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What We Will be Covering

What We Will be Covering

• A Look Back at 2025

• What the Bond Market is Telling Us

• A Few Thoughts on 2026: Markets, Policy and the Iran Conflict

• Current Portfolio Positioning and Outlook

• What We Like / What We Don’t Like
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2025…What a Year

• S&P 500: 17.8%

• NASDAQ: 21.1%

• Russell 2000: 12.8%

• MSCI EAFE: 31.8%

• MSCI Emerging Markets: 34.2%

• Bloomberg US Aggregate Bond Index: 7.3%

Major Index Returns in 2025:

DeepSeek AI 
Model Debut

25 bps Fed
Funds Rate Cut

25 bps Fed
Funds Rate Cut

Several Trade 
Agreements Announced

Reciprocal 
Tariffs Paused

1Q GDP
Contracts -0.5%

“Liberation Day” 
Announcements

Israel & Iran Exchange 
Direct Strikes

One Big Beautiful 
Bill Act

S&P 500 ’25 EPS
Gold Crosses Grows 14%
$4k / oz

Fed Independence 
Under Scrutiny

25 bps Fed

Total Return, as of 12/31/25

Funds Rate Cut

Source: FactSet

US Strikes Iran
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A Few Noteworthy Developments Since Year End

• Venezuela

• Greenland

• The Federal Reserve

• The Supreme Court Tariff Ruling

• War with Iran



What is the Bond Market 
Telling Us?
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Credit Spreads Signal Confidence

• Credit spreads are near multi-
decade lows

• Recent volatility in software,
geopolitics, did not sink credit

• Tight spreads are sending a few
signals to investors:

o Confidence in the economy
o Confidence in corporate

earnings
o Strong demand for IG and HY
o Bond return from spreads has

limited upside in 2026

Source: Bloomberg



8

The Long End of the Yield Curve is Steepening

Source: Bloomberg
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The Conflict with Iran Widens

Source: PBS, CBS, CNBC,
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Sensitivity to Oil Prices Reflected in Market Response

Source: FactSet
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US Energy Independence Reduces Geopolitical Risk

Source: FactSet
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How Have Stocks and Crude Oil Traded During Key 
Geopolitical Events of the Past 50 Years?

Source: FactSet

Geopolitical Event Year Key Date S&P 500 Crude Oil (WTI) S&P 500 Crude Oil (WTI)
US & Israel Attack Iran 2026 2/28/2026 0.05% 5.8% ? ?
Israel Attacks Iran 2025 6/13/2025 -0.5% 6.5% 16.1% 9.4%
Hamas Attacks Israel 2023 10/7/2023 0.6% 4.3% 33.5% -1.7%
Russian Invasion of Ukraine 2022 2/24/2022 1.5% 0.3% -5.1% -8.4%
Iranian General Killed in US Airsrike 2020 1/3/2020 -0.7% 3.1% 15.3% -51.1%
North Korea Missile Crisis 2017 7/28/2017 -0.1% 0.9% 14.0% 38.3%
Russian Annexation of Crimea 2014 2/20/2014 0.6% 0.0% 14.8% -46.2%
Boston Marathon Bombing 2013 4/15/2013 -2.3% -2.8% 31.9% -39.6%
Syrian Civil War & Arab Spring 2011 3/15/2011 -0.1% -1.2% 8.7% 3.0%
London Subway Bombing 2005 7/5/2005 0.9% 1.6% 7.2% 9.2%
Iraq War 2003 3/20/2003 -1.1% 0.6% 26.6% 64.6%
9/11 Attacks 2001 9/11/2001 -4.9% -3.7% -16.8% -3.9%
World Trade Center Bombing 1993 2/26/1993 0.4% -1.3% 5.1% -39.7%
Civil War in Bosnia 1992 4/5/1992 -2.0% 0.6% 9.9% 7.5%
Persian Gulf War 1991 1/17/1991 3.7% -31.9% 32.3% -35.5%
Iraqi Invasion of Kuwait 1990 8/2/1990 -1.1% 20.8% 8.9% -10.3%
Iran-Contra Affair 1986 11/25/1986 1.4% 0.0% -0.7% 23.6%
Attempted Assassination of Reagan 1981 3/30/1981 -0.3% 0.2% -17.5% -2.2%
Iran-Iraq War 1980 9/22/1980 0.4% 1.0% -10.1% 51.0%

-0.1% 0.6% 9.4% -2.0%

One Day Change % 1-Year Return %

Median
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AI Leaders Are in Great Shape

Source: FactSet

Combined Free Cash Flow of the 
"Magnificent Seven" Stocks
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Compared to the 1990s Run, We Have a Ways to Go

