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Uncertainty has always been the price of admission for investing. Yet for many, that price 
feels particularly steep today. Long-standing economic norms are being tested, political 
and geopolitical tensions are shifting, and inflation remains stubbornly elevated. Even 
as markets continue to show resilience, the breadth of possible outcomes has widened, 
leaving investors uneasy and unsure about the road ahead.

What history reminds us, however, is that risk is never absent. Markets constantly evolve, 
and while today’s environment may feel especially fragile, enduring portfolios are not 
built in reaction to headlines. Rather, they are constructed through consistent discipline, 
thoughtful diversification, and the ability to look past short-term noise in pursuit of long-
term opportunity.

A Market on the Move

Since the lows reached in April, equity markets have staged an extraordinary rebound, with 
the S&P 500 surging more than 30% to reach new record highs. This momentum has been 
powered by several key factors: enthusiasm surrounding artificial intelligence, corporate 
earnings that continue to surprise on the upside, and a consumer base that, despite ongoing 
challenges, has managed to keep spending intact.

While such performance has fueled optimism and lifted equity valuations, it would be 
a mistake to interpret rising stock prices as evidence that risk has disappeared. Investor 
sentiment can shift quickly, and the same enthusiasm that supports today’s rally could just 
as easily give way to caution tomorrow.

The Illusion of Market Leadership

A defining feature of the current rally 
is its reliance on a remarkably narrow 
group of companies, most notably the 
Big Tech giants driving the artificial 
intelligence boom. Years of outsized 
gains have propelled the ten largest 
companies in the S&P 500 to command 
almost 40% of the index. Nearly all now 
boast valuations above $1 trillion, and 
together they contributed an outsized 
57% of the index’s 14% return in the 
first nine months of 2025. Yet beneath 
this dominance lies a more complicated 
picture: only one—Broadcom—ranked 
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among the Top 50 performers this year, while most of the others failed to crack the Top 100.

There is no denying that large tech stocks are high-quality businesses, and their recent 
success has been largely justified. But they are far from the only game in town. Other sectors, 
including healthcare, industrials, and financials, continue to present compelling opportunities 
for long-term growth. Even utilities, long regarded as one of the market’s dullest corners and 
representing just over 2% of the index, deserve renewed attention as they stand to play a 
critical role in supporting the infrastructure required for the AI buildout.

History consistently reminds us that market leadership does not remain in the same hands 
forever. Concentrating in a small set of stocks may feel rewarding while momentum runs 
in their favor, but it also heightens risk should sentiment shift. Maintaining diversification 
allows investors to participate in today’s winners while ensuring they are also positioned to 
capture tomorrow’s opportunities.

Beyond Equities: Bonds and Alternatives

Equities dominate headlines, but bonds have quietly been a success story this year, posting 
returns of roughly 6% year-to-date. High quality fixed income remains a stabilizing force in 
balanced portfolios, offering reliable income and ballast during bouts of volatility. Shorter-
term bonds (e.g., those maturing within five years) offer attractive yields while reducing the 
risk of price swings if long-term interest rates rise.

Municipal bonds, which faced pressure earlier in the year due to heavy issuance and 
questions about tax treatment, now present renewed opportunities—particularly for those 
in higher tax brackets.

Alternatives also merit attention. While not suitable for every investor, these strategies can 
offer additional yield or excess return opportunities for those with the right horizon and risk 
tolerance. Alternatives bring unique risks and less liquidity, but when thoughtfully allocated, 
they can add meaningful diversification and downside protection to one’s portfolio.

The Fed’s Tightrope Walk

Looking ahead to the fourth quarter, the 
Federal Reserve remains at the center of 
the narrative. Policymakers are delicately 
balancing their dual mandate, which tasks 
them with maintaining stable prices while 
supporting full employment. Following a 
25-basis-point rate cut in September, the path 
forward remains highly debated within the 
Fed.

Although inflation data have come in better 
than many feared earlier this year, there is 
reason for caution. Companies that stocked 
up on inventory ahead of tariffs temporarily 
insulated themselves from higher costs, but 
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questions linger about what happens when those inventories run out. Should restocking 
occur at higher prices, inflationary pressures could reemerge rather than fade.

The labor market adds another layer of complexity. Layoffs are not surging, but demand 
for new hires has clearly softened, creating what might be described as a “no hire, no fire” 
environment. Job seekers are encountering fewer opportunities, even as companies hesitate 
to cut staff.

This backdrop complicates monetary policy. Moving too aggressively risks unmooring 
inflation expectations, while standing still could put further strain on the labor market. 
Fed Chair Jerome Powell has been clear: there is no risk-free path. With political pressure 
mounting, including speculation about Powell’s successor when his term ends next May, the 
Fed’s independence and credibility are likely to remain top of mind in the months ahead. 

Economic Resilience and Consumer Health

Despite policy uncertainty, consumer 
spending has remained remarkably resilient, 
helping to support growth and ease 
recession concerns. Still, vulnerabilities are 
emerging. Persistent inflation and a cooling 
job market are pressuring households, while 
rising delinquency rates suggest that some 
families are stretching their finances to 
sustain consumption. Should these trends 
deepen, consumer confidence could wane, 
undermining one of the economy’s most 
important pillars.

On the corporate side, earnings have thus 
far held up better than many expected, with 
companies demonstrating adaptability in 
managing costs and navigating uncertainty. 

Fiscal policy has also provided support, offering a cushion when confidence might otherwise 
falter. Yet, earnings resilience is not guaranteed. Margins could come under pressure from 
higher input costs, leaving corporate results more vulnerable in the months ahead.

Staying the Course

The past several months have underscored just how quickly conditions can shift. From steep 
declines in April to record-setting highs by late summer, the pendulum of investor sentiment 
has swung sharply in a short period of time. Through it all, it remains clear that uncertainty 
and risk are always present, but so too are the benefits of diversification and disciplined 
investing.

Excitement around artificial intelligence, strong corporate earnings and steady (if fragile) 
consumer spending all provide reasons for optimism. At the same time, stubborn inflation, an 
uneven labor market, and a Federal Reserve under pressure remind us that challenges remain.
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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!

For investors, the best course of action is the 
one that has stood the test of time: sticking with 
diversification, managing risks prudently, and 
maintaining a long-term perspective. Chasing 
market trends or allowing fear to dictate 
decisions often proves costly. By staying 
disciplined, investors can navigate periods of 
volatility while remaining positioned to take 
advantage of opportunities as they arise.

Should you have any questions about how 
your portfolio is positioned or how ongoing 
developments may affect your financial goals, 
please do not hesitate to reach out to your 
financial advisor. And as always, tune in to 
our Weekly Market Update for timely insights 
on market movements and what they mean 
for you.

https://www.epwealth.com/weekly-market-update


epwealth.comQ4 2025 Quarterly Outlook Newsletter 6

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.


