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Agenda

• Equities Challenges

• Equities Opportunities

• Fixed Income



Equities Investment Backdrop
Challenges

3



See disclosures at end of document.

The S&P has had a good run and particularly since 2020
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Global stock 
markets rallied 
since 2025 in 
most countries

The US 
underperformed 
in 2025 and 2026 
YTD but 
outperformed 
most of the time 
from 2008-2025. 

Source: JP Morgan Asset Management 
Past performance is not a guarantee or predictor of future performance.
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As stock 
investors be 
prepared for 
market 
volatility:

10-20% 
corrections 
have occurred 
in 17 of the last 
45 years

Stock bear 
markets have 
occurred in 9 of 
the last 45 
years 
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The S&P 
valuation 
has 
retreated 
year-to-date 
but remains 
elevated 
versus 
history

Source: JP Morgan Asset Management 
Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes. 
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History suggest high valuations usually correlate with lower returns over the next 3-5 years

The Shiller P/E ratio is calculated by dividing the current price by the average inflation-adjusted 10-year EPS of an index or company. To calculate the 
Shiller P/E ratio, you adjust the past ten year’s S&P 500 company earnings for inflation using CPI, sum then up and then divide them by 10. The Shiller 
P/E ratio is also known as the Cyclically Adjusted Price to Earnings (CAPE) Ratio or PE 10 Ratio.

Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes. 
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Past performance is not a guarantee or predictor of future performance.

Earnings grew 13% in 2025. Earnings are expected to grow 18% in 2026. 
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S&P sales 
and earnings 
growth have 
and are 
expected to 
be a bright 
spot 

10

Source: JP Morgan Asset Management
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Analysts expect 
solid & similar 
earnings growth 
globally over the 
next 2 years. 

US relative 
earnings growth 
exceeded the 
Eurozone and 
China throughout 
most of 2020-2025. 

Source: JP Morgan Asset Management
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Earnings have been coming in above expectations. Consensus estimates are 
factoring in solid growth. Earnings risk is noteworthy if a recession occurs. 

Source: Candor Asset Advisors and FactSet

Past Recessions If Recession Starts in Implied
2024 2025 2026 Since 2001 2026E Revision

Sales Per Share $508.59 $547.24 $592.66 $541.69 -1.0%
Annual Growth 3.8% 7.6% 8.3% -1.0%

EPS $210.17 $238.54 $280.29 $131.53 -44.9%
Annual Growth 9.2% 13.5% 17.5% -44.9%

Dividend Per Share $74.83 $78.92 $98.10 $77.27 -2.1%
Annual Growth 5.1% 6.4% 5.5% -2.1%

Average of Three -16.0%

Consensus Estimates
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The S&P is 
top heavy 
now

Source: JP Morgan 
Asset Management
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Stock market returns are usually more muted after times of great 
market concentration. The 2020s have been an outlier to date. 
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Average Annual Large 
Cap Stock Returns  
1925-2024 12.2%

Average Returns During 
Decades When Stock 
Market Concentration was 
more pronounced
1930s 5.3%
1960s 8.7%
1970s 7.5%
2000s 1.2%
2020-2024 15.7%

Source: Ibbotson
Note, the current top 10 S&P weight as of 4/8/26 is 38%.
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8 of the top 10 S&P constituents are primarily tech plays  
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Notice how 
4 of these 
companies were 
founded in the 
1990s and 2 were 
founded in the 
2000s.

