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 KEY TAKEAWAYS 

Stocks took a downward turn late in the first quarter as investors around the world 
weighed the impact of geopolitical events, notably the war in Iran.

Equity returns in developed international and emerging markets were better than 
those in the US.

Value stocks and small caps had a strong start to the year in the US, a shift from 
their underperformance in 2025.

After a calm start to the year, stocks took a downward turn late in the first quarter as 
investors around the world weighed the impact of geopolitical events, notably the war in 
Iran. In the US, the S&P 500 was down for 2026 as of March 20 after hitting record levels 
earlier in the year.1  Equity returns in developed international and emerging markets were 
better than in the US, despite the instability in the Middle East. In the bond market, US 
Treasuries were lower, with the benchmark 10-year yield rising to nearly 4.4%.2 

Through March 20, the S&P 500 Index fell 4.7% and the tech-heavy Nasdaq lost 6.7%. 
Technology companies pulled back from recent highs amid ongoing concerns about the 
impact of AI on certain industries, with software stocks in particular declining.3  Trade 
developments also remained in focus as the US Supreme Court said certain tariffs 
imposed by the administration using emergency powers weren’t legal.4  Market reaction 
to that ruling was largely muted, perhaps reflecting expectations already priced in about 
which way the court would rule.

Market volatility rose and oil prices spiked after the US and Israel struck Iran in late 
February, with hostilities continuing in Iran and elsewhere in the Mideast into March. The 
impact on crude supplies helped push oil prices notably higher.5  Amid growing concerns 
about energy, it is worth remembering that global equity returns have not been 
correlated with the level of oil prices (see Exhibit 1). While the cost of oil may have some 
impact on markets, it is just one of many factors that investors consider when looking at 
market performance.

Please see the end of this document for important disclosures.



Exhibit 1
Stocks and Barrels
Annual returns for MSCI 
World Index (net div.) vs. 
end-of-year crude oil spot 
prices, 1970–2025

Past performance is not a guarantee of future results. 

Sources: Dimensional, Federal Reserve Bank of St. Louis. Spot crude oil prices are West Texas Intermediate (WTI). In 
USD. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated 
with the management of an actual portfolio. MSCI data © MSCI 2026, all rights reserved. 

Global equities, as measured by the MSCI All Country World Index (net dividends), fell 
3.1% as of March 20. Stocks in developed international markets outside the US fared 
better, losing just 1.5%, as measured by the MSCI World ex USA Index (net dividends). 
The MSCI Emerging Markets Index (net dividends) fared even better, gaining 4.5%.6  
Global equity markets remain near long-term highs, even in the face of geopolitical 
challenges; over the past few years, stock markets have had positive returns despite 
numerous conflicts around the world.

Along with the fear and hardship always associated with armed conflict, there can be 
concern for investors over potential impact on investment performance. But it’s 
important for investors to be cautious about making asset-allocation changes in 
response to such events. Markets are forward-looking, and prices move in response to 
changes in information. When unexpected developments arise that investors deem to be 
poor for markets, markets often drop. But the flip side is markets always set prices for 
positive expected returns. Once the news gets reflected in market prices, investors can 
still expect positive returns even amid worrisome circumstances.

JOB JITTERS VS. INFLATION FEARS

The US Federal Reserve held the federal-funds rate steady in a range between 3.5% and 
3.75% at meetings in January and March.7  Fed members continued to disagree over 
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which posed the bigger threat—persistent inflation that might argue for higher rates, or 
a sluggish labor market that may call for lower ones. In February, the US core consumer 
price index, which excludes more-volatile food and energy items, rose 2.5% from a year 
ago, slightly above the Fed’s target rate of 2%.8 

During the first quarter through March 20, US Treasuries were 0.6% lower, sending the 
yield on the benchmark 10-year Treasury up to 4.39%.9  The broader bond market also 
declined, with the Bloomberg US Aggregate Bond Index down 0.7% and the Bloomberg 
Global Aggregate Bond Index (hedged to USD), a broad benchmark of sovereign and 
corporate debt, falling 0.5% as of March 20.10 

