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Main Takeaways: 
1) Markets rebounded strongly during Q2’25 (ending June), despite the unsettled tariff situation. Notably, the riskier parts 

of most asset classes were the strongest performers. For example, high yield bonds gained 3.5% with the associated 
credit spreads (i.e. margin of safety) back down near historical lows. In the stock market, unprofitable equities vastly 
outperformed profitable, higher-quality components. 

2) While earnings-per-share (EPS) estimates have improved, we remain humble given that investor enthusiasm--expressed 
as Price/Earnings (P/E) multiple expansion-- rather than a demonstrable improvement in fundamentals has powered 
the market’s recovery. In our opinion, diversification offers the best chance to successfully navigate future unknowns.

3) US economic trends have downshifted in 2025 but appear solid with Q2’25 tracking in the 2%-2.5% range following 
Q1’25’s -0.5% reading, which was affected by unusual international trade trends before the initial tariff deadlines. 

4) We are concerned about the long-term U.S. government budget. However, it is important to appreciate that the 
aggregate U.S. household liabilities relative to net worth assets is near a 50-year low. Consumer spending drives 
approximately 70% of U.S. GDP. 

5) International stocks have performed well so far in 2025, especially in U.S. dollar ($) terms. The greenback’s steep drop 
relative to a basket of foreign currencies so far this year has our attention but remains within a multi-year trading range. 
Importantly, international stocks provide $ diversification for U.S. based investors. 



GDP Likely Resuming Growth in 2Q25 / Inflation Down But Not Out

Atlanta Fed 
GDPNow 
Estimate for 
2025 Q2: 2.6% 
(As of July 9, 
2025)



Fiscal Deficits Ballooning – Low Household Leverage is a Powerful Offset



Recent Dollar Weakness Should be Viewed Through a Long-term Lens



Q2’25 Recap…Relative Returns Continue To Rotate Quarter to Quarter

2Q25
04/01/25 – 06/30/25

1Q25
01/01/25 – 03/31/25

Last Two Quarters/Six Months



Stocks Have Snapped Back, but Low-Quality Rally Warrants Caution

Source:  Bespoke



Small Cap Stocks: Limited Index Overlap Results in Diverging Returns

June 30, 2024 – June 30, 2025

Q2’25



Multiples Have Driven US Returns Over Last 15 Years: We Do Not 
See As Sustainable



The Case to Hold International Stocks Remains



International Stocks Remain Relatively Cheap



Bonds: Yields Are Compelling, But We Are “Watching the Yield Curve”



100 South Mason Street, Suite C | Harrisonburg, VA 22801
www.GLLPWM.com

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.


