
U.S. stocks gained 1.41% in the third quarter, although 
returns varied by company size. Large-cap stocks rose 1.80%, 

while small-cap stocks fell -7.23%.

International markets posted mixed results. Developed 
markets gained 0.89%, while emerging markets declined -

0.37%.

The 10-year U.S. Treasury yield climbed to 5.29% by the end 
of September, its highest quarter-end since 2007.

The Federal Reserve raised its benchmark interest rate by a 
0.25 percentage point in September, reversing its recent rate-

cutting direction.
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In the latter half of the 20th century, philosopher John Rawls 

introduced the idea of the “veil of ignorance.”

In his thought experiment, Rawls challenged people to reflect on the type of 

society they’d want if they didn’t know what position they would hold within 
it. Financial planning, by contrast, happens under a veil of uncertainty rather 

than ignorance. In this context, we are aware of the existing risks, but we are 

uncertain of their magnitude and rate or occurrence. Ignorance, on the other 

hand, is being oblivious to the risks altogether. If your financial advisor is 

uninformed of a risk to your financial well-being, you may need a new advisor. 
Nick Haberling, CFP®

Financial Advisor

One of the best ways to understand the risks veiled by uncertainty is to look at a map.

Figure 1

Figure 1 shows the gradual shift 

from human capital to financial 

capital throughout our lifetime.

Now, what risks will we 

encounter on this journey? I’d 
define “risk” as anything that 
either impedes the 

accumulation of financial 

capital or rapidly depletes it. 
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Let’s look at Figure 2 to review 

some of the errors and 

unfortunate events that can harm 

our financial plan and fellow 

passengers.

For those planning for retirement 

One risk is failing to contribute 

enough to our investment 

accounts to achieve or maintain 

the quality of life we envision 

once we leave the workforce. 

Another is passing away before 

saving enough to provide for our 

family.

For those already retired, the 

risks may look like unexpected 

long-term care costs or panic 

selling during a market downturn.

From this point of view, the fluctuations we see in a diversified portfolio are often akin to turbulence on an airplane: uncomfortable but 

manageable when we've prepared for the journey. The real risks to our financial journey are the mistakes we make and the unexpected life 

events we're unprepared to navigate.

Figure 2
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When reading through a quarterly market 

review, you may focus on how your 

portfolio fluctuates with world events and 

Treasury yields. However, I hope what 

these various maps illustrate is that some 

of life's greatest risks have little to do with 

market performance at all. They're the 

financial uncertainties we cannot predict 

and the meaningful experiences we 

continually postpone. 

A thoughtful financial plan prepares us for 

the former while giving us the freedom to 

pursue the latter. Ultimately, it should 

encourage us to live boldly and experience 

what truly matters.

So far, I’ve written about the veil of uncertainty as a risk that needs to be managed. However, I also think the veil can ser ve as a motivator in our 

financial journey. As Figure 3 depicts, knowing there is risk beyond the turbulence in our portfolios should encourage us to use our human and 

financial capital across our lifetime to invest in the life experiences that bring us meaning. It dares us to ask whether we' re spending our working 

years accumulating things instead of memories. Or in retirement, refusing to spend our financial capital on the trips that br ing us joy. Like the 

White Queen in Through the Looking-Glass, is it always jam tomorrow and never today?

Figure 3
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Stocks Hold Steady as Interest Rates Rise Above 5%

At first glance, the stock market’s third-quarter performance appeared uneventful.

The S&P 500 gained roughly 2%, a slowdown from the second quarter. Technology and AI-related stocks had 

mixed results as investors favored companies putting AI investments to work: Microsoft gained approximately 

38%, supported by strong cloud growth. Meta rose 29% as enthusiasm for its AI products increased.

Meanwhile, Western Digital and South Korean memory-chip manufacturer SK Hynix each declined more than 

20% after significant earlier gains, suggesting investors are becoming more selective about which companies 

will benefit from continued AI spending. 

