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• Stocks and bonds have both struggled recently due to rising inflation and interest rates.
• This breaks the historical pattern driven by falling bond yields which supported bond prices.
• Despite this challenging period, investors should continue to focus on diversification as interest rates 

stabilize.



• This chart shows the performance of the stock market (bars) and the largest intra-year decline (dots) 
each year.

• The average year sees a stock market drop of -13.5%. However, most years still end in positive territory, 
averaging 9% gains.

• Volatility is a normal part of investing and investors are often rewarded for staying disciplined through 
short-term volatility.



• This PE ratio uses next-twelve-month earnings estimates, so it is forward rather than backward-looking.
• Valuations are no longer as attractive due to the market rally of the past year.
• Investors should properly diversify across asset classes, both in the U.S. and globally.



• The stock market has performed extremely well since the Great Depression - a nearly century-long 
period.

• This occurred despite problems along the way throughout the 20th and early 21st century.
• Investors should focus on the long run in order to benefit from growth.



• The growth in corporate earnings has been a major driver of stock market returns across history.
• Earnings could begin to pick up again due to stronger-than-expected economic growth.
• Companies in many sectors continue to hire and expand despite economic uncertainty.



• The economy faces heightened uncertainty due to tariffs, politics, and more.



• The economy faces heightened uncertainty due to tariffs, politics, and more.



• CPI is a commonly cited measure of inflation. It uses a basket of goods and services to track price 
changes for consumers.

• In order to measure the underlying trend in inflation, rather than temporary shocks to food and energy, 
economists often focus on core CPI.

• Tariffs could drive some prices higher, extending the timeline to achieve the Fed's target.



• Interest rates have fluctuated in a range this year due to economic uncertainty.
• The 10-year Treasury yield has been volatile as investors worry about the path of economic growth.



• The yield curve has re-steepened due to Fed rate cuts and steady economic growth.
• Short-term yields could continue to fall as the Fed slowly lowers policy rates.
• The path of long-term rates will depend on policy uncertainty and economic growth.



• Corporate bond yields remain historically attractive due to inflation and higher-for-longer interest rates.
• More recently, yields have settled and spreads have tightened as the market has rallied.
• Corporate bonds are still an important portfolio diversifier to stock market and government bond 

holdings.



• The Fed has kept policy rates on hold after cutting three times in 2024.
• Markets still expect the Fed to cut rates twice this year, although this forecast has fluctuated.



• The Fed has used its balance sheet to spur the economy by buying financial assets and providing 
liquidity to the system.

• The Fed has slowed the pace at which assets are rolling off its balance sheet as they mature.



• Major central banks have been easing monetary policy to support their economies as inflation fades.
• Balance sheets are now beginning to run down which could eventually push longer-term rates higher.



• Major stock market indices have diverged over the past decade due to differences in growth.
• U.S. market valuations are elevated compared to other regions as it continues to outperform.
• International stocks, on the other hand, are still cheaper in relative terms across both the developed and 

emerging world.



• The outperformance of U.S. stocks in prior years had led some investors to question other asset classes.
• There have been many historical periods when other asset classes outperformed. Diversification takes 

advantage of these trends.
• With cheaper valuations and global growth, it may be prudent to consider other regions.





• The U.S. dollar has been on a rollercoaster ride over the last several years due to uncertain global 
economic growth and monetary policy.

• The dollar directly impacts corporate earnings and the attractiveness of U.S. goods and services.
• The dollar has weakened this year even though tariffs normally push currencies higher.



• Prior to the 2017 tax reform, the U.S. had the highest corporate tax rate among major industrialized 
countries.

• The enacted tax reform plan lowered the corporate tax rate to 21%, below the OECD average of 22%.
• The new administration has stated it may lower corporate tax rates for those companies that produce in 

the U.S.



• Staying invested is a key principle of long-term financial success.
• This chart shows the impact of missing the best market days over the past 25 years.
• Staying invested through ups and downs can make a significant difference in final investment outcomes.
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