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US MARKETS

2025 was another positive year for investors.  This marks the third consecutive year of good growth across the 
markets. Continued uncertainty propelled gold to record highs, but all asset categories finished the year in positive 
territory.

The following is a look at the past two years in the U.S. markets: 

The economy benefited most sectors, with Information Technology and Communication Services stocks leading the way.  



INTERNATIONAL MARKETS

International stock markets outperformed the U.S., with both developed and emerging markets performing well. Much of 
the outperformance (over U.S.) was attributed to a falling U.S. dollar.    

The S&P 500 (total return including dividends) was up 17.9% during the year. This was the 59th time since 1926 that it 
rose more than 10% during a calendar year. Looking over a longer time period we see that the S&P 500 has been positive 
in 74 of the past 100 years meaning that 74% of those years (1926 – 2025) have shown positive returns. That percentage 
holds for the 2000’s as well, with 20 of 26 years showing positive returns (2000 – 2025).
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The economy has grown in 18 of the past 20 
quarters post pandemic.
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GDP

The U.S. economy continued its steady growth. The economy, as measured by the Gross Domestic Product (GDP), 
slowed in the 1st quarter of 2025 but has roared back with above average growth in the 2nd and 3rd quarters. Economists 
are mixed in their projections for 2026 but most are in the camp of continued growth.

S&P 500

The S&P 500 price only index 
(excluding dividends) showed some 
volatility during the year, declining to 
negative 15% during the April tariff 
announcements before rebounding to 
end the year with double digit gains. 



MANUFACTURING

We continue to keep an eye on the PMI reading (Purchasing Managers Index) which has been below 50 for 35 of the 
past 38 months. When the index is above 50 it signals an expansion in the manufacturing sector, while a reading below 
50 indicates a contraction.       

The capacity utilization rate bounced around 75% for the entire year. This signals that factories have available capacity 
as the economy grows. 

Manufacturing, wholesale, and retail 
inventories remained consistent 
throughout the year, meaning 
companies have sufficient product on 
hand relative to their sales. Inventories, 
at these levels, are a positive indicator 
for future production.  
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EMPLOYMENT

Employment continues to be a concern. The U.S. economy only added 584,000 new jobs in 2025, the lowest since the 
2020 pandemic year. The official unemployment rate rose slightly to 4.4% during the year.  The U6 rate, which is the 
broadest measure of those unemployed, ended the year at 8.4%.
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EMPLOYMENT

Another way to analyze the employment situation is to look at the raw data. There are 273 million working age people 
in the U.S. Of those, 171 million “want to work”.  Of those 171 million persons wanting to work, 164 million are currently 
employed, leaving 7 million unemployed. An alternative way to look at the data is that there are 102 million people of 
working age who do not “want to work” – which is 3 million more than last year - (age, in school, stay at home parent, etc.) 
plus another 7 million people who want to work but are not employed.

HOUSING

Monthly new home starts remain flat, 
as mortgage rates continue to be a 
headwind to the residential housing 
market.

We can also look at the data to view 
the percentage of individuals wanting 
to work with the percentage actually 
employed. Currently, 62.6% of the 
U.S. eligible population wants to 
work and 59.9% are working. Job 
openings are currently equal to the 
number of persons unemployed, 
meaning mismatching of skills to job 
openings continues to be a concern for 
employers.        

Monthly sales of existing homes 
followed the same pattern, 
averaging just 4.1 million per year 
which is about the same as in 2024.



The average price of a home in the 
U.S. increased by 1.4% in 2025. This 
is the lowest annual increase since 
2011.

CONSUMER SENTIMENT

As one might expect, consumer 
sentiment, as measured by the University 
of Michigan monthly survey, continued to 
fluctuate, starting the year at 74, falling 
to a low of 51 before ending the year at 
52.9. Readings in the 60’s are low by 
historical standards.

HOUSING

The interest rate on a 30-year fixed rate 
mortgage started the year at 6.85%, 
hit a high of 7.04% in January and 
finished the year at 6.15%. Rates have 
remained above 6% since September 
2022. Falling mortgage rates could be a 
catalyst for the housing market.
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INTEREST RATES

The Federal Reserve lowered the Fed Funds rate three times in 2025 on top of three cuts in 2024, lowering it from 5.5% 
to 3.75% over the past two years. Future Fed Fund rate cuts will be dependent inflation and employment data. Longer 
term rates (10-year Treasury rates) are determined by market forces and started the year at 4.58%, hit a low of 3.97%, 
before ending the year at 4.18%.   

   The Federal Reserve 
Lowered Rates

	 Three times in
2025, consistent 

with 2024.

