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The third quarter of 2025 ushered in steady gains with 
much less volatility than the first half of the year. Investors 
were cheered by a spectacular second quarter earnings 
season and continued strong business momentum from 
the ongoing AI spending boom. Stocks posted solid gains 
with the S&P 500 and Nasdaq gaining 8.1% and 11.4%, 
respectively. Even bonds did well with the Bloomberg 
Aggregate US Bond Index adding 2.0% for the 3Q’25.  

US trade deals continued to be reached by the Trump 
Administration during the third quarter with many of its 
key trading partners, including the European Union, Japan 
and Indonesia, at tariff rates well below those initially 
proposed in April, giving the market confidence that a global trade war could be averted. The upshot was that the effective US tariff rate fell 
from an estimated 28% earlier in the year to around 16% currently. Trade talks also continued between the United States and China with 
hopeful signs emerging in late-October that tensions and tariff rates may ease further.   

The third quarter also saw the Federal Reserve cut its benchmark Federal Funds Rate by 25 basis points for the first time since December of 
2024. The Fed noted concern over its future ability to maintain “maximum full employment” as behind its decision to reduce rates due to the 
recent uptick in layoffs and a large downward revision in previous payroll statistics. Unemployment is estimated to have risen slightly to 
4.3% in August but remains at historically low, or healthy, levels. The Fed went on to cut an additional 25 bps on October 29 to an upper-
bound Fed Funds rate of 4.00%, which is 125 bps lower than the 5.25% rate that existed back in September of 2024 just before it began its 
current easing cycle.  The markets expect one more cut in December of this year and two more cuts of 25 bps each next year, which would 
bring the Fed funds rate down to 3.25% by the end of 2026 - a level many economists view as “neutral” vs. the “slightly restrictive” levels of 
the past 3 years.  

The AI investment cycle continued at a solid pace with Alphabet announcing partnerships with Amazon’s Anthropic, Amazon reporting AI 
investments in its AWS infrastructure division of $30-35B, Meta (Facebook) planning to spend $72B in 2025 to build out AI infrastructure, and 
Nvidia is partnering with Oracle, OpenAI, Intel, CoreWeave, and many others.  In late October, NVDA also raised its forward 6-quarter 
revenue guidance by a stunning 27% to over $500 billion vs. the street’s prior expectation for $395 billion. 
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Net-Net: A damaging trade war was averted, volatility subsided, and our macro models confirmed the strong probability of a continued bull 
market in 2025. We expected elevated volatility in the first half of 2025 due to the initial sequencing of the Trump Administration’s tariff and 
deportation policies before its pro-growth, pro-business initiatives were passed later in the year. While first half volatility was greater than 
expected, this scenario has played out as the pro-growth, pro-business policies were passed in July and the stock market recovered to make 
all-time highs. We continue to expect a good year for investors in 2025 and a solid finish to the year.  

 

While our objective indicators and macro models drive our investment 
process, we also review analogs of prior investment backdrops that are 
relevant to current market conditions. Historically, the third quarter is the 
weakest quarter for the stock market, with the S&P 500 averaging a gain of 
only 1.4%. However, this year, not only dd the stock market rebound 
strongly off its April lows but it went on to post an unusually strong 8.1% 
gain in the seasonally weak third quarter. It also posted gains in both 
September and October, the weakest and most volatile months of the year.  

 

As shown on the accompanying table, when this has been the case, the S&P 
500 has gone on to post an additional gain of 5.6% on average for the 
remainder of the year with positive returns in every single instance. 

 

 

 

 

 

 

Year Nov Dec Year end

1945 3.2% 1.0% 4.3%
1958 2.2% 5.2% 7.6%
1980 10.2% (3.4)% 6.5%
2013 2.8% 2.4% 5.2%
2017 2.8% 1.0% 3.8%
2019 3.4% 2.9% 6.4%

Average 4.1% 1.5% 5.6%
Median 3.0% 1.7% 5.8%

% Positive 100% 83% 100%

S&P 500 Up +10% Through Aug & Sept & 
Oct Positive

Source: VGA, data sourced though Bloomberg 

mailto:info@vineyardglobaladvisors.com


2025 Third Quarter Review 

info@vineyardglobaladvisors.com Please see important disclosures at the end of this report. 3 

 

Another analog we are aware of each year is the Ned Davis Research (NDR) S&P 500 Cycle Composite (blue line), which provides a predicted 
path for the S&P 500 for any given year based on a weighted average of the one-year seasonal cycle, the four-year Presidential cycle and the 
ten-year decennial cycle. This is not formalized in our investment process - and some years track better than others - but the general pattern 
and its major inflection points are often accurate.  

