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For movie fans, 2024 was the year of the sequel. Blockbusters like Wicked, Moana 2, and 
Beetlejuice Beetlejuice dominated theaters, with studios betting on the tried-and-true success 
of established franchises. The strategy paid off—nine of the year’s ten highest-grossing films 
were sequels, a testament to Hollywood’s enduring ability to capitalize on nostalgia and 
familiarity.

Outside the box office, investors experienced a sequel of their own as the stock market delivered 
its second consecutive year of returns exceeding 20%—a rare feat accomplished only three other 
times in the past century. While it’s hard to outshine an original, this encore performance came 
with a fair critique: a lack of originality, with gains once again concentrated among a small group 
of dominant players.

Leading the charge were the “Magnificent 7” (Apple, Microsoft, Amazon, Meta, Nvidia, Alphabet, 
and Tesla), which collectively delivered a 66% return following 2023’s 106% surge. In contrast, the 
broader market—represented by the S&P 500 Equal Weight Index—posted a more modest but 
still respectable gain of 11%.

As we look to 2025, the question on everyone’s mind is whether this momentum can continue—
or whether a dramatic plot twist awaits.

Navigating risk and uncertainty comes with the territory when investing in stocks, but the breadth 
of uncertainty seems much higher than usual today. Key questions loom about how potential 
shifts in U.S. policies might reshape the business and economic environment in the months and 
years ahead.

Donald Trump’s return to the White 
House, itself a sequel, brings with 
it both promise and peril. Policies 
such as tax cuts and deregulation 
may buoy markets, but the potential 
for protectionist trade measures, 
mass deportations, or challenges 
to Federal Reserve independence 
could stoke inflation and undermine 
confidence. Even with a Republican 
sweep in November, the slimmest 
House majority since the 1930s may 
necessitate compromises, adding layers 
of complexity to an already uncertain 
environment (see Figure 1).
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Rather than speculate about potential policy outcomes, we remain focused on the data. Following 
widespread predictions of a recession in 2023 driven by tight monetary policy, the U.S. economy 
has remained resilient and is expected to have grown by nearly 3% in 2024, bolstered by robust 
consumer spending.

However, the economy is far from perfect, and there are some trends that bear watching in the 
new year.

Despite evidence of continued job growth in the U.S., the labor market is showing signs of cooling. 
While layoffs remain low, the steady increase in the unemployment rate and a rise in the average 
duration of unemployment suggest demand for workers is softening.

Meanwhile, progress on the inflation 
front has stalled, leading many to 
question how quickly the Federal 
Reserve can deliver additional policy 
support following 75 basis points 
(0.75%) of rate cuts in the second 
half of 2024 (see Figure 2). In the 
meantime, rising delinquency rates 
suggest lower-income households 
that have not benefitted from the 
rising stock market and home values 
continue to feel the pressure.

For its part, the Fed is taking a “wait 
and see” approach as it considers its 
next move. Following the December 

FOMC meeting, Fed Chair Jerome Powell likened the uncertainty the Fed now faces to driving 
in fog—it’s prudent to proceed with caution when visibility is low. With the next rate move not 
expected to occur for several months, policymakers will have time to scrutinize incoming data 
and see how things unfold with the incoming administration.

While we await clarity from Washington, 

we maintain a favorable outlook for 

stocks and believe that equities will be 

supported in large part by expectations 

for broad-based earnings growth in 

2025 (see Figure 3). However, following 

a year that saw little downside volatility 

and nearly 60 record closing highs for 

the S&P 500 (nearly one of every four 

trading days), investors should brace 

for less smooth sailing ahead.
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The prevailing consensus suggests the good times for the stock market are expected to continue. 
According to a recent survey by The Conference Board, individual investors are more optimistic 
about the 12-month stock outlook than they have been in nearly 40 years (see Figure 4). This 
bullish sentiment is echoed by professionals, with all 19 Wall Street strategists tracked by 
Bloomberg forecasting further stock market gains in 2025. However, it’s worth noting that the 
same group of strategists had predicted a modest 2% gain for stocks in 2024, highlighting the 
need to take these projections with a grain of salt.