Brent Schafer, TPCP®, CFP®

Financial Advisor

International markets also delivered mixed results. Developed international stocks, measured by the MSCI EAFE Index, gained 0.8%. Emerging 

markets declined 0.4%, pressured by pullbacks in some AI-related stocks, particularly in South Korea.

U.S. stocks finished the quarter higher, supported by strong earnings from many of the largest technology companies. The bigger story, however, 

was outside the stock market.

Oil prices surged, inflation remained elevated, and Treasury yields climbed as investors reassessed the outlook for inflation and economic growth. 

By the end of September, the 10-year U.S. Treasury yield had reached 5.29%, its highest level in nearly two decades.

The 10-year U.S. Treasury bond’s yield rising above 5% represents a significant shift for bond investors. For years after the Great Financial Crisis, 

high-quality bonds offered little income. That began to change when interest rates rose in 2022, making bonds more attractive to investors 

seeking income.
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Source: Federal Reserve Board via FRED. 1/1/2012 through 9/30/2026

20 Years of the 10-Year U.S. Treasury Yield (2006–2026)

After spending much of the past two decades at historically low levels, the 10-year Treasury yield climbed above 5% by the end of September 

2026, illustrating how dramatically the fixed-income environment has changed.

Treasury yields rose during the third quarter as resilient economic growth, substantial federal borrowing, and lingering inflation concerns led 

investors to demand higher returns on longer-term government bonds. The economy remained stronger than many had expected, reducing 

expectations for lower interest rates. Meanwhile, large federal deficits required the Treasury to continue issuing significan t amounts of debt, 

increasing the supply of bonds investors needed to absorb.

Why Did Treasury Yields Rise So Much?
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Why Did Treasury Yields Rise So Much? (cont.)

Inflation added another complication. Brent crude rose roughly 40% during the quarter as the military conflict in the Middle East disrupted 

global energy markets. Higher energy prices raised concerns that inflation could remain elevated longer than previously expected, adding 

uncertainty about the direction of future interest rates.

The 10-year Treasury yield is determined by the bond market rather than directly by the Federal Reserve. As investors reassessed these 

economic conditions and demanded higher returns for lending over a longer period, Treasury bond prices fell and yields increa sed.

Why Rising Yields Hurt Bonds

One of the more mystifying aspects of bond investing is that prices and yields move in opposite directions. Imagine owning a bond that pays a 

fixed amount of interest each year. If newer bonds offer higher returns, investors are less likely to pay as much for your ol der bond. Its market 

price must fall enough to make its return competitive.

That is what happened during the third quarter. As Treasury yields climbed, the market value of existing bonds fell. Longer-term bonds were hit 

harder because their prices tend to be more sensitive to interest-rate changes.

For investors reviewing their statements, this can be frustrating. Bonds are often viewed as the steadier part of a portfolio , yet rising interest 

rates can still cause short-term losses.
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Expectations and Reality

The third quarter was another reminder that markets rarely follow the path investors expect. At the start of the year, the focus was on lower 

interest rates and whether U.S. stock valuations were justified. Instead, the 10-year Treasury yield moved above 5% while stocks stayed positive 

on strong corporate earnings.

Higher yields have made fixed-income investments more attractive, while stocks continue to offer long-term growth. The goal is not to predict 

which will outperform next quarter, but to build a portfolio that can weather changing market conditions.

The Other Side of Higher Yields

Higher rates reduce the value of bonds already owned but increase the income available on bonds purchased today.

For years after the Great Financial Crisis, bonds offered little income in return for the interest -rate and inflation risk investors took on. That 

changed when the Fed began raising interest rates in 2022. With Treasury yields around 5%, bonds can provide meaningful incom e again while 

helping preserve capital and reducing some of the volatility associated with stocks.

That, however, does not mean a 5% Treasury yield replaces stocks.