For 2025, the Cycle Composite called 
for a strong start to the year that gives 
way to some early-spring volatility 
followed by strong gains into the 
summer, some fall volatility and then a 
strong finish to the year. The orange 
dashed line shows how the S&P 500 
has traded this year.  

The comparison of the Cycle 
Composite to the actual S&P 500 this 
year is notable in terms of the greater-
than-expected volatility in the spring 
(due to sky high initial proposed tariff 
rates) and the lack of significant 
volatility in the fall, as the S&P 500 
ploughed through the seasonal 
weakness of September and October, 
posting gains in each month. Time will 
tell how the last two months play out, 
but all our objective models and 
indicators point to a strong finish to the 
year. 

 

 

 

Source: Ned Davis Research  
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We’ve shown Haystack AI analysis before and reviewed its outlook for the next 12 months. Haystack AI is a tool that forecasts future price 
action based on historic trading patterns that are very similar to the most recent price action. The historic periods that most closely 
resemble the last six months of price action from the S&P 500 (black line below), project that the index will go on to gain 12.1% over the next 
12 months. It’s a strong historic composite since each of these prior six periods posted gains 12 months later.  Three of these historic 
periods occurred during the 1995-2000 “Dot-Com” bull market that saw the Nasdaq Composite gain a whopping 458% over its five-year run 
compared to its 111% gain realized during the first 728 trading days (3 calendar years) of the current AI bull market that began in the fall of 
2022.  Tools like Haystack are not perfect and need to be confirmed by our macro model input, but they are often interesting, nonetheless.  
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An axiom of markets is that “strength begets strength”, which means 
when markets are performing well, they often continue to do so. To the 
right, we show data from the S&P 500, Nasdaq and the Russell 2000 
Small-Cap Index during periods when each of these indices had 6-
month price gains in their upper 95th percentile at the same time (as 
they just have). Although huge gains might make an investor think that 
markets are overheated and due for a pullback, that has not tended to 
play out. As shown, the S&P 500 Index went on to post average gains 
over the next 6 and 12 months of 12.06% and 13.43%, respectively, 
with positive returns every single time. The Nasdaq posted additional 
gains every single time that averaged 11.47% and 10.94% while the 
Russell 2000 Index gained 18.5% and 11.55% with 80% of instances 
positive. 

 

Not only does strength often beget strength, but there is 
some historic evidence that “longevity begets longevity” 
The S&P 500’s current bull market hit its 3-year anniversary 
in October of this year, one of only 9 prior bull markets 
since WW-II to do so.  As shown in the accompanying 
table, in all but one instance, the S&P 500 index was higher 
over the next 6 to 12 months, with average gains of 9.56% 
and 13.63%, respectively.  
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Risks to the Bull Market 

The past month has seen headlines about delinquencies in the sub-prime auto and auto parts lending markets with two companies filing 
for bankruptcy, Tricolor and First Brands. These filings sparked contagion concerns within the $2 trillion private credit market that has grown 
rapidly in recent years. The delinquencies also stirred up bad memories from the 2008-09 Global Financial Crisis whose epicenter was US 
sub-prime mortgage delinquencies. Below we show the 2008 mortgage picture (pie chart left) vs. the 2025 auto lending picture (pie chart 
right). First off, the size of the total market for mortgages in 2008 was $10.6 trillion compared to only $1.6 trillion for the auto lending market 
in 2025. Sub-prime mortgages totaled $1.3 trillion in 2008, which equated to 9% of US GDP (the size of US economy) vs $325 billion of sub-
prime auto loans in 2025, or just 1% of US GDP. About $330 billion of sub-prime mortgages had to be written off in 2008-09, hitting the US 
economy for a 2.3% GDP loss. If auto lenders had to write off 20% of the sub-prime loans as predicted by a recent study by the credit ratings 
firm Fitch, that would result in only $60 billion of losses, or 0.2% of GDP in 2025. 

While sub-prime auto delinquency stories have been hyped by the media, the scale of the problem appears much smaller than the sub-
prime mortgage crisis of 2008-09 and unlikely to escalate into a systemic threat that triggers a financial shock and bear market decline of 
20%+. We will continue to monitor a broad range of risk metrics that have historically signaled major economic storms on the horizon. Not 
only are we NOT seeing a flare-up in these key risk metrics currently, third quarter earnings for the vast majority of lenders have been quite 
strong with little indication of broader credit deterioration.  
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Risks to the Bull Market 

