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REVIEW AND OUTLOOK:

November 10, 2026

One of the reasons the game 
show Jeopardy! is so popular 
is its unique format, which 
requires contestants to 

respond to clues in the form of a 
question. Having to answer in the form 
of a question requires people to think 
differently about what constitutes a 
correct response.  Under the category 
“Difficult Ongoing Global Issues,” we 
thought five appropriate responses for 
investors today might be:
•	 What is Artificial Intelligence (“AI”)?
•	 What are regional conflicts?
•	 What are tariffs?
•	 What is inflation?
•	 What are supply chain disruptions?   

Continues on page 2

Asset Class / Index QTR Return (%) YTD Return (%)  3-Year Return (%)    
 As of 09.30.2026 As of 10.31.2026 As of 10.31.2026    

US Equity/S&P 500 Index 2.30 11.77 23.42

US Fixed income/Aggregate Bond Index (3.51) (0.54) 5.46

Cash EQ./US Treasury 0–3 Month Index 0.93 3.11 4.55

US Small Cap Equity/Russell 2000 (7.23) 14.37 20.78

International Equity/MSCI EAFE Index  0.88 10.00 20.36

Emerging Markets/MSCI Index (0.24) 13.78 22.88

Precious Metal/Gold 3.67 (10.19) 25.06

Natural Resources/Commodity 16.19 32.75 15.51

Real Estate/Wilshire US REIT Index (6.22) 14.06 15.93

US Dollar Index 0.26 3.78 (1.47)

Ticker 3-Month Return 1-Year Return 3-Y Annualized 
   Return
DFEMX (DFA Emerging Markets) +1.74% +36.31% +19.55%

SCHE (Schwab Emerging Markets) +2.42% +21.45% +14.94%

Source: Bloomberg for period ending August 31, 2026

Sources: Bloomberg, MSCI, Russell, ICE BofA, Wilshire, S&P, NYSE
The most sensitive asset classes to interest rate increases showed the weakest quarterly results with small 
caps, real estate, and bonds declining in the latest quarter. 

We would offer the appropriate question to that:  
“What are 5 things that get ominous headlines which 
financial markets have largely taken in stride?”
Global markets have taken these concerns and 
other risks in stride posting very solid results in 

2026. The table below details various asset-class 
investment returns over the last quarter, year to 
date and trailing 3-year returns.  Only in the last 
3 months have we experienced weakening results 
with a strong 3 year return amongst almost all 
asset classes. 
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The semiconductor Index (SOX) led by the AI push 
increased more than 70% year-to-date, while 
software stocks, as measured by the relevant 
software index, have gained only about 5%. This 
wide dispersion underscores the importance of 
understanding the underlying drivers of market 
performance rather than relying only on broad 
index results.

AI has been a major driver of this divergence. 
Companies effectively leveragaging AI have 
been rewarded, while those facing competitive 
disruption have generally lagged. This trend has 
created clear winners and losers across sectors 
and has contributed to meaningful differences 
in performance even within closely related 
competitors.

Recent performance reflects a transition from 
enthusiasm over AI capacity creation toward 
greater scrutiny of capital intensity, monetization 
and credit quality. The long-term AI opportunity 
remains significant, but investors are becoming 
more selective about who finances the buildout 
and who ultimately earns an adequate return on 
that investment.

AI infrastructure risks are highlighted by 
Hyperscaler capital spending which is projected 
to rise from $806 billion in 2026 to $1.104 trillion 
in 2027 and $1.281 trillion in 2028. The investment 
case increasingly depends on AI revenue, utilization 
and productivity benefits developing fast enough 
to earn an adequate return on that expanding 
capital base. 

QTR

YTD

Sources: Bloomberg, MSCI, Russell, ICE BofA, Wilshire, S&P, NYSE
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Credit and refinancing risk: Debt-financed data 
centers and specialized AI-cloud providers are 
especially exposed if customer demand, utilization 
rates or pricing fall below projections. High customer 
concentration, rapidly depreciating equipment and 
refinancing needs can amplify the downside when 
anticipated cash flows are delayed.  We believe that 
maintaining a well-diversified portfolio will help 
mitigate concentrated technology market risks.