That is 
capitalism’s 
creative 
destruction at 
work.
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Magnificent 7 Stocks 
outperformed in 2021, 
and 2023-2025 but are 
underperforming year-
to-date

Magnificent 7 relative 
earnings growth remains 
impressive suggesting 
these stocks deserve 
another look
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Mag 7: Apple <AAPL>, Alphabet <GOOGL>, Meta <META, Microsoft <MSFT>, Nvidia <NVDA>, and Tesla <TSLA> 
Source: JP Morgan Asset Management 
Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes. 
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4 of the 7 Magnificent 7 stocks are AI hyper scalers. They are rapidly increasing 
cap x in the hope of delivering great productivity gains for their clients. These 
companies’ free cash flow have materially declined. Will their investments pay off 
and reward investors? Time will tell.   
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Will the AI investment 
ROIs prove attractive? 
• Early data is mixed

• Bears cite: A MIT study 
highlighted 95% of AI pilots fail to 
deliver a meaningful financial 
return. According to IBM, only 
25% of AI projects yield a 
positive ROI, with just 16% 
scaling beyond pilot phase. 

• Bulls cite: According to SAP, a 
16% ROI is expected in one year 
and 31% within 2 years. 
According to Financial Times 
Longitude, successful AI 
implementors report a 136% ROI 
over 3 years in the form of strong 
sales and gross profit growth. 
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Equity Challenges 
• The S&P has been on a good run over the long run and especially since 2020.
• The stock market had a strong 2025 & 2026 YTD and the US underperformed. 

The US outperformed most of the last 15 years. 

• Stocks come with volatility. Stock corrections have occurred 38% of the time over 
the last 45 years. Stock bear markets occurred 20% of the time since 1980. 

• The S&P’s valuation remains elevated, but it has modestly retreated year-to-date.
• Elevated US stock market valuations suggest muted stock returns for the next 3-

10 years 

• The stock market follows earnings growth and profitability over time
• Current sales and profit estimates assume strong growth in 2025 & 2026

• Current sales and profit estimates face significant cuts if a recession occurs

Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes.
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Equity Challenges Continued 

• 10 of 12 stock bear markets since 1945 occurred around a recession
• The average stock bear market decline since 1945 was 33.6% and it 

lasted 12 months. It took 1.7 years on average for the S&P to get back to 
breakeven.

• The S&P is top heavy now
• High stock market concentration usually correlates with muted stock 

returns over the next 3-10 years 
• 8 of the top 10 S&P constituents are tech plays
• The Magnificent 7 outperformed in 2021, 2023-2025 but have 

underperformed 2026 YTD. 
• 4 of the Magnificent 7 are significantly increasing capital expenditures due 

to strong customer demand around AI productivity projects. 
• AI return on investment studies are inconclusive to date. 

Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes.



Equities Investment Backdrop
Opportunities

21



See disclosures at end of document.

US stock studies since the 1950s have stressed the same thing: 
The importance of staying invested
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Source: Peter Lynch One Up On Wall Street, Fidelity
Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes. 
Stocks are not guaranteed and have been more volatile than other asset classes. 

1954-1994 1988-2023
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Riding out the current rough patch is usually the best advice for most stock investors. ETF to consider: 
Vanguard Total Stock Market <VTI> as it is a low-cost global index.
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The US 
represents 
4% of the 
world’s 
population, 
27% of 
GDP and 
64% of 
world 
market cap 

Source: JP Morgan Asset Management and International Monetary Fund
Past performance is no guarantee of future results 
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EM earnings growth has 
caused YTD outperformance. 
Eurozone outperformance has 
been fueled by less multiple 
compression vs the US. 

Over 15 years earnings growth, 
multiple expansion and a stronger 
US $ generated stronger US 
returns 

In 2025 a weaker US $ and 
greater multiple expansion led 
to international equities 
outperforming. EM earnings 
growth stood out. 
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US equities have outperformed international developed markets most of the 
time since 2010. US equities tend to outperform when the US $ is stronger.
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Source: JP Morgan Asset Management
Past performance is no guarantee of future results 
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More rapid US government spending should 
make the US dollar less attractive over time

Source: 
International 
Monetary 
Fund
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Notable firms see more return potential abroad

