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CDT October 2026 – The Price Discovery vs. Value Discovery Opportunity Part I 

 

A quiet market selloff shifts to a quiet market rally. What a difference 30-days can make. Under the hood, 
in October, almost all the sectors that struggled in September rallied back in October. At the market level, 
the volatility has been relatively muted in comparison to the sector breakdowns outlined below. Evidently, 

a broken market structure no longer 
reflects the health of the median 
stock, but the level of market interest 
around SI/AI. The extreme market 
concentrations that control the S&P 
500’s market weightings have made 
uncorrelated investing easier than 
ever. Aided by a retracement in 
interest rates, 9 out of the 11 sectors 
of the S&P 500 Index rallied and 
returns across all sectors were an 
average of +4.76%, but the market 
index declined by approximately -1%.  

In part, interest rates declined this month as the market continued to question the veracity of the SI/AI 
investment thesis which entails spending and borrowing trillions of dollars of capital in hope of generating 
a yet to be understood return. Some major SI stocks that reported earnings this month across the 
technology stack including Google (GOOGL), Meta (META) and Intel (INTC) faced significant losses -18.3%, 
-15.3% and -45.3% respectively. We believe that these stocks are struggling because management teams 
are struggling to justify their results and capital allocation actions. For once highly cash generative 
companies like Google (GOOGL) and Meta (META), the torrent pace of investment is pushing company 
cash flows into the red resulting in capital raises and in some cases shareholder dilution. Such is the case 
with Meta that announced a nearly $100B equity capital raise. Further, increasingly high market 
expectations are becoming simply too difficult for some companies to realistically meet, putting additional 
pressure on these stocks when they report earnings. 

*Source: Seeking Alpha, Federal Reserve, CDT
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https://seekingalpha.com/symbol/GOOGL/earnings/estimates
https://seekingalpha.com/symbol/META/earnings/estimates
https://seekingalpha.com/symbol/INTC/earnings/estimates
https://seekingalpha.com/symbol/GOOGL/earnings/estimates
https://seekingalpha.com/symbol/META/earnings/estimates
https://www.bloomberg.com/news/articles/2026-10-26/meta-seeks-up-to-95-billion-in-equity-to-fund-ai-spending
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To be clear, we are not sour on the SI/AI investment thesis. As we stated in our previous newsletter, we 
believe that the technology has the potential for evolutionary change in the way people interact with the 
world. However, the illogical nature of the buy anything related to AI at any cost market that we have been 
living in for the past 2 ½ to 3 years is simply too fragile to persist and a market construct in which Nvidia 
claims the majority of the profits defies economic sense. We remain long companies in the space that we 
believe are solving for the long-term problems of the SI buildout that must be resolved in order for the new 
technology to achieve its potential. These subsectors include semiconductor design, power generation 
and hyperscaler data centers. While at the same time we continue to exploit the lack of attention in the 
remaining 10 sectors of the market, giving us a durable edge in finding undiscovered value. 

 

50%. According to NASDAQ, that is how much of estimated trading volume on the U.S. stock market is 
related to high-frequency or algorithmic trading — we suspect the actual volumes are much higher. 
Arbitrage, macro and technical strategies that define the HF space now overwhelm the market. These 
strategies rarely if ever consider the underlying value of the security that they are trading as a meaningful 
factor in their calculus.  

52%. According to Bloomberg, that is the market share of passive strategy ETFs and mutual funds vs. their 
active strategy counterparts. The dominant market-weighted passive strategies maintain a Darwinian-like 
structure in which size and increasing size are rewarded. As a result, much like the high-frequency trading 
strategies, passive strategies have a weak relationship relative to the value of the securities that they are 
trading in.   

A Lost Art. Valuing businesses and patiently waiting for the market to recognize that value is a lost art. 
Google or ask AI what percentage of the stock market trading volume is based on fundamental analysis? 
And you get the online search equivalent of a tumbleweed floating across a desert landscape. The only 
article I could drum up was nearly one decade old and at that time, J.P. Morgan suspected that 10% of 
market volumes were related to fundamental stock picking. It goes without saying that this figure is likely 
even lower today. Further consider that of the active managers left in the market, many are myopically 
focused on SI/AI and what you are left with is just a very small group of managers seeking out value in all 
corners of the market. 

• Transaction Value:

• Transaction Volume:
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https://www.nasdaq.com/glossary/h/high-frequency-trading
https://www.bloomberg.com/professional/insights/trading/passives-no-bubble-as-active-retains-market-control/
https://www.cnbc.com/2017/06/13/death-of-the-human-investor-just-10-percent-of-trading-is-regular-stock-picking-jpmorgan-estimates.html
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We will spend some time in our annual letter returning to this subject. The market mechanics and human 
behaviors that we believe consistently reinforce a market of price discovery overvalue discovery is truly 
fascinating and deserves its own letter.  

In a market where value isn’t even on the list of considerations, we have made it our top priority. Valuing a 
business is a tedious and difficult task that requires a truly challenging level of focus and discipline. We do 
not always get it right. We routinely miss opportunities and get stung by the companies that we 
overestimate, but in a market with dwindling competition, finding and capitalizing value has never been 
easier.  