When yields are this high, investors may reasonably ask: If I can earn around 5% from a Treasury, why would I take the additional risk of owning 

stocks? The answer comes down to the role each investment is designed to play.

A bond offers scheduled interest payments and the return of principal at maturity, assuming the issuer meets its obligations. Stocks represent 

ownership in businesses whose earnings and value can grow over time. That growth is uncertain and more volatile, but it is al so why stocks play 

an important role in portfolios built for long-term growth.
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Global Valuations

Price-to-Earnings (CAPE) Price-to-Book Value.

What is the Investment Climate?

Cyclically Adjusted Price-to-Earnings or “CAPE” is a valuation metric, where the current market price is divided by the last ten years of average 
earnings (adjusted for inflation). The price you pay is what you get, and by utilizing average earnings over a longer period (10 years), we can put 
into perspective whether the current market price is trending toward expensive, undervalued, or fairly valued historically.

9

As of 9/30/26 As of 9/30/26



US Stocks

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 

(index representation) as follows: Marketwide (Russell 3000 Index), Large Cap (Russell 1000 Index), Large Value (Russell 1000 Value Index), Large Growth (Russell 1000 Growth Index), Small Cap (Russell 2000 Index), Small 

Value (Russell 2000 Value Index), and Small Growth (Russell 2000 Growth Index). World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. Russell 3000 

Index is used as the proxy for the US market. Dow Jones US Select REIT Index used as proxy for the US REIT market. MSCI data © MSCI 2026, all rights reserved. Frank Russell Company is the source and owner of the 

trademarks, service marks, and copyrights related to the Russell Indexes. 

Returns (USD), 3rd Quarter 2026

ANNUALIZED

Asset Class QTR YTD
1

Year

3

Years

5

Years

10

Years

15 

Years

20 

Years

Large Value 2.61 19.27 23.81 20.07 11.92 11.43 12.98 8.60

Large Cap 1.80 12.30 15.01 22.48 13.01 15.04 15.50 11.16

Marketwide 1.41 12.42 15.13 22.26 12.64 14.73 15.27 10.99

Large Growth 0.92 6.30 7.50 24.26 13.66 18.16 17.64 13.41

Small Value -4.91 16.96 20.77 17.93 7.80 9.40 11.38 7.58

Small Cap -7.23 13.71 16.20 17.72 6.34 9.84 11.80 8.45

Small Growth -9.39 10.71 12.05 17.55 4.72 9.90 11.94 9.09

▪ The US equity market posted positive returns for the 

quarter and outperformed both non-US developed 

and emerging markets.

▪ Value outperformed growth.

▪ Small caps underperformed large caps.

▪ REIT indices underperformed equity market indices.

World Market Capitalization Periodic Returns (%)

US Market

$73.0 trillion

Ranked Returns (%)

Large Value

Large Cap

Marketwide

Large Growth

Small Value

Small Cap

Small Growth

2.61

1.80

1.41

0.92

-4.91

-7.23

-9.39

63%
US Market

10
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3.49

2.13

0.93

0.73

-1.99

3.71

2.88

1.17

0.89

-1.89

Local currency US currency

International Developed Stocks

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 

(index representation) as follows: Marketwide (MSCI World ex USA IMI Index), Large Cap (MSCI World ex USA Index), Small Cap (MSCI World ex USA Small Cap Index), Value (MSCI World ex USA Value Index), and Growth 

(MSCI World ex USA Growth Index). All index returns are net of withholding tax on dividends. World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. 

MSCI World ex USA IMI Index is used as the proxy for the International Developed market. MSCI data © MSCI 2026, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and 

copyrights related to the Russell Indexes. 

Returns (USD), 3rd Quarter 2026

▪ Developed markets outside of the US posted positive 

returns for the quarter and underperformed US 

markets but outperformed emerging markets.

▪ Value outperformed growth.

▪ Small caps outperformed large caps.