The term “Emerging Markets” may seem somewhat 
outdated given that several EM economies now 
rival developed nations in size and economic 
influence. Nevertheless, the classification remains 
widely used by investors. Within emerging markets, 
country and sector concentration can have a 
significant impact on results, particularly when a 
small number of markets or industries dominate 
index performance.

Asset Class / Index QTR Return (%) YTD Return (%)  3-Year Return (%)    
 As of 09.30.2026 As of 10.31.2026 As of 10.31.2026    

US Equity/S&P 500 Index 2.30 11.77 23.42

US Fixed income/Aggregate Bond Index (3.51) (0.54) 5.46

Cash EQ./US Treasury 0–3 Month Index 0.93 3.11 4.55

US Small Cap Equity/Russell 2000 (7.23) 14.37 20.78

International Equity/MSCI EAFE Index  0.88 10.00 20.36

Emerging Markets/MSCI Index (0.24) 13.78 22.88

Precious Metal/Gold 3.67 (10.19) 25.06

Natural Resources/Commodity 16.19 32.75 15.51

Real Estate/Wilshire US REIT Index (6.22) 14.06 15.93

US Dollar Index 0.26 3.78 (1.47)

Ticker 3-Month Return 1-Year Return 3-Y Annualized 
   Return
DFEMX (DFA Emerging Markets) +1.74% +36.31% +19.55%

SCHE (Schwab Emerging Markets) +2.42% +21.45% +14.94%

Source: Bloomberg for period ending August 31, 2026

Sources: Bloomberg, MSCI, Russell, ICE BofA, Wilshire, S&P, NYSE

A performance gap of roughly 15 percentage points 
between the two EM passive funds above, within 
the same asset class highlights just how significant 
country and sector concentration risks can become 
over time. This is a reminder that index investing 
still requires thoughtful portfolio construction and 
an understanding of what exposures are actually 
being owned.

As investors reassessed the software sector, 
many companies have demonstrated durable 
competitive advantages, substantial recurring 
revenue streams, large installed customer bases, 

and strong innovation pipelines. We intend to 
maintain exposure to quality companies in this 
sector that we believe are more likely to benefit 
from AI adoption than be disrupted by it.

Often referred to as the “picks and shovels” 
suppliers of the AI ecosystem, companies that 
provide critical infrastructure, networking, energy, 
construction, and materials have experienced 
strong demand growth. These businesses may 
not always be viewed as technology companies, 
but they play an important role in supporting the 
continued expansion of AI-related investment.

QTR

YTD
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Reasonable observers may disagree on an 
appropriate level for short-term interest rates. 
However, markets generally care less about 
the precise rate level than they do about the 

direction and stability of policy. A clearer path for 
monetary policy can help reduce uncertainty, even 
if rates remain higher than investors would prefer. 
The Federal Reserve remains in a cautious, data-
dependent position. Inflation is still above the Fed’s 
2% objective, with the latest Consumer Price Index 
(CPI) and Producer Price Index (PPI) posting hotter 
numbers for the September reading.  CPI at 3.7% & 
PPI at 6.3% for the trailing one year ending September 
30, 2026.  Federal Reserve Governor Christopher 
Waller recently summarized this balanced view, 
suggesting that if upcoming inflation data continue 
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Interest Rate & Inflation

to improve, he would support holding rates steady.
However, if inflation reaccelerates, an additional rate 
increase could still be appropriate. This underscores 
the fact that markets are likely to remain sensitive 
not only to the level of interest rates, but also to the 
direction of incoming inflation data and the Fed’s 
interpretation of those trends.  The connection 
between Geopolitical impacts and inflation is key.  
Commodity prices are reflected by inflation and 
therefore have pressured the global economy by 
increasing costs from fueling cars to a basket of 
food commodities measured by the FAO Global 
food price index which increased by 5.8% over the 
same annual period.  The Fed’s most recent policy 
adjustment kept unchanged the federal funds rate 
to a range of 3.75%-4%, which was widely expected.