HIGH MARKS FOR SMALL AND VALUE

Value stocks, or those with low relative prices, and small caps had a strong start to the 
year in the US, a shift from their underperformance in 2025. Large cap stocks with growth 
characteristics, or higher relative prices, were particular laggards in the US and globally.11  
Relative returns for US small caps broadly, small value stocks, and large value stocks all 
flipped from negative to positive over 12 months when the end date moved from 
December to February, despite 10 of the 12 months being identical in both samples.12  
This is why trying to time markets is so perilous: Missing these kinds of outsize periods 
for the premiums can put a dent in your performance. In March, as global events rattled 
markets, value and small caps took a hit, reinforcing the notion that premiums can be 
volatile. Elsewhere, high profitability stocks were outpaced by low profitability stocks in 
global developed markets, while the opposite was true in emerging markets.13 

In the first quarter, the US stock market remained concentrated, from a historical 
perspective, in a small group of mega cap companies, as reflected by their considerable 
weight in the S&P 500.14  Emphasizing small and value stocks is one way to offset the 
trend of big companies having an outsize influence on overall returns. Taking a global 
approach can also help mitigate concentration concerns, since the largest stocks 
represent a smaller share of markets outside the US.

Since small caps are a meaningful part of the global market, they can be an integral part 
of a diversified portfolio. These are companies from a variety of sectors, and many have 
the potential for significant returns. After all, some of the largest and most successful 
companies of today were small caps once upon a time. A broadly diversified allocation to 
the small cap market can help long-term investors capture future winners from today’s 
smaller firms. Along with patience and discipline, diversification can help investors 
weather challenges, whether geopolitical, economic, or otherwise.

LEARN MORE

3 Lessons from Investing’s “Moneyball” Moment

Above the Fray: Bond Yield-Curve Movement
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1. S&P data © 2026 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Data as of March 20. Indices are not available 
for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio; Connor 
Smith, “Stocks Are Rising. S&P 500 Heads Back Toward Record High.” Barron’s, February 12, 2026.

2. Returns are based on the Bloomberg US Treasury Bond Index as of March 20. Bloomberg data is provided by Bloomberg Finance LP. 
Source for US Treasuries: US Department of the Treasury.

3. Jack Pitcher and Xavier Martinez, “The $1.6 Trillion Meltdown That Swept Through Software Stocks,” The Wall Street Journal, February 
26, 2026.

4. James Romoser and Gavin Bade, “Supreme Court Strikes Down Trump’s Global Tariffs,” The Wall Street Journal, February 20, 2026.

5. Steve Kopack, “Oil Hits $100 per Barrel for First Time Since July 2022,” NBC News, March 8, 2026.

6. MSCI data © MSCI 2026, all rights reserved. Data as of March 20. Indices are not available for direct investment. Their performance does 
not reflect the expenses associated with the management of an actual portfolio.

7. The federal-funds rate is the overnight interest rate at which one depository institution (like a bank) lends to another institution some of 
its funds that are held at the Federal Reserve. Source: “Federal Reserve Issues FOMC Statement,” Federal Reserve, March 18, 2026.

8. Inflation data is as defined by the consumer price index from the US Bureau of Labor Statistics; the core CPI is an aggregate of prices 
paid by urban consumers for a typical basket of goods, excluding food and energy; Megan Leonhardt, “Core Inflation Holds Steady,” 
Barron’s, March 11, 2026.

9. “Daily Treasury Par Yield Curve Rates,” US Department of the Treasury. Data as of March 20.

10. Bloomberg data provided by Bloomberg Finance LP.

11. The MSCI World Value Index (net div.) gained 0.3%, while the MSCI World Growth Index (net div.) fell 8.3% as of March 20; the Russell 
3000 Value Index added 0.9%, while the Russell 3000 Growth Index fell 9.4%; the Russell 2000 Index (net div.) fell 1.5%, while the Russell 
1000 Index (net div.) lost 4.7%; the MSCI All Country World Small Cap Index (net div.) advanced 0.4%, while the larger cap MSCI All 
Country World Index (net div.) lost 3.1%.

12. Small and large caps represented by the Russell 2000 Index and Russell 1000 Index, respectively. Small value and small growth 
represented by the Russell 2000 Value Index and Russell 2000 Growth Index, respectively. Large value and large growth represented by the 
Russell 1000 Value Index and the Russell 1000 Growth Index, respectively.