Another bearish narrative is that: “the US economy would be in a recession if not for the AI spending boom.” In other words, AI spending 
is the only thing keeping the US economy afloat. Below we breakdown the US economy into its three main components – consumer 
spending (orange), government spending (green) and fixed investment, excluding AI (blue). The purple sliver is AI spending. With AI spending 
estimated $370 billion for 2025, it represents only 1.1% of the $31 trillion US economy.  In terms of growth, consumer, government and fixed 
investment is expected to grow $925 billion in 2025 vs. AI spending growth of $70 billion year-over year. Thus, AI spending is expected to 
contribute about 7% while non-AI spending accounts for 93% of the growth of the US economy in 2025. There’s a whole lot more to the US 
economy than just AI. 
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Risks to the Bull Market 

A valuation reset is certainly possible given that the S&P 500’s valuation on a market-cap weighted basis (which disproportionately weights 
8 expensive large cap tech stocks) is stretched vs. its historic norm. There are several ways to measure this which we track, but the chart 
below shows that the S&P 500 on a market capitalization weighted basis is trading at 25.5 times its forward 12-month earnings vs. its 15-year 
average of 18.3 times. Should the S&P 500 fully reset its valuation to its 15-year average, its price would need to drop 21%.  

 

 

 

 

 

 

 

 

 

 

 

 

 

A counter argument to this valuation concern is that the AVERAGE stock in the S&P 500 is not as overvalued. The chart below shows that the 
S&P 500 on an EQUAL-WEIGHTED basis is currently valued at 19.4x times its forward 12-month earnings vs. its 15-year average of 17.4 
times. While this is not cheap, the average stock would need to fall only 9% to re-set its valuation.  

 

10

15

20

25

30

35

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

S&P 500 Index P/E Ratio
Forward 12 Month Estimates

S&P 500 PE Ratio Historical Average

25.5x

18.3x

(21)%

Source: VGA, data sourced though Bloomberg 

mailto:info@vineyardglobaladvisors.com


2025 Third Quarter Review 

info@vineyardglobaladvisors.com Please see important disclosures at the end of this report. 9 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

We would add that valuation is not particularly predictive of the S&P 500’s returns over any 6 to12 month period. Expensive markets can get 
more expensive while cheap markets can get cheaper. Often a recession provides the catalyst for a deeper valuation reset as earnings 
estimates and valuation multiples are both revised lower. Additionally, the second quarter earnings season was one of the best in years with 
S&P 500 earnings growing 12% year-over-year (vs. the long-term average of around 7%). With 2/3 of third quarter earnings in, earnings growth 
remains impressive at 11% year-over-year with strong forward guidance being provided. The bearish narrative that companies “front-loaded” 
the higher tariffs by stockpiling cheap inventory in the first quarter isn’t playing out. Earnings are coming through better than the historic 
long-term average. Companies know their inventory cost dynamics and would not be providing positive guidance to the degree they are if a 
big surge in inventory costs were about to crush their operating margins. 

 

 

Source: VGA, data sourced though Bloomberg 
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Net-net: until we see extreme overbought conditions and/or deterioration in our macro models we are reluctant to raise the probability of a 
severe correction much less call the end to the current bull market, but we fully acknowledge 5-10% corrections that work off some 
valuation froth are not only possible but likely in the quarters ahead.  

As always, if our objective indicators change, we will adjust accordingly.  

We remain focused on disciplined risk management and long-term positioning aligned with our clients’ objectives. We appreciate your 
ongoing trust and welcome any questions or conversations regarding the opportunities and risks ahead. 

 

We are available at vineyardglobaladvisors.com. 

 

Best Regards, 

Vineyard Global Advisors Investment Team 
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Important Information & Disclosures 
Vineyard Global Advisors LLC is a dba of the registered entity Integrated Advisors Network LLC, collectively hereinafter (“the Adviser” or “Vineyard Global Advisors” or “VGA”) was founded in 2015. The 
information provided by VGA (or any portion thereof) may not be copied or distributed without VGA’s prior written approval. All statements are current as of the date written and does not constitute an offer or 
solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it would be unlawful to make such offer or solicitation. The standard fee schedules for 
VGA’s strategies are shown in the firm’s Form ADV Part 2. VGA and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein (including any attachments) is 
not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated with VGA of any of the matters addressed herein or for the 
purpose of avoiding U.S. tax-related penalties. 
 
