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The US stock market has been on a good run
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Total Return Stats through 
11/18/25
Year-To-Date +13.8%
Since Last 10/22 Low +93.6%
Since Last 1/22 High +46.2%
10 year Annualized +14.2%
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Average growth 
stats through 
2025E

Since 2000
Sales +4.9%
Earnings +9.4%

Since 2016
Sales +6.3%
Earnings +9.5%
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The Fed expects a 
soft landing with 
modest real GDP 
growth, moderating 
inflation and falling 
fed funds. 

Source: Federal Reserve FOMC Projections September 17, 2025 
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Consensus estimates call for solid sales, earnings 
and dividend growth in 2025 and 2026
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Source: Candor Asset Advisors & FactSet
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1st Challenge 
Is a soft-landing assured or are we headed to a recession? What do both 
scenarios mean for stocks? 
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What is a recession? How often does it occur?
• Recessions as defined by NBER are a significant decline in economic activity spread across the 

economy and lasting more than a few months. Since 1945 economic expansions have lasted 6.25 
years on average while recessions have averaged 10 months. Our last recession was a two-month 
recession in 2020. 

What is a stock bear market? How often does it occur?
• Stock bear markets are defined as a 20% decline in stock prices. Since 1945, we have had twelve 

stock bear markets, and they occurred every 6.7 years on average. Our last stock bear market was 
in 2020. 

Are stock bear markets and recessions often correlated with one another?
• Yes, they are often related. We have had 12 stock bear markets since 1945 and 10 of them have 

occurred around recessions. 6 stock bear markets have preceded & occurred during recessions, 2 
stock bear markets occurred during recessions and 2 stock bear markets happened within 12 
months of after a recession. 

Source: NBER, Wealth of Common Sense, Candor Asset Advisors

Recessions and Stock Bear Markets Frequently Asked Questions 
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What was the average stock bear market decline since 1945 and how long did it take on average to 
breakeven?
• The average stock bear market decline was 33.6% and it lasted 12 months. It took 1.7 years on 

average for the S&P to get back to breakeven.

Provide some stats on the worst three bear markets since 1945. 
• The worst three bear markets since 1945 averaged a 51.4% decline and lasted 23 months. It took 

3.6 years on average for the S&P to get back to breakeven.

Source: NBER, Wealth of Common Sense, Candor Asset Advisors

Recessions and Stock Bear Markets FAQ Continued 
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Consensus estimates appear vulnerable if/when a recession occurs

Source: Candor Asset Advisors and FactSet
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Leading Economic Indicator 
(LEI) Components
• Stock prices
• Leading Credit Index
• Interest rate spread 
• Average weekly hours 

manufacturing
• Average weekly initial 

unemployment claims
• Manufacturer’s new orders
• ISM New Orders Index
• Building permits
• Consumer expectations

Source: 
FactSet, Google AI Overviews 
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An inverted yield 
curve is usually 
a good predictor 
of a recession. 
The yield curve 
is basically flat 
now suggesting 
a slightly 
elevated 
probability of a 
recession.  
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The Sahm Rule Recession Indicator based on unemployment does not point to an 
imminent recession. We have lacked data since 9/20/25 though. If the unemployment rate 
ticks up to 4.6%+ in the near term that would be a troubling sign. 
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The Yale Budget Lab 
expects tariffs will hurt 
GDP growth by 0.5% in 
2025 & 2026.

UBS estimates tariffs 
will raise inflation by 
0.8% in 2026 while the 
St. Louis Fed expects 
tariffs have raised 
inflation by 0.4% 
through August YTD.  
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Tariffs impact on the economy remains a wild card. Fortunately, the 
effective tariff has been coming down from April 2025 highs.  
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Immigration is 
worth monitoring 
as it is down 
under the Trump 
administration 
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Source: Federal Reserve 
Bank of San Francisco
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Lower 
immigration is 
expected to hurt 
GDP growth by 
0.4-1.5% and 
cause 0.0-0.5% 
higher inflation in 
the near term
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Source: Federal Reserve of Dallas and CBO
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Putting soft landings in perspective

How often have they occurred 
since 1965?

Stocks were up modestly in 1994 
& 1995 and rallied more 2025 YTD

• 1994, 1995 & 2025
• 1994

• US Large Caps +1.5%, Small Caps +0%, 
• S&P earnings +33.5%

• 1995 
• US Large Caps +1.9%, Small Caps +2.4%, 
• S&P earnings +30%

• 2025
• US Large Caps +13.8%, Small Caps +6.5%,
• S&P earnings +12.1%

Soft landings are defined as a slowing real GDP growth to +0-2% (pre-2006) or +0-3% (post-2006) for 
three or more quarters.

