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Main Takeaways: 
1) We remain humble given the possibility that abrupt changes to the economic system may result in heightened 

volatility for some time. So far, earnings estimates have not re-rated downward to account for the immediate costs of 
tariffs, making it difficult to gauge potential downside for equities. Unfortunately, there is no “silver bullet” asset 
allocation but diversification offers the best chance to successfully “ride it out to the other side”.

2) Volatile markets are not fun for anyone. However, overactive trading leads to “The Illusion of Control” bias where 
traders believe they have more influence or control over the market outcomes than they actually do. This often leads 
to the most impactful investment mistakes. Nevertheless, we are here to discuss your thoughts and concerns.

3) Market Trends during Q1’25 (March ’25 end) were largely the mirror image of Q4’24 (December ’24 end). Importantly, 
the S&P 500 entered 2025 with rich valuation levels leaving investors exposed to heightened volatility.  

4) Tariffs are blunt, heavy-handed tools that cause many unexpected and undesirable secondary effects. Tariffs will likely 
meaningfully weigh on future economic growth and, conversely, push inflation higher if enacted for more than a short 
period.  

5) We believe investors should heed Jack Bogle (Vanguard founder): “My rule—and it’s good only about 99% of the time, 
so I have to be careful here—when these crises come along, the best rule you can possibly follow is not “Don’t stand 
there, do something’ but ‘Don’t do something, stand there!”.



Q1’25 Recap…Relative Returns Mirror Image

Q4’24 

(10/01/24-12/31/24

Q1’25 

(01/01/25-3/31/25
Last Two Quarters/Six Months



We Have To Respect Possible Economic Disruption But Keep Your Eyes On The Prize



Diversification Is Your Best Bet 



Tariffs Will Likely Weigh on Economic Growth and Accentuate 
Inflation, At Least In The Short-Term

*Tariffs are taxes or duties imposed on imported goods. 
They are often imposed to protect domestic production 
and generate revenue for the government.  

*Tariffs ultimately function much like sales taxes, which fall 
largely upon the end consumer.

*Besides increasing the price of a given item, tariffs affect 
trade with other countries and may cause unintended 
disruption amongst supply chains.

*It is highly likely that the implementation of the current 
tariff regime for a meaningful period of time will cause 
increased inflation, with estimates of annual inflation 
moving back to the 4% range by the end of 2025.  
However, inflation is expected to moderate during 2026. 
Not good but not the 1970s either.



Stagflation – When Slowing Economic Growth and 
Inflation go Hand-in-Hand

February 2025 Misery Index = 
6.91

(Pre-tariff, pre-stock market 
drop)

May 1980 
Misery Index = 
21.93



Small-Cap Performance Has Been Disappointing But They 
Sill Look Attractive Longer-Term

Nov 5, 2024 – April 11, 2025

Last 20 Years though April 11, 2025



International Equity Relative Valuations Remain Much More 
Favorable AND Can Provide Diversification

#1—Much Cheaper #2—Persistent Across Sectors #3—Can Zig When US Based Stocks Zag



Fixed Income: Entry Yields Reasonably Attractive
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DISCLOSURE
Stocks offer long-term growth potential but may fluctuate more and provide less current income than other investments. An investment in the stock market should be made with an understanding of the risks associated with common stocks, including 
market fluctuations. Stock dividends are not guaranteed. Investments primarily concentrated in one sector may be more volatile than those that diversify across many industry sectors and companies. The technology industry can be significantly affected 
by obsolescence, short product cycles, falling prices and profits, and competition from new market participants. Global/International investing involves risks not typically associated with US investing, including currency fluctuations, political instability, 
uncertain economic conditions, different accounting standards, and other risks not associated with domestic investments. Investments in emerging markets may be subject to additional volatility. Stocks of small and mid-cap companies may also be 
subject to greater risk than that of larger companies because they may lack the management expertise, financial 
resources, product diversification and competitive strengths to endure adverse economic conditions. 
The value of fixed income securities will fluctuate with changes in interest rates, prepayment payment rates, exercise of call provisions, changes in the issuer’s credit ratings, market conditions, and other variables such that they may be worth more or 
less than original cost if sold prior to maturity. There is also a risk that the issuer will be unable to make principal and/or interest payments. Although treasuries are considered free from credit risk they are subject to other types or risks. These risks 
include interest rate risk, which may cause the underlying value of the bond to fluctuate, and deflation risk, which may cause the principal to decline and treasury securities to underperform traditional securities. 
The material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any security or instrument or to participate in any trading strategy. Past performance is not indicative of future results and there is 

no assurance that any forecasts/targets mentioned in this report will be attained. The indices have been provided for information/comparison purposes only. Individual investors cannot directly invest in an index.
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