International Developed 

Markets

$28.5 trillion

World Market Capitalization

Ranked Returns (%)

Value

Small Cap

Marketwide

Large Cap

Growth

ANNUALIZED

Asset Class QTR YTD
1

Year

3

Years

5

Years

10

Years

15 

Years

20 

Years

Value 3.71 14.96 24.33 23.71 14.72 10.40 8.79 5.42

Small Cap 2.88 10.63 14.50 19.02 6.48 8.39 8.83 6.23

Marketwide 1.17 10.23 15.69 18.92 9.19 9.14 8.51 5.61

Large Cap 0.89 10.16 15.89 18.89 9.66 9.27 8.47 5.51

Growth -1.89 5.35 7.66 14.12 4.58 7.84 7.92 5.41

Periodic Returns (%)

25%
International 

Developed 

Markets
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0.49

-1.14

-2.69

-2.90

-6.07

3.07

0.24

-0.30

-0.37

-3.59

Local currency US currency

Emerging Markets Stocks

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 

(index representation) as follows: Marketwide (MSCI Emerging Markets IMI Index), Large Cap (MSCI Emerging Markets Index), Small Cap (MSCI Emerging Markets Small Cap Index), Value (MSCI Emerging Markets Value 

Index), and Growth (MSCI Emerging Markets Growth Index). All index returns are net of withholding tax on dividends. World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging 

Markets IMI Index. MSCI Emerging Markets IMI Index used as the proxy for the emerging market portion of the market. MSCI data © MSCI 2026, all rights reserved. Frank Russell Company is the source and owner of the 

trademarks, service marks, and copyrights related to the Russell Indexes. 

Returns (USD), 3rd Quarter 2026

ANNUALIZED

Asset Class QTR YTD
1

Year

3

Years

5

Years

10

Years

15 

Years

20 

Years

Value 3.07 26.78 34.86 23.86 10.98 8.91 6.13 6.31

Small Cap 0.24 13.16 15.01 15.28 7.67 8.71 7.36 7.33

Marketwide -0.30 22.04 27.30 22.87 8.76 9.02 7.06 6.60

Large Cap -0.37 23.38 29.22 24.09 8.94 9.09 7.03 6.49

Growth -3.59 20.16 24.14 24.24 7.00 9.16 7.82 6.57

▪ Emerging markets posted negative returns for the 

quarter and underperformed both US and non-US 

developed markets.

▪ Value outperformed growth.

▪ Small caps outperformed large caps.

Emerging Markets

$14.0 trillion

World Market Capitalization Periodic Returns (%)

Ranked Returns (%)

Value

Small Cap

Marketwide

Large Cap

Growth

12%
Emerging 

Markets
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Fixed Income

1. Bloomberg US Treasury and US Corporate Bond Indices.

2. Bloomberg Municipal Bond Index.

One basis point (bps) equals 0.01%. Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual 

portfolio. Yield curve data from Federal Reserve. State and local bonds and the Yield to Worst are from the S&P National AMT-Free Municipal Bond Index. AAA-AA Corporates represent the ICE BofA US Corporates, AA-AAA rated. A-BBB 

Corporates represent the ICE BofA Corporates, BBB-A rated. Bloomberg data provided by Bloomberg. US long-term bonds, bills, inflation, and fixed income factor data © Stocks, Bonds, Bills, and Inflation (SBBI) Yearbook , Ibbotson 
Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield). FTSE fixed income indices © 2026 FTSE Fixed Income LLC, all rights reserved. ICE BofA index data © 2026 ICE Data Indices, LLC. S&P data © 

2026 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Bloomberg data provided by Bloomberg.

Returns (USD), 3rd Quarter 2026

Within the US Treasury market, interest rates 

increased during the quarter. 

On the short end of the yield curve, the 

1-Month US Treasury Bill yield increased by 32 

basis points (bps) to 4.02%. The 

1-Year US Treasury Bill yield increased 

56 bps to 4.54%. The yield on the 2-Year US 

Treasury Note increased 74 bps to 4.88%.