Vanguard 
• 10 year NOMINAL average annual return 

forecasts
• US Equities +3.9-5.9%

• US large cap +3.8-5.8%
• US small cap +5.2-7.2%

• International Equities +4.6-6.6%
• Developed Economies Ex US +4.9-

6.9%
• Emerging Markets +3.2-5.2%
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Research Affiliates 
• 10 year REAL average annual return 

forecasts
• US Equities

• US large cap +1.1%
• US small cap +4.5%

• International Equities 
• Developed Markets Ex US 

+5.3%
• Emerging Markets +4.9%

Source: Vanguard 3/25/26 forecast, Research Affiliates Asset Allocation Interactive 4/9/26
Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset 
classes. 
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ETFs to consider for international broad equity exposure: Vanguard FTSE Developed Market 
ETF <VEA> and Vanguard FTSE Emerging Market ETF <VWO>
Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes. 
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Capitalism is characterized by creative destruction. Companies 
have a hard time staying on top by market capitalization. 
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US value has outperformed year-to-date 
while it is modestly attractive vs growth today
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Source: JP Morgan Asset Management
Past performance is no guarantee of future results 
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ETF to Consider for US Low Volatility Exposure: iShares MSCI USA Minimum Volatility <USMV>  
Past performance is not a guarantee or predictor of future performance.
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ETF to Consider for EAFE Low Volatility Exposure: Invesco S&P International Developed Low Volatility <IDLV>  
Past performance is not a guarantee or predictor of future performance.
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Stocks Sector Bottom-Up Analysis
Attractive Sectors: Communications & Information Technology
Unattractive Sectors: Consumer Staples, Industrials, Materials and Real Estate

35

Source: Candor Asset Advisors
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Equity Opportunities
• Trying to time the market is often a fool's errand because a significant portion of 

returns occur in short periods of time 
• Bull markets often exceed bear markets in duration and magnitude
• The US % of world market capitalization is near highs 
• US outperformance is often cyclical and associated with a stronger dollar, and the 

US has outperformed for an extended period recently 
• US fiscal policies may cause the US dollar to weaken over the intermediate term
• International developed and emerging markets’ valuations are only slightly 

elevated, and the relative valuation gap is attractive versus the US
• Consider broadening out your US equity exposure
• US & international developed low volatility stock funds and US value look 

relatively attractive 
• Stock sector wise communications and information technology are relatively 

attractive

Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes.



Fixed Income Investment Backdrop
Ballast for a portfolio
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Fixed income is often less volatile than stocks
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Fixed Income returns 
have been basically flat 
year-to-date.  

International debt 
returns were modestly 
hurt by a stronger US $ 

Source: JP Morgan Asset Management 
Past performance is not a guarantee or predictor of 
future performance.
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US fixed income 
returns are 
roughly flat year-
to-date.

US treasury debt 
has weak 
correlations to the 
S&P 500 while 
convertibles and 
US high yield are 
highly correlated 
to the S&P.

Source: JP Morgan Asset Management; Past performance is not a guarantee or predictor of future performance.
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In treasuries the short and 
intermediate end of the 
curve offer relative value. 

Investment grade 
corporates look ok. 

Converts and US high yield 
returns are more tied to 
equities than interest rate 
moves. 

TIPS, MBS, ABS and 
leverage loans seem well 
positioned for a change in 
rates. 

Source: JP Morgan Asset Management; Past performance is not a guarantee or predictor of future performance.
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Fixed income 
corporate 
spreads are 
tight while 
default rates 
are low but 
have 
increased 
year-to-date
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Do you want to lock in real yields? If so, consider Treasury Inflation 
Protected Securities that offer 1.3-2.7% real rates.
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Fixed Income Conclusions

• Fixed income is less volatile than stocks over the long run
• Fixed income has become relatively attractive versus stocks  
• Fixed income returns have been roughly flat year to date
• The yield curve has become more upward sloping
• Short and intermediate term debt offer relative value
• MBS and ABS appear well positioned for a change in rates
• Corporate investment grade and high yield spreads are tight 

now 
• TIPS offer relative value

Past performance is not a guarantee or predictor of future performance. Stocks are not guaranteed and have been more volatile than other asset classes.
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For more information