Option Care Health, Inc. (OPCH). In a market that doesn’t pay attention to value, a company has one of 
two options. The first is to be the biggest bidder of its own stock with thoughtful share repurchase programs 
and the second is to find a private buyer. OPCH found a buyer. The value proposition of OPCH’s services is 
obvious. By providing ambulatory infusion services at home or at one of their independently run centers 
both patients and their insurance providers benefit. Patients that suffer from chronic illness or otherwise 

need professionally administered infusion medications benefit 
from not having to go to a hospital, which poses illness risk for 
the immunocompromised and insurance companies that cover 
those patients benefit as well since ambulatory services are 
significantly less expensive than hospital bills. The patient 
benefits and the insurance company benefit, OPCH services at 
scale are a rare efficiency in the healthcare system. In the first 
half of the year, when the stock declined by -40% due to an 
exaggerated management hiccup, you could have bought this 

stock for less than 10x earnings. Today, CD&R and McKesson are partnering to acquire it for more than 20x 
earnings, and we believe that they are getting an incredible deal on the assets. 

Just like Option Care Health, our portfolio is filled with examples of businesses trading out a discount 
relative to the value that they provide their markets and as luck would have it, lightning may have struck 
twice this month. Today, at the time of this writing, the Financial Times has just reported that another 
portfolio company, Global Payments (GPN) is also in talks with CD&R and GTCR to potentially be acquired. 
Details are not yet available, but the stock has moved sharply higher as a result of the news and here too 
we believe the acquirers are getting an extraordinary deal at any price below $150 per share. 

A market that prioritizes price discovery vs. value discovery is a market that leaves us ample opportunity 
to continue to generate abnormal returns for our clients. October is an example of our investment strategy 
working on all cylinders, while September was a reminder that despite our best efforts our journey together 
may be subject to temporary bouts of turbulence. That said, in either blue skies or storm clouds, our 
commitment to our strategy will remain resolute. Success will not breed complacency, and challenges will 
not deter us either.   

We look forward to updating you again in November.  

https://seekingalpha.com/symbol/OPCH
https://www.google.com/search?q=global+payments+to+be+acquired+financial+times&sca_esv=59a0afd5c8ec2687&rlz=1C1HKFL_enUS1193US1193&sxsrf=AKL5yDiHVT_yI28aPvGTdyzOV_gQVGc7Qg%3A1793458822009&ei=hgLmapEL1qSm1A_OgqrhDQ&uact=5&oq=global+payments+to+be+acquired+financial+times&gs_lp=Egxnd3Mtd2l6LXNlcnAiLmdsb2JhbCBwYXltZW50cyB0byBiZSBhY3F1aXJlZCBmaW5hbmNpYWwgdGltZXMyBRAhGKABMgUQIRigATIFECEYoAEyBRAhGKABMgUQIRigATIFECEYqwJIwQ9QU1i-DnABeACQAQCYAWqgAbAMqgEEMTMuNLgBA8gBAPgBAZgCEaACvg7CAgoQABhHGNYEGLADwgIGEAAYFhgewgIIEAAYFhgeGArCAgsQABiABBiKBRiGA8ICBRAAGO8FwgIIEAAYiQUYogTCAgUQIRifBZgDAIgGAZAGApIHBDEuMTagB-FQsgcEMC4xNrgHqw7CBwYyLTE2LjHIB2mACAE&sclient=gws-wiz-serp
https://seekingalpha.com/symbol/GPN/earnings/estimates
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Best Regards, 

David Papson & The CDT Team 

Series 65 

Phone: (516) 509 - 3675 

E-Mail: David.Papson@cdtcapitalmanagement.com 

Visit us at  www.cdtcapitalmanagement.com 

 

Legal Information and Disclosures 

This newsletter reflects the author’s views as of the date indicated, which may change without notice. CDT Capital Management (“CDT”) has no obligation to update this information. This material is provided 

for informational and educational purposes only, does not constitute personalized investment, legal, or tax advice, and is not an offer or solicitation to buy or sell securities or fund interests. Any fund offering 

is made solely through the applicable offering documents. 

Past performance is not indicative of future results. All investments involve risk, including loss of principal. Performance notes accompanying any returns identify the applicable fund, reporting period, fee 

treatment, and any preliminary or unaudited results. Individual investor returns may differ. Any benchmark shown is unmanaged, cannot be invested in directly, and may differ materially from CDT’s strategy 

and holdings. The S&P 500 Total Return Index includes reinvested dividends and does not reflect fund fees or expenses. 

Securities discussed may not represent all investments and should not be assumed to have been profitable or constitute recommendations. CDT, its principals, and managed funds or accounts may hold or 

trade these securities; material conflicts are disclosed where relevant. Forward-looking statements reflect assumptions and uncertainties, and actual outcomes may differ materially. Third-party information 

is believed reliable but has not been independently verified, and CDT does not guarantee its accuracy or completeness. 

 

October - 2026 Year-to-Date Since Inception (Sep 2020)

 CDT VNAV (Net of fees) +7.01% +14.55% +232.19%

 S&P 500 Total Return -0.87% +11.77% +145.87%

•  CDT VNAV CAGR 1.6%

•  S&P 500 CAGR 1.2%

•  Monthly Upside Capture 130%

•  Monthly Downside Capture 90%

• CDT VNAV Total Return +9.1%

• Low -2.3%

• S&P 500 Total Return -15.3%

• Low -23.9%

Sharpe Ratio
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