Sales of new vehicles remained steady 
during the year. New vehicles sold at an 
annualized pace of 16 million vehicles 
which is on pace with 2024.
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CONSUMER SALES

Retail sales grew by 3% year over year 
in 2025 which is in line with prior years.



INFLATION

The major economic story of 2025 
continued to be inflation. While the rate of 
increase in inflation is falling, prices are 
still rising. Both headline inflation (which 
includes food and energy) and core inflation 
(which excludes food and energy) have 
been stabilizing but remain above the Fed’s 
target rate of 2%. Headline inflation started 
the year at 2.9% and dropped to 2.7% by 
the end of the year. Core inflation had a 
bigger drop, starting the year at 3.2% before 
ending the year at 2.7%.

The inflation data above is computed on a year over year basis (ie. December, 2025 to December, 2024) Another way to 
look at inflation is on a month over month basis which computes how much inflation is continuing to rise (rather than com-
paring to one year ago). On this measure, inflation data may indicate the worst of inflation is behind us.  
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The price of a barrel of oil 
started the year at $74, rose 
to a high of $83, spent the 
majority of the year in the 
$60s and ended the year at 
$61.  
     



US DOLLAR

The U.S. dollar fell 7.2% against other 
world currencies during the year. Given 
the run up in value in 2024 of the U.S. 
dollar is back in line with its 10-year 
average. A weaker U.S. dollar makes 
our exports less expensive to foreign 
markets and imported items more 
expensive to U.S. consumers.

STOCKS

Returns on stocks are a function 
of corporate earnings, expansion/
contraction in the Price to Earnings 
(PE) ratio and dividends.  As the 
stock market rises, attention needs 
to be paid to “why”?   

Corporate profits have been a big 
tailwind to the stock market. The 
S&P 500 Companies’ earnings 
are projected to increase 13% in 
2025 over 2024 earnings.  Current 
estimates call for 2026 earnings 
to increase 18% over 2025. 
The market views the current 
administration as more business 
friendly than its predecessor.

Along with the rise in corporate profits, the S&P 500 Price to Earnings (PE) ratio increased from 25 to 26 during the year.  
That puts current levels 18% and 30% above the 10-year and 20-year averages, respectively.  This leads us to believe 
that further expansion in the PE ratio may be muted.
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With the PE ratio elevated, one has to wonder how high can the stock market go? During 2025 the S&P 500 hit 39 
new record highs after hitting 57 in 2024. Hitting an all time high as proven to be a poor predictor of the market’s future 
performance.
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RECAP

The markets rewarded investors again in 2025. The U.S. stock market provided double digit returns for the 6th time out of 
the past 7 years. Interest rates rewarded investors as rates remained elevated. We believe in our investment strategies for 
the long term and stayed on course in spite of the worrisome headline news, and were rewarded for doing so. The year 
brought wealth transfer opportunities for our clients which we capitalized on as the situation warranted.    

At JVL Wealth Strategies, our mission is to create a financial strategy that helps our clients withstand the ups and downs 
of the markets. Our role is to prepare our clients for all economic and market conditions. Our planning and strategies are 
built to withstand market uncertainties. While we cannot control the news or the events and actions that affect the markets 
around the world, we can control the strategies and the planning to prepare our clients for the uncertainties the world has 
to offer. We are planners not predictors.  

We deeply value the trust our clients place in us. If you know of someone who could benefit from our experience, please 
let us know. You can learn more about us at www.jvlwealth.com. Feel free to pass the link along.
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BONDS

The bond market is a totally different market. 
Interest rates are relatively high across the 
board. With the cuts in the Fed Funds rate, 
the yield curve is no longer inverted. This has 
usually been a good sign for the economy, and 
has dampened talks of a recession.   

One of the concerns expressed by doubters of the stock market is the disproportionate impact of the magnificent 7 
stocks - the largest 7 stocks in the S&P 500. These seven stocks represent 33% of the total market cap and thus have an 
outsized effect on overall performance. Yet, in 2025 only two of the mag-7 stocks outperformed the overall S&P 500 index. 
In addition, in November only 32% of U.S. stocks were above their 50-day moving average, while today 70% of the stocks 
are. This signals the market has broadened out which is bullish for the markets.
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JVL Wealth Strategies has provided this material for informational purposes only.  The data used is from publicly available sources that 
we believe to be reliable.  The information provided is not intended to provide any investment, tax or legal advice and should not be 
acted upon without obtaining specific advice from a qualified professional.  Nothing in this material should be considered a solicitation 
for the purchase or sale of any security.  Past performance is not a guarantee of future results.


