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BIG THOUGHT

It has become common for many to declare that was the best game ever, the best play
ever, the craziest play ever, the worst economy, the best economy, and so on. Every take
must be more extreme and immediate. This is across sports, business, politics and more.
Beyond the emotions a little research or deeper thought would reveal instead of some-
thing being the best/worst ever, it actually is fairly typical. Our current investing environ-
ment seems to fit in with this narrative. In some respects, it has been a unique year. The

factors driving markets in the short-term can often be different. However, the market’s re-

action this year is not nearly as unusual as many think. The sharp correction in April and
quick recovery was a bit shocking, but having a correction of 15%-18% is not uncom-
mon. The recent November 5% correction often happens numerous times in any given
year. There is a wide range of returns this year, as some growth names have enjoyed huge
games, while other more value-oriented names trail the broader market. Rarely do all
types of stocks go up and down the same amount. The market, economy and even world
are always evolving. However, there are plenty of lessons to take from history that may
not repeat exactly but can be useful in dealing with future volatility.

BULLISH

o Administration starting to reduce some tariffs

° Fed likely to cut rates again in December

o Earnings season providing higher beat rate than normal

o December most frequently positive month of year for stocks
° Stock market in uptrend

BEARISH

° Supreme Court decision on tariffs could be unexpected
° Market valuation above average

° China relations and risk of attack on Taiwan

o Market pushing back against the Al spending

o Fed moving slower than many investors would like
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CHART OF THE MONTH

S&P 500 tech sector earnings and valuations
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s It seems impossible to go a day
without a comparison of the current
Al era with the Dotcom bubble. Many
of the comparisons are very insightful
and give us pause about how this
period may play out. However, there
are just as many differences. This
month we show how in year 2000
forward P/E ratios had reached an
extreme level well above the actual
trend of earnings. While | won't argue
todays tech sector is cheap, valua-
tions using the same forward P/E are
now substantially below the earnings
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Data source: Truist IAG, FactSet, S&P Dow Jones. Forward P/E = Price-to-Next 12 months consensus eamings expectations. Data as of October 7, 2025
Past performance does not guarantee future results.
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trend. At least so far actual earnings
growth is justifying the performance
and valuation of tech stocks. That
does not guarantee this will continue,
but they are in much better position
than during the Dotcom era.
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