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NEPC MARKET OUTLOOK AS OF OCTOBER 2025

A dark period for data may fuel volatility as it complicates near-term 

Fed decision-making and the understanding of labor market dynamics

An accelerated path for Fed rate cuts in 2026 provides a supportive market 

backdrop, but adjustments to expectations pose risks to pricing

With equity markets posting strong returns, we recommend investors consider 

rebalancing to maintain exposures in-line with strategic policy targets

We recommend underweighting high yield corporate bonds given current 

spreads and potential risks flagged by recent economic data

We recommend investors have appropriate safe-haven fixed-income 

exposure and sufficient portfolio liquidity for cash flow needs
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The above is intended for illustrative purposes only. The information should not be relied upon to make any investment decision and does not take into 

account the investment objectives, financial situation and particular needs of the recipient. Recipients of the information presented herein should neither treat 

nor rely on such information as advice relating to legal, taxation or investment matters and are advised to consult their own professional advisors. Please see 

additional disclosures throughout this presentation.



U.S. LARGE-CAPS KEPT MOVING ON UP
S&P 500 INDEX: NUMBER OF ALL-TIME HIGHS PER QUARTER
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Note: Reflects S&P 500 price data from 1979 to present

Sources: S&P, FactSet, NEPC



SMALL CAPS BENEFITTED FROM LOWER RATES
RUSSELL 2000 - RUSSELL 1000 QUARTERLY RETURN DIFFERENTIAL
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Note: Chart reflects the quarterly historical return differential for the Russell 2000 Index minus the Russell 1000 Index

Sources: Russell, FactSet

Russell 2000 Outperforms

Russell 1000 Outperforms



THE A.I. RALLY WAS FELT AROUND THE WORLD
THIRD QUARTER 2025 RETURNS ACROSS THE A.I. COMPLEX

5

Note: Reflects price returns in USD for 06/30/2025-09/30/2025. Chart truncated at 50% - Cambricon quarterly return was 121.7%.

Source: FactSet



GROWTH-ADJUSTED MULTIPLES ARE LESS EXTREME
PRICE-TO-EARNINGS / GROWTH (PEG) RATIOS
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Note: PEG Ratio reflects the price-to-earnings ratio divided by the next 12 months expected EPS growth as of 09/30/2025. Median PEG ratio calculated over 

last 25 years. Meta median calculated 2012-2025.

Sources: S&P, Russell, MSCI, FactSet, NEPC



CAPEX SPENDING RAMPED UP SIGNIFICANTLY
QUARTERLY CAPITAL EXPENDITURES BY MAG-7 COMPANIES
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Source: FactSet



LEVERAGE LEVELS SUGGEST MORE CAPEX RUNWAY
S&P 500 NET LEVERAGE LEVELS

Note: Net Leverage defined as Net Debt / EBITDA 

Sources: S&P, FactSet, NEPC
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USD WEAKNESS STILL A TAILWIND FOR NON-U.S.
CHANGE IN USD YEAR-TO-DATE THROUGH SEPTEMBER 30TH 
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Note: Data reflects changes in the DXY Index for 12/31 – 09/30 since 1971

Sources: FactSet, NEPC
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FED RATE CUT EXPECTATIONS ACCELERATED 
NUMBER OF IMPLIED FED INTEREST RATE CUTS IN 2025
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Notes: Based on Fed Funds Futures pricing at the end of each month. 

Sources: FactSet, NEPC



PRICING REFLECTS A STEEP CUTTING PATH IN 2026
FED FUNDS FUTURES EXPECTATIONS
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Source: FactSet



ALL-IN YIELDS ON CREDIT HAVE DECLINED
YIELD ON U.S. CORPORATE INVESTMENT GRADE & HIGH YIELD
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Sources: Bloomberg, FactSet



Past performance is no guarantee of future results. All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure 

profit or protect against losses.

Indices are intended to illustrate general market performance. Comparisons shown are for informational purposes only, do not represent specific investments 

and are not a portfolio allocation recommendation. It is not possible to invest directly in an index. 

The information herein has been prepared by NEPC, an affiliate of Hightower Advisors, and should not be considered a recommendation to purchase or sell any 

investment or pursue any specific investment strategy. The information should not be relied upon to make any investment decision and does not take into 

account the investment objectives, financial situation and particular needs of the recipient. Recipients of the information presented herein should neither treat 

nor rely on such information as advice relating to legal, taxation or investment matters and are advised to consult their own professional advisors. The opinions 

presented herein represent the good faith views of NEPC as of the date of receipt and are subject to change at any time. There can be no assurance regarding 

the accuracy of such views, including with respect to any forward-looking information or other commentary that is subject to uncertainty, future contingencies 

or other market factors. NEPC has prepared the information as general market commentary, market update and/or other general topics relating to portfolio 

construction and risk allocation. The information is not, and does not purport to be, a complete discussion of all relevant considerations, risks and other 

applicable factors. The performance information of any indices or strategies represented herein is based on third-party sources, and such performance 

information does not necessarily represent the performance or experience of any NEPC client. 

The information in this report has been obtained from sources NEPC believes to be reliable. While NEPC has exercised reasonable professional care in preparing 

this report, we cannot guarantee the accuracy of all source information contained within. Neither NEPC nor any of its affiliates has any obligation to update the 

information contained herein. NEPC has prepared the information as general market commentary, market update and/or other general topics relating to portfolio 

construction and risk allocation. The information is not, and does not purport to be, a complete discussion of all relevant considerations, risks and other 

applicable factors. The performance information of any indices or strategies represented herein is based on third-party sources, and such performance 

information does not necessarily represent the performance or experience of any NEPC client. This presentation identifies potentials benefits relating to NEPC’s 

services to its clients and/or its commentary regarding current market events and portfolio construction considerations. Any NEPC investment strategy also is 

subject to certain risks and limitations. Although NEPC believes it and its personnel may have certain competitive advantages regarding portfolio construction 

and management. There can be no guarantee that NEPC will be able to maintain such advantages over time, outperform third parties or the financial markets 

generally, implement its investment strategy or achieve its investment objectives for a client or avoid losses. 

 

GENERAL DISCLOSURES
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