Bond yields and Inflation:

Nominal and real Bloomberg U.S. Aggregate yields

Source: BLS, FactSet, JP Morgan Asset Management
Data as of September 30, 2026
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United States interest rates remain one of the 
most important variables influencing the 
global economy because of the size of the 
US economy and the dollar as the preferred 

reserve currency.  US interest rate policy affects 
the cost of capital, consumer borrowing, corporate 
investment, government debt service, currency 
values, and asset prices. In a globalized financial 
system, changes in US interest-rate policy can also 
ripple through international markets by influencing 
the value of the dollar, capital flows, and financing 
conditions for economies around the world. The 
resulting direction and perceived stability of monetary 
policy often matter as much as the current level of 
rates, helping to shape investor confidence, valuation 
multiples, and the broader risk-taking environment.

For much of the past decade, fixed income investors 
have faced a difficult trade-off: Accept lower income 
or take greater risk in pursuit of higher returns. Today, 
that dynamic looks markedly different.

Higher interest rates have restored income as a 
meaningful driver of fixed income returns. Across 
many sectors, investors can now access yields that 
would have looked attractive even during periods of 
stronger economic growth and wider credit spreads. 
This shift has important implications for portfolio 
construction, particularly as volatility persists across 
markets.

What makes the current environment particularly 
notable is the breadth of opportunity. Investment-
grade credit continues to benefit from healthy 
corporate fundamentals and strong demand.  For high 
tax bracket investors, municipal bonds offer more 
compelling tax-equivalent income after a period of 
repricing.  While private credit and emerging market 
debt continue to provide differentiated sources of 
yield and diversification, we currently haven’t found 
an opportunity in these investments.

None of this eliminates risk. Higher rates, energy 
prices, geopolitical uncertainty, and tighter spreads 
all require discipline. However the starting point for 
fixed income investors is fundamentally different 
than it was just a few years ago.  A focus on durable 
income streams and selective opportunities across 
fixed income can help create a stronger foundation 
for diversified portfolios.

Conflicts in Ukraine and the Middle East continue to 
create uncertainty, markets have thus far focused 
primarily on their implications for energy prices and 
supply chains. To date, global energy markets have 
remained relatively resilient, helping to limit broader 
economic disruption. Nevertheless, geopolitical 
risks remain difficult to forecast and can affect 
market sentiment quickly. As a result, maintaining 
diversification across regions, sectors, and asset 
classes remains an important component of risk 
management.

History suggests that investment decisions driven 
primarily by election outcomes often prove less 
impactful than anticipated. Corporate earnings, 
economic growth, monetary policy, and valuation 
have historically been more significant drivers of 
long-term returns.

We continue to see value in broad based global equity 
exposure with specific opportunities in real estate, 
technology (researching Quantum related), and core 
fixed income.   

Despite persistent concerns surrounding AI, 
geopolitics, inflation, trade policy, and the U.S. 
political situation, global equity markets continue 
to demonstrate resilience. While volatility and 
performance dispersion remain elevated, these 
conditions are not unusual and often create 
opportunities for disciplined investors. Our focus 
remains on maintaining diversified portfolios, 
managing unintended concentrations, and identifying 
high-quality businesses capable of creating long-
term value regardless of the headline environment.
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Planning into Year-End
As we move toward year-end, this is an important time 
to review financial and tax-planning opportunities 
before key deadlines pass. Thoughtful planning is 
most effective when investment, tax, charitable, and 
estate considerations are evaluated together rather 
than in isolation.

Tax-loss harvesting: Review taxable portfolios for 
opportunities to realize losses that may offset realized 
gains, while remaining mindful of portfolio objectives 
and applicable tax rules.  The increase in fixed income 
yield has provided opportunities within the fixed 
income markets to monetize these losses as well.

Roth conversions: Evaluate whether converting a 
portion of a traditional retirement account to a Roth 
account may be appropriate based on current and 
expected future tax circumstances.

Charitable giving: Consider strategies such as 
donor-advised funds, gifts of appreciated securities, 
and the timing of charitable contributions to align 
philanthropic goals with broader tax planning.

Tax-minimization strategies: Coordinate estimated 
payments, capital gains, investment income, 
retirement distributions, and other planning items 
with tax and legal advisers to identify appropriate 
year-end actions.