• Check out our website at:

www.candorassetadvisors.com

• We discuss where we see opportunities 
in stocks, fixed income and other asset 
classes in our investment strategy 
commentaries 

• Sign up to receive our insights by 
emailing us at:

• info@candorassetadvisors.com

• To schedule a conversation, use the 
following link:

• https://calendly.com/bhawes-
1/brief_conversation



48



49

William E. Hawes, CFA, CFP®
512 522-8501

bhawes@candorassetadvisors.com

1250 Capital of Texas Highway South
Building 3, Suite 400
Austin, Texas 78746

www.candorassetadvisors.com

Investment advisory and financial planning services offered through Candor Asset Advisors, LLC, a registered investment advisor.
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Disclosures
• Investment advisory and financial planning services offered through Candor Asset Advisors, LLC, a registered 

investment advisor.

• This material represents an assessment of the market and economic environment at a specific point in time 
and is not intended to be a forecast of future events, or a guarantee of future results. Forward-looking 
statements are subject to certain risks and uncertainties. Actual results, performance, or achievements may 
differ materially from those expressed or implied. Information is based on data gathered from what we believe 
are reliable sources. It is not guaranteed as to accuracy, does not purport to be complete and is not intended 
to be used as a primary basis for investment decisions. It should also not be construed as advice meeting the 
particular investment needs of any investor. Past performance does not guarantee future results.

• Stocks are not guaranteed and have been more volatile than other asset classes. Government bonds and 
Treasury bills are guaranteed by the full faith and credit of the United States government as to the timely 
payment of principal and interest.

• Exchange Traded Funds (ETF’s) are sold by prospectus. Please consider the investment objectives, 
risks, charges, and expenses carefully before investing. The prospectus, which contains this and 
other information about the investment company, can be obtained from the Fund Company or your 
financial professional. Be sure to read the prospectus carefully before deciding whether to invest.  An 
investment in the Fund involves risk, including possible loss of principal.

• Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed 
income investments are subject to various other risks, including changes in credit quality, liquidity, 
prepayments, and other factors. REIT risks include changes in real estate values and property taxes, interest 
rates, cash flow of underlying real estate assets, supply and demand, and the management skill and 
creditworthiness of the issuer.

• Indices are unmanaged and investors cannot invest directly in an index. Unless otherwise noted, performance 
of indices does not account for any fees, commissions or other expenses that would be incurred.  Returns do 
not include reinvested dividends.



51

Disclosures Continued
• The S&P 500 Index is a market capitalization–weighted index of 500 common stocks chosen for market size, 

liquidity, and industry group representation to represent US equities.

• The Bloomberg Barclays US Aggregate Bond Index, or the Agg, is a broad base, market capitalization-
weighted bond market index representing intermediate term investment grade bonds traded in the United 
States. Investors frequently use the index as a stand-in for measuring the performance of the US bond 
market.

• The Russell 2000 Value Index measures the performance of those Russell 2000 companies with lower price-
to-book ratios and lower forecasted growth values.

• The Russell 2000 Growth Index measures the performance of the small-cap growth segment of the U.S. 
equity universe. It includes those Russell 2000 companies with higher price-to-value ratios and higher 
forecasted growth values. 

• Diversification does not eliminate the risk of experiencing investment losses.

• Unless otherwise stated charts came from FactSet and YCharts.

• Financial plans are hypothetical in nature and intended to help you in making decisions on your financial 
future based on information that you have provided and reviewed. Assumptions need to be reviewed 
regularly.

• Candor Asset Advisors does not endorse or support the contents or opinions of third-party providers. 

• Candor Asset Advisors is not responsible for the content, privacy and security of a third-party website.