Model Performance – See Additional Strategy Specific Disclosures 
The performance information provided in this document is modeled simulated performance (“modeled performance”) produced by a model following what is believed to be a materially similar strategy as will 
be utilized by Vineyard Global Advisors. It does not represent the actual performance of any fund or account and no investor has experienced these results. Model performance represents the results of a 
model investment portfolio, and includes performance results generated by a model portfolio managed with the same investment philosophy used by the adviser for actual client accounts and consisting of 
the same securities recommended by the adviser to clients during the same time period, with variances in specific client objectives being addressed via the asset allocation process (i.e., the relative 
weighting of stocks, bonds, and cash equivalents in each account). This type of performance is hypothetical because although the model consists of the same securities held in client accounts, the asset 
allocation process results in performance results that were not actually achieved by any client. Models are often designed to represent the appropriate balance of securities for a client’s portfolio based on 
defined investment objectives and risk tolerance. Models do not reflect actual trading, and therefore, do not reflect the impact that economic and market factors including concentration, lack of liquidity or 
market disruptions, may have on investment decisions. Actual events are difficult to predict and are beyond the control of Vineyard Global Advisors. Actual events may be different, perhaps materially, from 
those assumed. The information contained herein does not purport to contain all of the information that may be required to evaluate the investment strategy and you should conduct your own independent 
analysis of the data referred to herein. The actual performance of any fund or account managed by Vineyard Global Advisors may be materially different from the modeled performance shown for a number 
of reasons including (i) differences in net asset values and expenses ratios, (ii) differences in the portfolio, fees, commissions and dividend accounting, (iii) permitted underlying securities and investment 
guidelines, (iv) different valuation methodologies and liquidity terms, and (v) changes in trading strategy over time. In particular, the modeled performance shown do not reflect any management or incentive 
fees, while any investment product offered by VGA will be subject to management fees and may be subject to incentive fees. Actual returns will be reduced by investment advisory fees and other expenses 
that may be incurred. The periodic deduction of fees produces a compounding effect on the total rate of return net of management fees. There is no certainty or representation made that any investment 
product or account’s performances will be or would have been similar to the modeled performance provided. The use of the modeled performance is provided solely for informational purposes and should not 
serve as the basis for a determination to invest in any investment product or account.  
 
Benchmarks and financial indices are shown for illustrative purposes only and are provided for the purpose of making general market data available as a point of reference only. Such benchmarks and 
financial indices are unmanaged, assume reinvestment of income, do not reflect the impact of any trading commissions and costs, management and incentive fees, and have limitations when used for 
comparison or other purposes because they, among other reasons, may have a different trading strategy, volatility, credit or other material characteristics (such as limitations on the number and types of 
securities or instruments). No representation is made that any benchmark or index is an appropriate measure of comparison. 
 
The performance figures reflect the following assumptions, the deduction of advisory fees at the rate of 0.75% annually. The figures assumed that dividends and other income were reinvested.  
 
Back Tested Results 
Any back-tested results based on simulated or hypothetical performance have certain inherent limitations. Unlike the results shown in an actual performance record, these results do not represent actual 
trading. Also, because these trades have not actually been executed, these results may have under-or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity. Simulated 
or hypothetical trading programs in general are also subject to the fact that they are designed with the benefit of hindsight. No representation is being made that any account will or is likely to achieve profits 
or losses similar to these being shown. 
 
Any case studies are intended to illustrate products and services available through VGA. They do not necessarily represent the experience of other clients nor do they indicate future performance. 
 
Research/Outlook Disclosure: 
This information was produced by and the opinions expressed are those of VGA as of the date of writing and are subject to change. Any research is based on VGA proprietary research and analysis of 
global markets and investing. The information and/or analysis presented have been compiled or arrived at from sources believed to be reliable, however VGA does not make any representation as their 
accuracy or completeness and does not accept liability for any loss arising from the use hereof. Some internally generated information may be considered theoretical in nature and is subject to inherent 
limitations associated therein. There are no material changes to the conditions, objectives or investment strategies of the model portfolios for the period portrayed. Any sectors or allocations referenced 
may or may not be represented in portfolios of clients of VGA, and do not represent all of the securities purchased, sold or recommended for client accounts. 
Due to differences in actual account allocations, account opening date, timing of cash flow in or out of the account, rebalancing frequency, and various other transaction-based or market factors, a client’s 
actual return may be materially different than those portrayed in the model results. The reader should not assume that any investments in sectors and markets identified or described were or will be 
profitable. 
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Investing entails risks, including possible loss of principal. The use of tools cannot guarantee performance. Past performance is no guarantee of future results. The information provided may contain 
projections or other forward-looking statements regarding future events, targets or expectations, and is only current as of the date indicated. There is no assurance that such events or targets will be 
achieved and may be significantly different than that shown here. The information presented, including statements concerning financial market trends, is based on current market conditions, which will 
fluctuate and may be superseded by subsequent market events or for other reasons. 
 