Source: American Economics Association, Ibbotson 
Past performance is not a guarantee or predictor of future performance. than other asset classes. 
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2nd Challenge
Are US stock valuations attractive and what does it mean for 3–5-year 
investment returns?

17



See disclosures at end of document

Investors are paying up for US large cap equity exposure
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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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3rd Challenge
The US stock market is concentrated today potentially highlighting a more 
fragile stock market. Tech plays dominate the current top S&P holdings. 6 of 
the top 10 companies are betting heavily on artificial intelligence that have 
inconclusive projected returns on investment.  
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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 11/13/25 is 40.8%.
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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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4 of the top 10 S&P constituents are betting big on artificial intelligence while 
Nvidia and Broadcom are heavily tied to AI growth. Oracle and OpenAI are 
also spending heavily.  
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AI return on investment studies are mixed: 
Bears cite: A MIT study indicated 95% of AI pilots fail to deliver meaningful financial return. 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 companies report a 136% ROI over 3 years in the form of strong sales and gross 
profit growth. 
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Is OpenAI
a canary in a coal 
mine or an 
elephant?

Is Google’s search 
moat going away 
or being 
strengthened?

Source: 
Google AI overviews & 
FirstPageSage.com
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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. 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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Challenges Conclusions
• The stock market follows earnings growth and profitability over time

• Current forecasts assume modest economic growth and easing inflation in 2025 and 2026 
• Current sales and profit estimates assume strong growth in 2025 & 2026

• Current sales and profit estimates face significant cuts if a recession occurs
• 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 worst three bear markets since 1945 averaged 51.4% decline and lasted 23 months. 
It took 3.6 years on average for the S&P to get back to breakeven.

• Leading economic indicators and yield curve analysis suggest an elevated probability of a 
recession while a labor market recession indicator is less negative 

• The stock market saw relatively flat returns during the soft landing of 1994-1995 and 
stronger returns recently

• Higher tariffs and reduced immigration are expected to be a drag on economic growth and 
be inflationary. The impacts are just starting to be felt.
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Challenges Conclusions Continued

• The S&P’s valuation appears elevated
• Elevated US stock market valuations suggest muted stock returns 

for the next 3-10 years 
• 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
• A number of the S&P’s top constituents are betting big on AI 
• Open AI/GPT is an early AI search leader. The company has 

aggressive cap x plans, extensive industry tie-ins and doesn’t expect 
to make a profit until 2030. 

• AI return on investment studies are inconclusive to date. 
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1st Opportunity
Passive investing: Ride out the wave and search for undervalued areas of 
the world. International offers relative value. 
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US stock studies since the 1950s have stressed the same thing: 
The importance of staying invested

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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Here are 
some 
mind-
blowing 
stats

Source: JP Morgan Asset Management and International Monetary Fund
Past performance is no guarantee of future results 
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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.

32



See disclosures at end of document

More rapid US government spending should 
make the US dollar less attractive over time
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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 +2.8-4.8%

• US large cap +2.7-4.7%
• US small cap +4.3-6.3%

• International Equities +4.9-6.9%
• Developed Economies Ex US 

+5.3-7.3%
• Emerging Markets +3.2-5.2%
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Research Affiliates 
• 10 year REAL average annual return 

forecasts
• US Equities

• US large cap +0.5%
• US small cap +4.8%

• International Equities 
• Developed Markets Ex US 

+5.5%
• Emerging Markets +5.1%

Source: Vanguard 10/22/25 forecast, Research Affiliates Asset Allocation Interactive
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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2nd Opportunity
Broaden your US equity exposure: Mega caps look expensive today 
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The “Magnificent 7” has 
significantly outperformed 
the last few years 

Source: JP Morgan Asset Management
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The top 10 stocks look relatively expensive and relative 
earnings growth may become less favorable 
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ETFs to consider for broad US equity exposure: Invesco S&P 500 Equal Weight <RSP> and 
Vanguard Total Stock Market Index <VTI> , Source: JP Morgan Asset Management & FactSet
Past performance is not a guarantee or predictor of future performance.
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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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3rd Opportunity
Enhanced Indexing: Focus on areas of the market that outperform over the 
long run and are undervalued
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ETF to Consider for US Value Exposure: Vanguard Value <VTV>
Past performance is not a guarantee or predictor of future performance.
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ETF to Consider for US Small Cap Exposure: Vanguard Small Cap ETF <VB>
Past performance is not a guarantee or predictor of future performance.
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ETF to Consider for International Small Cap Exposure: Vanguard FTSE All World Ex US Small Cap <VSS> 
Past performance is not a guarantee or predictor of future performance.
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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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Opportunities Conclusions
• 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 small cap and low volatility stock funds 

and US value look relatively attractive 
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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
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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
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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.

• Unless otherwise stated charts came from FactSet. 
• Past performance is not a guarantee or predictor of future performance.
• 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.

• 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.

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