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Market Strength vs August Weakness

The S&P 500 has surged more than 30% since its April lows, reaching new all-time highs. While investor

confidence remains cautious rather than euphoric—which is a positive sign—August has historically been
a tough month for the market, particularly in post-election years. Below is a chart showing the S&P 500’s

monthly returns since 1950, highlighting the performance of August.

Buckle Up In August
S&P 500 Index Average Monthly Returns (1950 - 2024)
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While seasonality shouldn’t be the sole factor in making investment decisions, it’s important to recognize
that August and September have historically been weaker months for the market. Since 1950, August has
posted six consecutive negative returns during post-election years of second-term presidents. Given the
market’s strong rally from recent lows, some pullback or weakness now would be a normal part of the
cycle. This doesn’t signal the end of the bull market but rather a healthy pause that investors should
expect.

The Interest Rate Debate

President Trump has been outspoken in urging Fed Chairman Jerome Powell to cut interest rates.
However, at the July meeting, Powell not only held rates steady but also cast doubt on a possible cut at the
September meeting. Adding to the complexity, the July jobs report came in weaker than expected—an
important factor since the Federal Reserve’s dual mandate focuses on managing both unemployment and
inflation. Although the unemployment rate remains low by historical standards, the softer jobs data could
signal early signs of a slowdown. Meanwhile, despite inflation trending downward in 2025, ongoing tariff
uncertainties have made the Fed cautious about lowering rates.


https://www.carsongroup.com/insights/blog/here-comes-august-buckle-up/
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In the chart above, the futures market is pricing in a 91.4% probability of the first rate cut occurring in
September 2025. Looking ahead to year-end, the market expects roughly an equal chance of two or three
rate cuts. While interest rate futures are always subject to change, current probabilities strongly suggest that
the Federal Funds rate is likely to decline in the coming months.

How Al is Supporting the Economy

In 2025, the U.S. economy is experiencing a notable shift: Al investment has become a more significant
driver of GDP growth than consumer spending. This trend marks a departure from the traditional
economic model, where consumer expenditures typically account for approximately 70% of GDP. Al-
related capital expenditures, encompassing investments in data centers, chips, and software, have
contributed more to economic expansion in the first half of 2025 than consumer spending. Major
technology companies, including Meta, Microsoft, and Nvidia, are collectively investing over $300 billion
in Al infrastructure this year, underscoring the sector's pivotal role in the current economic landscape .
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https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html
https://www.isabelnet.com/performance-capex-and-rd-etfs-vs-sp-500/#google_vignette

Conversely, consumer spending has shown signs of stagnation. Despite a low unemployment rate of 4.2%,
job creation has been modest, and wage growth is easing, leading to reduced consumer expenditures.
Inflation remains elevated, particularly in goods prices, partly due to recent tariffs, which has kept the
Federal Reserve from cutting interest rates. Additionally, high interest rates are impacting rate-sensitive
sectors like housing, contributing to economic deceleration. Without the robust growth in Al-related
spending, the economy might be at risk of stalling .

Articles We're Reading

EU to suspend US tariff countermeasures for 6 months following deal with Trump (Reuters)

Tesla board approves Elon Musk stock award worth $29B (Yahoo Finance)

Global M&A has reached $2.6 trillion, the highest for the first seven months of the year since the 2021
(Yahoo Finance)

Goldman Sachs says US housing to remain weakest part of economy, falling 8% (CNBC)


https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Feu-suspend-us-tariff-countermeasures-141355352.html&data=05%7C02%7Cstock%40lakest.com%7Ca3221bdf4d4b483b90e208ddd397101a%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C638899367945275034%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=3TE9c9zpPWuVosrYQaD9%2B473Wxs5Ql9nC034n0FokCo%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Ftesla-board-approves-elon-musk-152329337.html&data=05%7C02%7Cstock%40lakest.com%7Ca3221bdf4d4b483b90e208ddd397101a%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C638899367945315773%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=aeuo%2FywhDRK347y6g86%2Fa%2B%2FMiPNSU3Rq3aaRKSm0WQU%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Fglobal-m-hits-2-6-175326199.html&data=05%7C02%7Cstock%40lakest.com%7Ca3221bdf4d4b483b90e208ddd397101a%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C638899367945382201%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=xvx%2FICvX%2BlL22lWv0H%2FLFKUP7F0YpNWKCIdbWXU7zzA%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cnbc.com%2F2025%2F08%2F04%2Fhousing-to-remain-weakest-part-of-economy-in-the-2nd-half-goldman-says.html&data=05%7C02%7Cstock%40lakest.com%7Ca3221bdf4d4b483b90e208ddd397101a%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C638899367945466975%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=DL9XzeD30T3heBzXfdXAggYiiwqPA1Yy7szQvJWN4N8%3D&reserved=0

Market Snapshot
For the Month Ending 7/31/2025 (Cumulative Returns)'

United States Markets

Dow Jones Industrial Average 0.08% 8.51% 3.73% 8.05%
S&P 500 2.17% 13.83% 7.78% 14.80%
The NASDAQ Composite 3.70% 21.07% 9.38% 20.02%
U.S. Mid Cap 1.56% 10.73% 5.94% 10.79%
U.S. Small Cap 2.03% 11.71% 1.98% 3.14%
Nikkei 225 1.44% 13.94% 2.95% 5.03%
Hang Seng 3.36% 4.12% 20.00% 35.86%
Shanghai Comp 3.74% 8.97% 6.61% 21.59%
FTSE 100 4.24% 7.51% 11.74% 9.14%
DAX 0.65% 6.97% 20.88% 30.02%
Corporate Bonds -0.09% 2.20% 4.46% 4.08%
Municipal Bonds -0.32% -0.02% -0.96% -0.51%
High Yield Bonds 0.14% 3.77% 5.17% 8.49%
10 Year Treasury 4.37% WTI Crude Oil 69.26
Fed Funds Target 4.25-4.50% Gold - Spot Price 3,348.60
Inflation Rate 2.70% U.S. Dollar 99.97
Unemployment Rate 4.2% CBOE Volatility Index 16.72

ISource — Morningstar, Inc. Corporate Bonds is presented as the iShares iBoxx $ Investment Grade Corporate Bond ETF. Municipal Bonds is presented as
the iShares National Municipal Bond ETF. High Yield Bonds is presented as the iShares iBoxx $ High Yield Corporate Bond ETF. 10 Year Treasury refers to
the valuation of a 10 Year Treasury Note, a debt obligation issued by the U.S. Department of the Treasury. Fed Funds Target represents upper limit of
the federal funds target range established by the Federal Open Market Committee. Inflation Rate provided for the purposes of this report by the U.S.
Bureau of Labor Statistics. Unemployment Rate calculated by the U.S. Bureau of Labor Statistics. WTI Crude Oil refers to the price of a barrel of West
Texas Intermediate NYMEX) Crude Oil. Gold — Spot Price relates to the valuation of an ounce of gold, as traded on the NYSE Arca Exchange. U.S. Dollar
refers to the U.S. Dollar Index (DXY). All Returns are denominated in USD (United States Dollar), unless otherwise explicitly noted.



Did You Know?

Back-to-school spending in 2025 is expected to hover around $30.9 billion—about the same as last year—
even though prices for things like electronics and clothes have gone up. Families are using their dollars,
hunting for deals using Al tools, social media, and leaning into “Buy Now, Pay Later” options.

After a decade of rising costs, this year’s steady spending shows that parents are balancing budgets with a
bit of tech, Al and paying later to get kids ready for the upcoming school year.
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