This widespread confidence is 
encouraging but it also carries a 
note of caution. After two years 
of strong market performance 
that has pushed valuations to 
elevated levels, such pervasive 
optimism creates the potential for 
disappointment if economic data 
turns negative or policy decisions 
fail to meet expectations.

As we move into 2025, the 
investment landscape presents 
both opportunity and challenge, 
framed by ongoing economic 
resilience, shifting policy dynamics, 
and evolving market leadership. At the heart of our strategy remains a steadfast commitment to 
diversification and long-term thinking. Whether navigating a blockbuster year or enduring a plot 
twist, these principles ensure portfolios remain resilient in the face of uncertainty and poised to 
capture opportunity.

While concentrated market leadership has been a hallmark of recent years, we see value in 
underappreciated sectors and geographies that provide opportunities beyond today’s high-flying 
technology companies. 

Outside of equities, fixed income remains an essential component of diversified portfolios, 
providing both income and balance for investors. Starting yields are a critical factor in determining 
future bond returns, and today’s yields present the most attractive entry point since the Global 
Financial Crisis. Given this favorable backdrop, investors should be cautious about lingering 
too long in cash, as its yield is likely to decline gradually in tandem with the Federal Reserve’s 
anticipated interest rate cuts.

Portfolios can also benefit from various types of alternative investments such as those in private 
or less liquid markets. Although these strategies are not suitable for all investors, alternatives can 
enhance diversification by providing exposure to areas that have a low correlation to traditional 
asset classes.
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As always, we thank you for entrusting us with your financial goals. Together, we’ll continue 
to chart a course through the complexities of this ever-changing environment, building on the 
progress we’ve achieved while staying prepared for whatever comes next.

If you have any concerns about your portfolio, we encourage you to review your financial plan with 
your advisor. Stay informed by subscribing to our blog, where we share weekly insights on market and 
economic events.

Adam N. Phillips, CFA, CAIA, CFP®

Managing Director, Investments, Partner

A Trusted Perspective
The EP Wealth Advisors® team are regularly quoted in media publications, including:

Do you have follow-up questions?
Or if you would like to discuss further, contact us today. We’d love to help!
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Disclosures:
Information presented is believed to be factual as of the end of the last calendar quarter, but we do not guarantee 
its accuracy and it should not be regarded as a completed analysis of the subjects discussed. All information is 
derived from sources deemed to be reliable. All expressions of opinion reflect the judgment of the authors and 
are subject to change. Content does not involve the rendering of personalized investment advice and should 
not be construed as a recommendation or solicitation to buy or sell a particular security. A professional advisor 
should be engaged before implementing any of the strategies discussed.

Portfolio diversification is no assurance of investment success nor does it eliminate the risk of investment loss. 
Different types of investments involve varying degrees of risk, and there can be no assurance that any specific 
investment will either be suitable or profitable for a client’s investment portfolio. There can also be no assurance 
that any investment or strategy will outperform any particular benchmark.

EP Wealth Advisors, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission 
(SEC). Registration with the SEC does not constitute an endorsement by the SEC, nor does it imply that EPWA has 
attained a certain level of skill or ability.

This newsletter is limited to the dissemination of general information intended to inform current and prospective 
clients of current events affecting the market. The opinions expressed in this newsletter are not an exclusive 
determinant of how recommendations are made by EP Wealth Advisors, LLC in constructing actual client 
portfolios. Recommendations to actual client portfolios may differ in accordance with their investment objectives, 
preferences, financial situation, account size, risk temperament, and diversification requirements.

Tax information is general in nature and should not be construed as legal or tax advice. Always consult an attorney 
or tax professional regarding your specific tax or legal situation.

Projections presented are based on assumptions that may never come to pass. No guarantee is given that the 
projections presented will be met or sustained. Market events and other factors may influence the reliability 
of the potential outcomes. No current or prospective client should assume that the future performance of any 
specific investment or strategy, or product made reference to directly or indirectly, will be profitable or equal to 
past performance levels.

Although this report references possible future financial conditions, future financial conditions and events can 
never be accurately predicted. No analysis, plan, or report has the ability to accurately predict the future.