13. The Fama/French Developed High Profitability Index fell 5.0% versus a decline of 4.6% for its low profitability counterpart as of March 
20; the Fama/French Emerging Markets High Profitability Index rose 6.0%, while its low profitability counterpart fell -0.4% as of March 
20. See “Index Descriptions” for descriptions of the Fama/French index data.

14. The top 10 companies made up 36.4% of the index. Source: “S&P 500 Characteristics,” S&P Global. Data as of February 27.

APPENDIX

Index Descriptions
The Fama/French Indices represent academic concepts that may be used in portfolio 
construction and are not available for direct investment or for use as a benchmark

Results shown during periods prior to each index’s inception date do not represent 
actual returns of the respective index. Other periods selected may have different 
results, including losses. Backtested index performance is hypothetical and is provided 
for informational purposes only to indicate historical performance had the index been 
calculated over the relevant time periods. Backtested performance results assume the 
reinvestment of dividends and capital gains. Profitability is measured as operating 
income before depreciation and amortization minus interest expense scaled by book. 
Eugene Fama and Ken French are members of the Board of Directors of the general 
partner of, and provide consulting services to, Dimensional Fund Advisors LP.

Fama/French Developed High Profitability Index: Provided by Fama/French from 
Bloomberg data. Includes stocks in the upper 30% operating profitability (OP) range in 
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each region; companies weighted by float-adjusted market cap. Rebalanced annually in 
June. OP for June of year t is annual revenues minus cost of goods sold; interest 
expense; and selling, general, and administrative expenses, divided by book equity for 
the last fiscal year-end in t – 1.

Fama/French Emerging Markets High Profitability Index: July 1991–present: Fama/French 
Emerging Markets High Profitability Index. Courtesy of Fama/French from Bloomberg 
and IFC securities data. Includes stocks in the upper 30% operating profitability range in 
each country; companies weighted by float-adjusted market cap; rebalanced annually in 
June. OP for June of year t is annual revenues minus cost of goods sold; interest 
expense; and selling, general, and administrative expenses, divided by book equity for 
the last fiscal year-end in t – 1.

Fama/French Developed Low Profitability Index: July 1990–Present: Fama/French 
Developed Low Profitability Index. Courtesy of Fama/French from Bloomberg securities 
data. Includes stocks in the lower 30% operating profitability range in each region; 
companies weighted by float-adjusted market cap; rebalanced annually in June. OP for 
June of year t is annual revenues minus cost of goods sold; interest expense; and selling, 
general, and administrative expenses; divided by book equity for the last fiscal year end 
in t – 1.

Fama/French Emerging Markets Low Profitability Index: July 1991–Present: Fama/French 
Emerging Markets Low Profitability Index. Courtesy of Fama/French from Bloomberg and 
IFC securities data. Includes stocks in the lower 30% operating profitability range in each 
country; companies weighted by float-adjusted market cap; rebalanced annually in June. 
OP for June of year t is annual revenues minus cost of goods sold; interest expense; and 
selling, general, and administrative expenses; divided by book equity for the last fiscal 
year end in t – 1.

All returns in USD.

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

The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and without 
any warranty or representation as to accuracy or completeness. Information and opinions presented in this material have been obtained or 
derived from sources believed by Dimensional to be reliable, and Dimensional has reasonable grounds to believe that all factual information 
herein is true as at the date of this material. It does not constitute investment advice, a recommendation, or an offer of any services or 
products for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information 
in this document, you should consider whether it is appropriate for your particular circumstances and, if appropriate, seek professional 
advice. It is the responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and 
regulations. Unauthorized reproduction or transmission of this material is strictly prohibited. Dimensional accepts no responsibility for loss 
arising from the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject 
Dimensional or its products or services to any registration, licensing, or other such legal requirements within the jurisdiction.
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“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are 
Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund 
Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong Kong Limited. 

RISKS
 Investments involve risks. The investment return and principal value of an investment 
may fluctuate so that an investor’s shares, when redeemed, may be worth more or less 
than their original value. Past performance is not a guarantee of future results. There is 
no guarantee strategies will be successful.

