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What has Driven 2025s Gains?

As we enter the final stretch of 2025, markets have taken investors on a ride. After sharp volatility in April
following tariff announcements, stocks rebounded and delivered seven straight months of gains.
November finished only slightly positive, recovering from an early 6% pullback. Now, as we move
through December, a month that historically favors the stock market, we wanted to highlight what has
actually driven returns this year.

S&P 500 Total Return Drivers
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The chart above breaks down where the S&P 500’s performance has come from. Despite talk of a
“bubble” during November’s brief decline, most of this year’s gains have not come from rising valuations.
In fact, valuation expansion (or “multiple expansion”) has contributed only 4.2% of the S&P’s return, far
lower than what we saw during the dot-com era, when enthusiasm around the internet pushed valuations
to extreme levels. Instead, earnings growth has been the primary driver, accounting for 12.2% of 2025’s
gains. Dividends added another 1.4%.

While it’s possible an Al-driven bubble could emerge in the future, the current market environment is
being supported mostly by improving corporate earnings, which is a healthier foundation for long-term
growth. If we begin to see valuation expansion dominate returns, that could be a warning sign. But so far
in 2025, that’s not what’s happening.


https://www.carsongroup.com/insights/blog/a-strong-year-driven-by-profits-more-than-overcoming-any-drag-from-tariffs/

Wall of Worry

Warren Buffett famously said, “Be greedy when others are fearful, and fearful when others are greedy.” It
remains one of the most well-known investing quotes because it highlights how important investor
sentiment can be. This is why we pay close attention to how investors are feeling throughout the year.
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The chart above shows U.S. investment sentiment for 2025 through November 30. For most of the year,
about 75 percent of the time, investors were more bearish (fearful) than bullish. On average in 2025, there
were 10.99 percent more bears than bulls.

We believe this negative sentiment has played a major role in supporting market returns this year. When
investors crowd onto one side of the boat, it can set the stage for stronger market performance once
conditions improve. Farnings growth remains the long-term driver of stock returns, but sentiment often
influences shorter-term moves.

This will continue to be something we watch closely as we head into 2026.

Employment Backdrop

During the government shutdown, the flow of economic data slowed significantly. As reporting
normalizes, we are taking a closer look at two important indicators of labor-market health: ADP
Employment Change, which tracks net private-sector job growth, and Challenger Job Cuts, which
monitors announced layoffs. The chart below highlights the trends in both metrics from 2022 through the
end of November.
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This labor market has often been described as a “slow hirer, slow firer.”” However, we are now seeing net
new private-sector job creation turn negative alongside a recent uptick in unemployment. If this weakness
remains contained, it could support additional Fed rate cuts—potentially a tailwind for markets. If
deterioration accelerates, it may introduce broader market risks. As we move into 2026, the employment
landscape will remain a critical area to watch, especially as Al adoption continues to reshape workforce
dynamics.

Articles We're Reading

Microsoft in talks to shift custom chip business to Broadcom from Marvell (The Information)

UBS may cut an additional 10K jobs by 2027, according to Swiss paper SonntagsBlick (Reuters)

French President Macro warns EU may be forced to take 'strong measures' against China, including tariffs,
if Beijing fails to address widening trade imbalance (Bloomberg)

Jump in natural gas prices adding to broader affordability concerns in US (I'T)


https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.theinformation.com%2Fbriefings%2Fmicrosoft-discusses-custom-chips-broadcom&data=05%7C02%7Cstock%40lakest.com%7C4ee1bbfb148b41aaa40808de35b7e067%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639007261046898363%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=CYHTDD2ldypEplPjRGzbLdWaHTT7MVOxeRgx%2Fu%2FMc0E%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.investing.com%2Fnews%2Fstock-market-news%2Fubs-may-cut-further-10000-jobs-by-2027-sonntagsblick-reports-4394715&data=05%7C02%7Cstock%40lakest.com%7C4ee1bbfb148b41aaa40808de35b7e067%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639007261047262213%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=tYszuoEOwYObx4JavgRqwJLr8QapS49%2BY9D4iBqywPg%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.bloomberg.com%2Fnews%2Farticles%2F2025-12-07%2Fmacron-warns-eu-may-hit-china-with-tariffs-over-trade-surplus%3Fsref%3DL75TRUmI&data=05%7C02%7Cstock%40lakest.com%7C4ee1bbfb148b41aaa40808de35b7e067%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639007261047320492%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=s%2FSsEQBGPTi%2F1lpI1YkpnFwm42DR68L%2Ba49wAMPlQdU%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ft.com%2Fcontent%2F21525d60-8346-418a-a3cd-30d8ea82c0d9&data=05%7C02%7Cstock%40lakest.com%7C4ee1bbfb148b41aaa40808de35b7e067%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639007261047516256%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=kv7YOFlDjLWxrxyv8FFIQMLK4Mo8TU4ndurdWjz1K0Q%3D&reserved=0

Market Snapshot
For the Month Ending 11/30/2025 (Cumulative Returns)'

United States Marlkets

Dow Jones Industrial Average 0.32% 4.77% 12.16% 6.25%
S&P 500 0.13% 6.05% 16.45% 13.54%
The NASDAQ Composite -1.51% 8.90% 21.00% 21.58%
U.S. Mid Cap 0.47% 0.62% 8.54% 1.04%
U.S. Small Cap 2.34% 3.52% 10.25% 1.57%
Nikkei 225 -4.12% 17.64% 25.97% 31.53%
Hang Seng -0.18% 3.12% 28.91% 33.13%
Shanghai Comp -1.67% 0.79% 16.02% 16.90%
FTSE 100 0.03% 5.80% 18.93% 17.92%
DAX -0.51% -0.27% 19.73% 21.45%
Corporate Bonds 0.93% 2.98% 8.69% 5.79%
Municipal Bonds 0.21% 3.66% 3.53% 2.15%
High Yield Bonds 0.75% 1.63% 8.06% 7.23%
10 Year Treasury 4.02% WTI Crude Oil 58.55
Fed Funds Target 3.75-4.00% Gold - Spot Price 4,254.90
Inflation Rate 3.00% U.S. Dollar 99.46
Unemployment Rate 4.4% CBOE Volatility Index 16.35

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?

Wall Street’s tradition of publishing stock market forecasts dates back to the early 1900s, when firms began
issuing annual outlooks to help investors navigate a rapidly evolving financial market. One of the earliest
widely cited examples came from Dow Jones & Company, whose editors at The Wall Street Journal offered
year-ahead market commentary that helped establish the forecasting culture we still see today.

Forecasts can vary widely from firm to firm and they often miss the mark, yet investors still look forward
to them each January. They remain a longstanding ritual that blends data, optimism, and speculation.
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