Average Bull 57 159%
Average Bear 13 -33% Source: FactSet

Start Date End Date Phase Months Cumulative Return
Aug 1956 Oct 1957 Bear 14 -22%
Oct 1957 Dec 1961 Bull 50 86%
Dec 1961 Jun 1962 Bear 6 -28%
Jun 1962 Feb 1966 Bull 44 80%
Feb 1966 Oct 1966 Bear 8 -22%
Oct 1966 Nov 1968 Bull 26 48%
Dec 1968 May 1970 Bear 17 -36%
May 1970 Jan 1973 Bull 32 74%
Jan 1973 Oct 1974 Bear 21 -48%
Oct 1974 Nov 1980 Bull 74 126%
Nov 1980 Aug 1982 Bear 21 -27%
Aug 1982 Aug 1987 Bull 60 229%
Aug 1987 Dec 1987 Bear 4 -34%
Dec 1987 Jul-90 Bull 32 52%
Jul 1990 Oct 1990 Bear 3 -20%
Oct-90 Mar-00 Bull 114 513%

Mar 2000 Oct 2002 Bear 31 -49%
Oct 2002 Oct 2007 Bull 60 102%
Oct 2007 Mar 2009 Bear 17 -56%
Mar 2009 Feb 2020 Bull 132 401%
Feb 2020 Mar 2020 Bear 1 -34%
Mar 2020 Jan 2022 Bull 21 114%
Jan 2022 Oct 2022 Bear 10 -25%
Oct 2022 Present Bull 35 87%

Bull Markets Tend to Last 
Longer than Bear Markets:
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What if We are in a Productivity Boom?

Source: FactSet, Reuters
Periods of US recession
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The Fed’s Balancing Act

Source: FactSet, US News, AP

Periods of US recession
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Where Does the Fed Go From Here?

Source: FactSet, Federal Reserve
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The “One Big Beautiful Bill Act” May Boost Short-
Term Growth

Source: White House, CBO

A Net Positive for Wall Street:

• Broad tax hike averted by extending 2017 tax cuts / brackets

• Tax cuts, spending incentives are immediate; spending cuts are back end loaded

• Workers earning tips and overtime get a tax break (some qualifiers)

• SALT deduction gets a meaningful bump (probably the biggest policy hurdle
Republicans had to clear)

• Americans over 65 will pay less tax (ties back to “No Tax on Social Security” pledge,
some qualifiers)

• Regulatory boost for energy industry

• Domestic manufacturers incented to spend (depreciation and amortization treatment)

• Markets don’t like uncertainty
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No Signs of a Recession

Periods of US recession
Source: FactSet
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That Said, What Could Go Wrong

Source: FactSet

What Could Go Wrong?
• Conflict with Iran widens, challenging

supply chains
• Trade uncertainty re-surfaces
• Inflation remains stubbornly elevated
• Valuations trigger caution from investors
• New Fed Chair creates monetary policy

angst
• Lower end consumers hit their breaking

point
• Year 2 of the presidential cycle creates

noise
• The Dollar can’t find its footing
• AI fails to meet lofty expectations
• Cracks in the labor market weigh on

economic growth
• Fiscal policy follow-through in Europe

comes up short
• Private credit market upended
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2026: AI and Animal Spirits Should Carry the Day

• AI cap ex should prove an ongoing tailwind for revenues and
earnings

• The OBBBA is another positive catalyst for corporate investment
• Double digit earnings growth flies in the face of recession risk
• There is more than enough cash on the sidelines -- $7+ trillion in

money market funds
• And that cash is being put to work…EA goes private in the biggest

LBO in history
• IPO activity is picking up, headlined by SpaceX in ’26
• The rally in small caps add confidence to the bull market
• A final landing spot on trade – China, Mexico, Canada – would be

welcome
• The dollar could find its footing
• Borrowing costs are moderating
• To sum it all up, the rally’s breadth, earnings growth, liquidity

and age of the bull market keep us optimistic into 2026

Source: FactSet
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How are We Positioned Entering 2Q?

Domestic Equity

International Equity

Core Fixed Income

Global Credit

Alternatives

Real Assets
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Grow: Equity Outlook
Domestic Equity (Neutral) – Fundamentals Remain Healthy Although Valuations Are A Concern
• Fundamentals remain supportive despite a cooling labor market

o Q3 earnings growth (YoY) for the S&P 500 exceeded 13%; estimates for Q4 are approaching 9%,
which would be the 10th consecutive quarter of positive earnings growth for US stocks

o Q3 2025 real GDP growth of 4.3% (annualized) handily outpaced expectations; Q4 GDP growth is also
tracking for robust growth, with the Atlanta Fed’s estimate currently at 5.4%

o Fiscal, monetary, and regulatory policy supportive of economic growth and corporate profits
o US unemployment rate rose to 4.6% in December; cracks are continuing to grow in the labor market

• Valuations remain elevated vs. history, suggesting below-average forward returns
o Small cap stocks present an attractive opportunity with reasonable valuations and improving

fundamentals that are more highly levered to solid economic growth and lower interest rates