Portfolio and liquidity review: Confirm that 
investment allocations, cash needs, concentrated 
positions, and planned distributions remain aligned 
with near-term priorities and long-term objectives.

Retirement Plan contributions: Consider maximum 
employer retirement plan (401K & etc.) contributions 
including catch up contributions and capitalizing on 
any plan matching benefits. 

We encourage clients to contact us to schedule a year-
end planning appointment. A coordinated review can 
help identify timely opportunities, avoid unintended 
tax consequences, and ensure that financial plans 
remain aligned with evolving goals.

Please call our office to schedule a year-end planning 
review.

5cwealth.com
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There is a pattern in nature that portrays ongoing growth. Known as the Fibonacci sequence, it is seen most clearly in 
the intriguing spiral form of the Nautilus shell. From a mathematical standpoint, it is startlingly simple: each number 
in order is the sum of the two previous numbers: 0,1,1,2,3,5,8,13,21,34 and so on. Yet in terms of structure, it is sturdy, 
strong and reliable. 

For 5C Capital Management, this unique combination of growth and stability is a powerful representation of our 
approach. The focus of our cumulative experience is to establish goals and implement strategies that support current 
financial stability while consistently building toward the long-term financial growth you aspire to for your own lifetime 
and for future generations, as well.

Much like the Nautilus is built on an unfolding and interwoven series of C shapes, so is the core of 5C Capital Management. 
Our clients rely on us to provide an exceptional level of:

• COMMUNICATION - We listen attentively, share ideas clearly, operate transparently and maintain connectivity.

• COLLABORATION - We work together with you and the professionals that comprise your advisory team to ensure 
   that your concerns are addressed as they arise and your strategy adapts to changes in circumstance warranting 
   such adjustment.

• CRITICAL THINKING – By incorporating independent fundamental analysis, we maintain the objectivity needed to 
 provide a full spectrum of unbiased solutions.  We plan for a range of potential scenarios; develop a structured, flexible   
   strategy, and take timely action.

• CREATIVITY - Every client has a unique set of circumstances and goals.  Our experience and common sense  
   approach results in solutions that are customized for each client’s circumstance.

• COMMUNITY - This cornerstone of our approach refers both to 5C’s access to and use of a wide community of tax 
   experts, attorneys, business consultants, and other specialists, as well as our dedication to understanding our clients’ 
  special commitments to community through philanthropy and support of cultural and educational initiatives 
   and institutions.

We embrace our fiduciary obligation to clients and invite you to discover how 5C Capital Management, LLC is highly 
qualified to guide and advise you through this complex process.

Disclosure:  Information contained in this communication 
is not considered an official record of your account and does 
not supersede normal trade confirmations or statements. Any 
information provided has been prepared from sources believed 
to be reliable but is not, does not represent all available data 
necessary for making investment decisions and is for informational 
purposes only. Any distribution, use or copying of this presentation 
or the information it contains by other than an intended recipient 
is prohibited. This information is subject to review by supervisory 
personnel, is retained and may be produced to regulatory 
authorities or others with a legal right to the information.

This presentation does not constitute an offering or sale of 
securities. This presentation is not, and under no circumstances is 
to be construed as, a prospectus, advertisement or public offering 
of securities. Past performance is not necessarily an indication of 
future results.

Please remember to contact 5C Capital Management, LLC if there 
are any changes in your personal/financial situation or investment 
objectives for the purpose of reviewing/evaluating/revising our 
previous recommendations and/or services, or if you want to 
impose, add, or to modify any reasonable restrictions to our 
investment advisory services.

Federal and State securities laws require that we maintain and 
make available current copies of our Registered Investment Adviser 
Disclosure Document, also known as Form ADV Part II. Pursuant to 
SEC Regulation S-P, our Privacy Notice can be found by contacting 
our office or visiting us at www.5cwealth.com

New Jersey Office:
50 Tice Boulevard, Suite A32
Woodcliff Lake, NJ 07677
201.474.0987

New York Office:
707 Westchester Avenue, Suite 210 
White Plains, NY 10604 
347.331.0648

Connecticut Office:
Office Evolution
500 Post Road East
Westport, CT 06880
201.474.0987

5cwealth.com
info@5cwealth.com
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