
 

MARKET COMMENTARY 1st QUARTER 2025 
 
In January we wrote that earnings per share growth for the S&P500 for the previous three years had been 5.5%, but the market index 
had returned 29%.  The S&P500 was trading 27% above its 20-year average valuation. International stocks could be purchased at a 
38% discount to domestic stocks.   
 
For the first quarter of 2025, the S&P500 declined 4.3% while the EAFE (International) index rose 8%.  Also appreciating in the first 
quarter were bonds (up 2.7% for the iShares U.S. Aggregate Bond ETF) and Gold (up 19% for the iShares Gold Trust ETF).  Small caps 
fell 9.5%. An allocated portfolio had elements that both fell and rose in value. Growing uncertainty in the markets have put a pause 
on consistent market gains for domestic stocks.  
 
Trade and tariffs have taken center stage in news reports. The World Trade Organization is an entity that moderates a system that 
attempts to add order and process to a complicated and chaotic human system.  Its 2024 World Tariff Profile report is 240 pages long. 
Tariffs are common and one way that countries affect the ability of others to import products. The WTO report includes 22 product 
groups, Textiles, Transport Equipment, Fruits and Vegetables being several. Each product group can have many sub-categories. Things 
like “Knitted or Crocheted fabrics” in Textiles or “flat-rolled products of iron or non-alloy steel, of a width > 600MM, hot-rolled, non-
clad, plated or coated” in the Minerals and Metals group;  Fairly specific and numerous.   
 
The complicated matrix of products and tariffs (always changing) is one aspect of the trade world.  If you don’t want to change a 
tariff, you can make a complaint or take a protective action against another country on a specific product.  These actions are also 
normal and numerous.  At the end of 2023, China faced 673 of these protective measures against it. India faced 103. The U.S. faced 
69.  The US had taken 503 actions against other countries.  
 
The administration’s changes to tariffs are material in that the tariffs are changing significantly and in an abrupt manner.  This creates 
uncertainty both in the current operations of companies and viability and predictability of future investment. The rationale is that 
the status quo has hollowed out the manufacturing base of the US over the last few decades and an effort is needed to reshore 
industry to drive up domestic wages.   
 
Are the tariffs the reason for the market’s turmoil this year? They are certainly an ingredient. But when a boat capsizes, is it because 
that last person went to the starboard side of the boat, tipping the scales. Or was it because the boat was overloaded to begin with.   
 



 

 
The domestic equity market has been priced at a premium valuation compared to its history.  High prices and growing uncertainty do 
not typically coexist together. If it was not the proposed tariffs that caused turmoil it could have been Japan, China, the Middle East, 
Russia, and/or the continued impact of higher interest rates on a highly indebted system. 
 
Has the market bottomed?  The correct answer is that nobody knows.  I would point out that the S&P500 still trades at a historically 
high valuation.  There may still be some speculative excess in the markets. Someone created a cryptocurrency called Fartcoin last 
October with an initial value of $20 million.  The price was bid up over the next few months and as of January 18 of this year the total 
supply of Fartcoins was valued at $2,570,000,000. That’s $2.5 billion.  Ridiculous?  Seems like it. But if we use the price as an 
indicator, I might suggest that the stock market may continue falling until Fartcoin reaches a value of $0 (zero). Perhaps $0 is too low. 
I don’t recall the global revenue of Pet Rock sales in the 1970’s, so a value of $0 may be too low.  The current value is down to $500 
million, so there might be room for continued declines in the stock market. (The previous sentence was written before Thursday of 
this week when Fartcoin dropped another 25%).  Animal spirits have not quite been tamed yet. 
 
We continue to like globally diversified portfolios with a bias towards value stocks and assets in general that produce cash flows that 
are visible to investors. It would not surprise us for international stocks to continue outperforming domestic stocks. Bonds will likely 
continue to produce positive returns.    
 
If the recent level of market volatility continues you will likely see another note before next quarter end. You may always reach out to 
us if you have a specific question or concern. That is what we are here for.  
 
Regards, 
 
Peter B. Harre, CFA 
 
 