Market indexes are included in this report only as context reflecting general market results during the period. VGA may trade in securities that are not represented by such market indexes and may have 
concentrations in a number of securities and in asset classes not included in such indexes. Accordingly, no representations are made that the performance or volatility of the model allocations will track or 
reflect any particular index. Market index performance calculations are gross of management and performance incentive fees. 
 
The charts depicted within this presentation are for illustrative purposes only and are not indicative of future performance. The data do not reflect the material differences between stocks, bonds, bills and 
inflation, such as fees (including sales and management fees), expenses or tax consequences. Common stocks generally provide an opportunity for more capital appreciation than fixed income investments 
but are also subject to greater market fluctuations. Corporate bonds, US Treasury bills and US government bonds fluctuate in value but, if held to maturity, offer a fixed rate of return and a fixed principal 
value. Government securities are guaranteed as to the timely payment of interest and provide a guaranteed return of principal. The principal value and interest on treasury securities are guaranteed by the 
US government if held to maturity. Investors cannot directly invest in an index. Actual results may vary based on an investor’s investment objectives and portfolio holdings. Investors may need to seek 
guidance from their legal and/or tax advisor before investing. 
 
To the extent the investments discussed herein represent international securities, you should be aware that there may be additional risks associated with international investing involving foreign economic, 
political, monetary and/or legal factors. International investing may not be for everyone. 
Municipal Bonds may be subject to state and local taxes, and/or the alternative minimum tax and capital gains tax. May be worth less or more than face value if sold prior to maturity. 
 
 
Investment advisory services are provided through Integrated Advisors Network, LLC (“Integrated”) a registered investment advisor. Registration does not imply a certain level of skill or training. Vineyard 
Global Advisors, LLC is a practice group of Integrated. 
 
The opinions expressed herein are those of Vineyard Global Advisors and are subject to change without notice. This material is not financial advice or an offer to sell any product. Forward-looking 
statements cannot be guaranteed. This document may contain certain information that constitutes “forward-looking statements” which can be identified by the use of forward-looking terminology such as 
“may,” “expect,” “will,” “hope,” “forecast,” “intend,” “target,” “believe,” and/or comparable terminology. No assurance, representation, or warranty is made by any person that any of Vineyard’s assumptions, 
expectations, objectives, and/or goals will be achieved. Nothing contained in this document may be relied upon as a guarantee, promise, assurance, or representation as to the future. Vineyard Global 
Advisors is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a certain level of skill or training. 
 
Investment advisory services offered through Integrated Advisors Network, LLC (“Integrated), a registered investment advisor. Vineyard Global Advisors is a DBA of Integrated. 
 
The S&P 500 Index is a stock market index that tracks the performance of 500 of the largest publicly traded companies in the United States. It is market-capitalization-weighted, meaning companies with 
a larger market value have a greater impact on the index. The S&P 500 is widely used as a benchmark for the U.S. equity market and provides a broad representation of various sectors of the economy, 
including technology, healthcare, financials, and consumer goods. It is often used by investors to gauge overall market performance and to compare the returns of individual investment portfolios. This 
document contains performance data that references the S&P 500 Index (the "Index"). The S&P 500 Index is a market capitalization-weighted index of 500 of the largest publicly traded companies in the 
U.S. and is widely regarded as a benchmark for the U.S. equity market. Please note that the S&P 500 Index is unmanaged and does not include transaction costs, fees, or expenses associated with the 
purchase or sale of securities. Unlike the performance of the Fund, which may be subject to fees, the performance of the Index does not reflect the impact of these costs. Index returns are typically gross 
returns, unless otherwise specified. Past performance of the Fund or its manager is not indicative of future results, and there can be no assurance that the Fund will outperform or track the performance of 
the S&P 500 Index or any other benchmark. The S&P 500 Index is used solely for comparison purposes and does not reflect any investment strategy or portfolio. It is not possible to invest directly in the 
S&P 500 Index. 
 
There is no guarantee that the investment objectives will be achieved. Moreover, past performance is not a guarantee or indicator of future results. Does not constitute advice or a recommendation or offer 
to sell or a solicitation to deal in any security or financial product. It is provided for information purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able 
to understand and make their own evaluation of the proposals and services described herein, any risks associated therewith and any related legal, tax, accounting or other material considerations. 
Integrated is registered with the Securities and Exchange Commission (SEC). Registration of an investment adviser does not imply any specific level of skill or training and does not constitute an 
endorsement of the firm by the Commission. Business is only transacted in states in which it is property registered or is excluded or exempted from registration. A copy of Integrated's and VGA's current 
written disclosure brochure filed with the SEC which discusses among other things, business practices, services and fees, is available through the SEC's website at: www.adviserinfo.sec.gov 
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