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Markets continue to make gains following the
April lows. International equities continue to
outperform year-to-date, supported by the
weakening of the dollar.

Continuing a trend from the previous two
calendar years, the “Magnificent 7” stocks are
up 11% YTD through 8/31/2025 versus 6%
from the remaining 493 companies that make
up the S&P 500. The top 10 stocks of the S&P
500 now make up over 39% of the index.!

Since ChatGPT launched in November 2022,
Al related stocks have accounted for 75% of
S&P 500 returns, 80% of earnings growth,
and 90% of capital spending growth.?

Despite a slowing labor market, many core
sectors of the economy continue to signal
mild growth. Consumer spending continues to
hold up, incomes are keeping pace with
inflation, and credit card delinquency has
fallen.

Citing a slowing job market, the Federal
Reserve cut interest rates by 0.25% at their
September meeting. This is the first rate cut
since December of 2024 and sets the target
rate at 4—4.25%.
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News and Observations

Investing for the long term provides an
chance for success, but also

increases the odds of experiencing market

increased

turmoil. Over all 10-year periods since 1950,
the S&P 500 has increased in value 93% of the
time, but during each 10-year period the
market also experienced a decline of 20% or
greater 95% of the time.?

Had an investor sold and missed April 9, only
one day of returns, and reinvested the next
day, their YTD return would be 3.7%. Had
they stayed fully invested, they would have
earned 13.5%, highlighting the importance of
a long-term approach to investing.?

By Executive Order, the IRS will soon stop
accepting paper checks as a form of payment.
All estimated payments, amount due with tax
returns, and extensions would be required to
be paid online at irs.gov/payments.

Those with substantial assets are most at risk
of litigation compromising personal wealth.
Homeowners, parents of teen drivers, pet
owners, and those with public profiles should
all consider implementing a personal umbrella
policy to mitigate these risks.

Market Index Returns Q3 2025
S&P 500 (Large Cap) 8.12% 14.83%
Russell 2000 (Small Cap) 12.40% 10.39%
MSCI International Index 5.41% 25.93%
MSCI Emerging Markets 10.95% 28.22%
US REIT Index 4.50% 9.48%
BofA 1-3 yr Corporate 1.21%  4.13%

& Govt. Bond Index
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Tax Law Changes

On July 4, 2025, congress signed into law the “One Big Beautiful Bill Act” preventing the
sunset of the original Tax Cuts and Jobs Act (TJCA) of 2017 as well as some additional
changes both permanent and temporary. New acts of congress can always revert these
permanent changes.

Changes in 2025

The new act made permanent current tax rates with the highest marginal rate of 37%, and the
increased standard deduction among other general tax laws in place from the TCJA.

There is now a “senior deduction” for taxpayers age 65 or older for $6,000 per individual
through 2028. This begins to be phased out when AGI exceeds $150,000 ($75,000 single
filers).

Section 199A Qualified Business Income (QBI) deduction is made permanent with increases
to the thresholds that apply for specified service, trade, or businesses and qualified property
and wage limitations. Phase-in ranges changed to $150,000 ($75,000 single filers).

The individual state and local tax (SALT) deduction cap increases from $10,000 to $40,000.
This amount increases by 1% through 2029 before reverting to $10,000 in 2030. This
deduction begins to phase out for those with AGI above $500,000 joint.

For any child born between 1/1/2025 and 12/31/2028, the government will give each child
$1,000 invested in a “Trump Account”, unless the taxpayers opts out of funding. The account
can’t have withdrawals until the child is 18 and is taxed as a pre-tax IRA unless the funds are
used for college tuition or up to $10,000 for a first-time home purchase. These accounts are
expected to become available later in 2026.

Changes in 2026 Onward

Baring future legislation, the estate and gift tax exemption is permanently increased to
$15,000,000 per individual as indexed for inflation beginning in 2026.

Itemized deductions for taxpayers in the 37% bracket are reduced to a 35% deduction.

There is a new dollar for dollar tax credit up to $1,700 (per individual) for contributions to
scholarship granting organizations beginning in 2027.

There will be a floor of 0.5% of AGI on charitable contributions for taxpayers who itemize.
Only deductions above this floor are eligible to deduct. For non-itemizers, the Act allows
taxpayers to claim a $1,000 charitable deduction ($2,000 joint) above the line for cash gifts
made to public charities. These cash contributions cannot be made to a Donor Advised Fund
and be eligible for the deduction.
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2: https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/eye-on-the-market/the-blob-amv.pdf
3: FactSet Research Systems Inc, Standard & Poor’s (As of 9/10/2025)