The yield on the 5-Year US Treasury Note 

increased 90 bps to 5.09%. The yield on the 

10-Year US Treasury Note increased 85 bps to 

5.29%. The yield on the 30-Year US Treasury 

Bond increased 73 bps to 5.64%. 

In terms of total returns, short-term US 

treasury bonds returned -0.87% while 

intermediate-term US treasury bonds 

returned -1.69%. Short-term corporate bonds 

returned -1.04% and intermediate-term 

corporate bonds returned -2.31%.1

The total returns for short- and intermediate-

term municipal bonds were -2.10% and -

4.94%, respectively. Within the municipal 

fixed income market, general obligation bonds 

returned -6.30% while revenue bonds 

returned -6.40%.2

AN NU AL IZED

Asset Class QTR YTD 1 Year 3 Years 5 Years 10 Years 15 Years 20 Years

Bloomberg Municipal Bond Index -6.35 -4.18 -2.68 2.89 -0.21 1.51 2.49 3.12

Bloomberg U.S. Aggregate Bond Index -3.51 -2.91 -1.84 4.06 -0.64 1.14 1.78 2.95

Bloomberg U.S. Government Bond Index Long -8.02 -7.61 -7.65 0.97 -7.23 -2.09 0.37 2.82

Bloomberg U.S. High Yield Corporate Bond Index -1.82 0.10 1.41 8.03 3.60 5.05 6.14 6.37

Bloomberg U.S. TIPS Index -3.24 -2.12 -1.99 3.75 0.00 2.15 2.07 3.31

FTSE World Government Bond Index 1-5 Years -0.51 -0.41 0.38 4.34 0.41 0.70 -0.01 1.62

FTSE World Government Bond Index 1-5 Years (hedged 

to USD)
-0.55 0.53 1.60 4.35 1.97 1.93 1.82 2.36

ICE BofA 1-Year US Treasury Note Index 0.62 1.84 2.85 4.18 2.83 2.14 1.53 1.84

ICE BofA US 3-Month Treasury Bill Index 0.89 2.65 3.65 4.49 3.70 2.42 1.64 1.67

Yield to WorstYield to Maturity

US Treasury Yield Curve (%) Bond Yield Across Issuers (%)

Periodic Returns (%)

9/30/2026

6/30/2026

9/30/2025

0.00

1.00

2.00

3.00

4.00

5.00

6.00

3M 5Y 10Y 30Y

5.29
4.70

5.84 6.08

4.61

10-Year US

Treasury

State and Local

Municipals

AAA-AA

Corporates

A-BBB

Corporates
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Real Estate Investment Trusts (REITs)

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Number of REIT 

stocks and total value based on the two indices. All index returns are net of withholding tax on dividends. Total value of REIT stocks represented by Dow Jones US Select REIT Index and the S&P Global ex US REIT Index. 

Dow Jones US Select REIT Index used as proxy for the US market, and S&P Global ex US REIT Index used as proxy for the World ex US market. Dow Jones and S&P data © 2026 S&P Dow Jones Indices LLC, a division of 

S&P Global. All rights reserved.

Returns (USD), 3rd Quarter 2026

ANNUALIZED

Asset Class QTR YTD
1

Year

3

Years

5

Years

10

Years

15 

Years

20 

Years

Global ex US REITS -5.01 -6.16 -4.73 7.32 -1.68 0.77 3.91 1.66

US REITS -5.72 10.86 9.98 13.07 4.21 4.94 8.38 5.37

▪ US real estate investment trusts 

underperformed non-US REITs 

during the quarter.

72%
US

28%
Global ex US

US

$1,176 billion

97 REITs

Global ex US

$468 billion

281 REITs

(26 other countries)

Total Value of REIT Stocks

Periodic Returns (%)

Ranked Returns (%)

Global ex US REITS

US REITS

-5.01

-5.72
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