fees basis. The Intermediate 
component of the Bloomberg Aggregate Bond Index (the Benchmark) posted a return of 
0.47%.

Duration and Yield Curve Positioning
Interest rates remained volatile during the quarter, with yields increasing by 0 to 35 basis 
points across the yield curve amid persistently high oil prices and rising inflation. The 
10-year U.S. Treasury yield reached a 2026 high of 4.67% in mid-May before declining to 
4.46% by quarter end as tensions surrounding the Iran conflict eased. Rates rose the 
most in the 1- to 5-year segment of the yield curve ending the quarter flatter than where 
it started. The team maintained its outlook for rangebound interest rates and, with rates 
near the upper end of the expected range, kept the portfolio modestly overweight 
duration throughout the quarter, ranging from 0.05 to 0.23 years. The portfolio 
maintained a barbel positioning, capturing attractive income opportunities at the long 
end of the yield curve. While the portfolio’s longer duration positioning was a modest 
detractor, the barbell structure added value as interest rates rose most significantly in 
the 1- to 5-year part of the curve.

Sector Allocation and Composition
Despite higher interest rates during the quarter, the Benchmark’s three major sectors—
U.S. Treasuries, agency MBS, and corporates—generated positive returns of 0.18%, 
0.58%, and 0.98%, respectively, as coupon income more than offset price declines. Within 
corporates, lower-rated BBB bonds led performance, returning 1.22% as investor 
confidence improved following the volatility experienced in the first quarter. In the MBS 
market, lower-coupon agency MBS pools underperformed due to their greater extension 
risk amid rising rates.

Sector allocation was a positive contributor to relative performance during the quarter. 
The Fund benefited from its overweight exposure to non-agency ABS, particularly solar 
bonds, which continued to rebound from their 2025 price declines. The Fund’s structural 
underweight to U.S. Treasuries, averaging 9.8% versus 44.5% for the Benchmark, also 
aided performance, given Treasuries relatively modest returns. Within agency MBS, the 
Fund’s underweight positions in lower-coupon and 15-year pools also added value, as 
both segments lagged the broader MBS market. Partially offsetting these gains was the 
Fund’s higher-quality profile, including a structural underweight to BBB-rated bonds, 
which outperformed other credit quality segments within the Benchmark.

Positioning Changes
With geo-political tensions easing from earlier-quarter levels, the team took advantage of 
higher yields and increased duration exposure, ending the quarter with a larger 
overweight than it held at the outset. Given persistently tight credit spreads, security 
selection remained a key driver of relative performance, leading to portfolio adjustments 
within the corporates and non-agency solar ABS segments.

Portfolio Contributors
 

• Underweight U.S. Treasuries

• Overweight solar non-agency asset-backed 
securities (ABS)

• Yield curve positioning

 Portfolio Detractors
 

• Underweight BBB-rated bonds

• Longer duration 

• Underweight corporates
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