Diversification neither assures a profit nor guarantees against loss in a declining market.

UNITED STATES

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
 Dimensional Fund Advisors does not have any bank affiliates.

CANADA

These materials have been prepared by Dimensional Fund Advisors Canada ULC. The other Dimensional entities referenced herein are not 
registered resident investment fund managers or portfolio managers in Canada.

This material is not intended for Quebec residents.

Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund investments. Please read the 
prospectus before investing. Unless otherwise noted, any indicated total rates of return reflect the historical annual compounded total 
returns, including changes in share or unit value and reinvestment of all dividends or other distributions, and do not take into account sales, 
redemption, distribution, or optional charges or income taxes payable by any security holder that would have reduced returns. Mutual funds 
are not guaranteed, their values change frequently, and past performance may not be repeated.

AUSTRALIA

This material is issued by DFA Australia Limited (AFS License No. 238093, ABN 46 065 937 671). This material is provided for information 
only. No account has been taken of the objectives, financial situation or needs of any particular person. Accordingly, to the extent this 
material constitutes general financial product advice, investors should, before acting on the advice, consider the appropriateness of the 
advice, having regard to the investor’s objectives, financial situation and needs. Investors should also consider the Product Disclosure 
Statement (PDS) and the target market determination (TMD) that have been made for each financial product either issued or distributed by 
DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to dimensional.com/funds to access a copy of the PDS or 
the relevant TMD. Any opinions expressed in this material reflect our judgement at the date of publication and are subject to change.

NEW ZEALAND

This material is issued by DFA Australia Limited (incorporated in Australia, AFS License No. 238093, ABN 46 065 937 671). This material is 
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provided for information only. This material does not give any recommendation or opinion to acquire any financial product or any financial 
advice product, and is not financial advice to you or any other person. No account has been taken of the objectives, financial situation or 
needs of any particular person. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having 
regard to the investor’s objectives, financial situation and needs. Investors should also consider the Product Disclosure Statement (PDS) and 
for the Dimensional Wholesale Trusts the target market determination (TMD) that have been made for each financial product or financial 
advice product either issued or distributed by DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to 
dimensional.com/funds to access a copy of the PDS or the relevant TMD. Any opinions expressed in this material reflect our judgement at the 
date of publication and are subject to change.

JAPAN

For Institutional Investors and Registered Financial Instruments Intermediary Service Providers.

This material is deemed to be issued by Dimensional Japan Ltd., which is regulated by the Financial Services Agency of Japan and is 
registered as a Financial Instruments Firm conducting Investment Management Business and Investment Advisory and Agency Business.

 Dimensional Japan Ltd.
 Director of Kanto Local Finance Bureau (FIBO) No. 2683
 Membership: Investment Management Association of Japan

SINGAPORE

This material is deemed to be issued by Dimensional Fund Advisors Pte. Ltd. (UEN:201210847M), which is regulated by the Monetary 
Authority of Singapore and holds a capital markets services license for fund management.

This advertisement has not been reviewed by the Monetary Authority of Singapore or the Central Provident Fund (CPF) Board. 

FOR PROFESSIONAL INVESTORS IN HONG KONG

This material is deemed to be issued by Dimensional Hong Kong Limited (CE No. BJE760) (“Dimensional Hong Kong”), which is licensed by 
the Securities and Futures Commission to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 9 (asset 
management) regulated activities.

 This material should only be provided to “professional investors” (as defined in the Securities and Futures Ordinance [Chapter 571 of the 
Laws of Hong Kong] and its subsidiary legislation) and is not for use with the public. This material is not intended to constitute and does not 
constitute marketing of the services of Dimensional Hong Kong or its affiliates to the public of Hong Kong. When provided to prospective 
investors, this material forms part of, and must be provided together with, applicable fund offering materials. This material must not be 
provided to prospective investors on a standalone basis. Before acting on any information in this material, you should consider whether it is 
suitable for your particular circumstances and, if appropriate, seek professional advice.

 Neither Dimensional Hong Kong nor its affiliates shall be responsible or held responsible for any content prepared by financial advisors. 
Financial advisors in Hong Kong shall not actively market the services of Dimensional Hong Kong or its affiliates to the Hong Kong public.
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