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Rail-Splitter Capital Management is focused on protecting and growing wealth for our clients. Our
services are provided through Delta Investment Management a registered investment advisory firm.
We welcome discussions on how we can help you manage your assets and maximize your wealth.

Please contact us at info@rail-splitter.com or 312-724-8722.

Time to Go Small

October 10, 2025

Calling a turn in a secular market trend is never easy and often wrong. Rail-Splitter's
approach is based on a “show me first” outlook rather than a guess-and-hope

method. Whether you look back 20 years, 10 years, 5 years, 3 years, 1 year or year-to-date,
small capitalization stocks (Russell 2000 Index IWM) have underperformed the S&P 500 Total
Return Index. For example, over the past 10 years (through 10/8/2025), the S&P 500 is up
239% versus the Russell 2000 up 145%.

It may be time to consider reallocating some money out of the largest capitalization stocks and
into small capitalization stocks. Over the past 3 and 6 months, small-cap stocks have
outperformed the S&P 500. The market might be starting to show us a trend change.
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The potential for outperformance of small-cap stocks over the S&P 500 (large-cap stocks)
may be driven by:

1. The law of large numbers. As the largest companies are now multi-trillion-dollar
enterprises, their rate of growth may slow.

2. Conversely, analysts are forecasting an acceleration in earnings by small cap
companies.

Realized and EPS Growth Forecasts
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3. Small (and mid) cap companies are trading at lower valuations than the overall S&P
500.

4. Falling interest rates disproportionately benefit small-cap companies as they tend to
be larger borrowers relative to the size of their business activities.



5. There is currently low correlation between how individual stocks trade which indicates
that the market is not trading as “the market” but rather as individual components
based on their specific merits. This allows for small-cap stocks to appreciate or
depreciate at different rates than large-cap stocks.

Forward P/E Ratios
Large Cap vs Small and Mid Cap
2000 -2025

~——— SB&P 500 LargeCap Forward P/E (Oct 08 = 22.7)
—— S&P 400 MidCap Forward PJ/E (Oct 08 = 16.3)
—— SBP 600 SmallCap Forward P/E (Oct 08 = 15.7)

Recession
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Stocks Trading On Their Own Merits
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The 10 largest companies of the S&P 500 now represent 40% of the market capitalization-
weighted index. Throughout the history of the stock market, times of high market
concentration are followed by times of market participation broadening. The largest
companies today may not be the largest companies 10 and 20 years from now. As you



consider where to allocate new money, you might consider an allocation to smaller
companies.

Let Us Help You Position Your Portfolio — Give Us a Call Today

We pride ourselves on our unique and sophisticated investment strategies designed to
capture the gains of the stock market while minimizing drawdowns during bear markets. If
you're seeking expert guidance in your financial planning journey, we're here to assist you.

Whether you're a seasoned investor looking to optimize your portfolio or someone just starting
to explore investment opportunities, our team is dedicated to providing tailored solutions to
meet your financial goals.

To learn more about how we can help you navigate the complexities of the financial markets
and achieve your investment objectives, we invite you to reach out to us. You can give us a
call at (312) 724-8722, visit our website at www.rail-splitter.com, or simply email us at
info@rail-splitter.com.

“Never, ever, think outside the box.”


http://www.uragroupaz.com/
http://www.rail-splitter.com/
mailto:info@rail-splitter.com.

Delta Stock Market Dashboard

INDICATOR STATISTICS

MARKET SENTIMENT IS
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Delta Market Sentiment Indicator (MSI) is published weekly in Barron’s

Atlanta Fed GDPNow Forecast
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Leading Economic Index % Change Monthly
August 2024 — August 2025
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Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers
to recognize that they should not assume that recommendations made in the future will be profitable or
will equal the performance of past recommendations. This publication is not a solicitation to buy or offer
to sell any of the securities listed or reviewed herein. The contents of this letter have been compiled from
original and published sources believed to be reliable, but are not guaranteed as to accuracy or
completeness. Nicholas Atkeson and Andrew Houghton are also principals of Delta Investment
Management, a registered investment advisor. Clients of Delta Investment Management and individuals
associated with Delta Wealth Adviser may have positions in and may from time to time make purchases
or sales of securities mentioned herein.

THIS NEWSLETTER IS PROTECTED BY COPYRIGHT LAW. UNAUTHORIZED DISTRIBUTION
AND/OR REPRODUCTION BY PHOTOCOPY OR ANY OTHER MEANS IS STRICTLY PROHIBITED
AND PUNISHABLE BY A FINE OF UP TO $25,000.

Copyright © 2025 Delta Investment Management, All rights reserved.

Our mailing address is:
Rail-Splitter Capital Management
200 S. Wacker Drive, Suite 2650
Chicago, IL 60606