International Equity (Moderately Positive) – International Markets Are Poised for Continued Strength
• International equities outperformed US stocks in 2025 by largest margin since 1993 yet

valuations remain attractive for ex-US equities
o Relative P/E multiples for international equities at a 32% discount to US stocks
o All economic sectors trade at relative valuation discounts to their US counterparts

• International fundamentals also solid
o Consensus estimates call for double-digit earnings growth in 2026 and 2027
o Composite PMIs have moved into expansionary territory for major developed and emerging markets

• Fed rate cuts in non-recessionary environment have been positive for forward relative
returns of emerging markets equities market
o EM equities also supported by favorable valuations and attractive earnings growth forecasts

• Elevated geopolitical risk warrants continued monitoring amid stalled diplomatic efforts in
the ongoing Russia-Ukraine conflict and indications of a more active US posture in the
Western Hemisphere

Source: FactSet
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Earn: Core Fixed Income Outlook
Moderately Cautious Outlook – Spreads Remain Tight

• Yields across most of the US Treasury curve were largely unchanged, with
short-term yields lower in tandem with the Fed’s December rate cut and 30-year
yields edging higher in response to strong economic growth and sticky inflation

• The 10-yr US Treasury yield ended the quarter at 4.16%, essentially unchanged
from where it began Q4

• Longer-term Treasury yields declined by roughly 40 bps over the past year and
credit spreads on investment grade corporate bonds ended the year near their
tightest levels in the past twenty-five years; this compressed forward return
expectations and increased potential fixed income volatility

• Securitized credit (MBS, ABS, CMBS) remains more attractive than corporate
bonds although the spreads for these sectors are also significantly tighter than
historical averages

• Fixed income volatility receded during the quarter, with the MOVE Index (bond
version of VIX) ending 2025 near its lowest levels of the year

Source: FactSet
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Diversify: Outlook on Diversifying Asset Classes

Source: FactSet

Global Credit (Moderately Cautious) – High Yield Spreads Remain Historically Tight
• Absolute yields and credit spreads have decreased for US high yield bonds, leading to a

lukewarm intermediate-term outlook
o Fundamentals (coverage ratios, default rates) remain healthy relative to historical averages
o Yields are more attractive than many other fixed income segments on a risk-adjusted basis
o HY spreads remain near their tightest levels in history, offering little cushion if fundamentals deteriorate

• EM corporate debt has also seen spread tightening while local currency EM bonds offer
enhanced diversification potential and the opportunity to benefit from further USD weakness

Alternatives (Moderately Positive) – Differentiated Return Drivers Can Enhance Diversification
• Correlations between stocks and bonds have been positive for much of the past three years,

enhancing the attractiveness of alternatives as a portfolio diversifier
• Long-duration Treasuries have been exhibiting weak hedge ratios against equity downturns,

dampening their ability to hedge equity risk
• Moderating volatility across equity and fixed income markets slightly diminishes the short-term

benefit of alternatives although elevated macro, policy, and geopolitical uncertainty is supportive

Real Assets (Moderately Positive) – Real Asset Equities Attractively Priced
• Global infrastructure, global REITs, and natural resource equities are trading at relative valuation

discounts of 15-20% vs long-term averages
• Fundamentals have improved, with positive (and improving) earnings growth forecasts, healthy

dividend yields, and secular tailwinds
o Inflation has been stubbornly elevated; with the Fed's attention shifting toward the weakening labor market,

above-target inflation is plausible over the next couple years; this has tended to be constructive for real assets

• Precious metals moved sharply higher in 2025 with potential to continue their upward trajectory
this year; central bank demand and geopolitical uncertainty are key supports for the gold market
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What We Like and Don’t Like
What We Like

• One more rate cut for 2026?

• AI mega-trend

• Overseas markets lifting corporate profits for
multinationals

• Economic growth is resilient

• The labor market is resilient

• The US consumer is resilient

• Credit markets pricing in confidence

• The One Big Beautiful Bill Act could fuel growth

• No signs of recession

• Small caps outperforming of late

What We Don't Like

• Geopolitics and the Iran War

• The spike in energy costs

• Inflation forecasts sending mixed signals

• Valuations remain historically elevated

• Long-term rate forecasts are uncertain

• US debt levels

• Consumer debt levels

• Year 2 of the Presidential cycle and mid-
terms

• AI profits are concentrated (so far)

• A weaker dollar
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Advisory Services offered through Portside Wealth Group LLC. Portside Wealth is an SEC Registered Investment Advisor located at 3507 N University Ave Suite 150, Provo UT, 84604. The firm only 
transacts business in states where it is properly registered or is excluded or exempted from registration requirements. SEC registration does not constitute an endorsement of the firm by the 
Commission, nor does it indicate that the advisor has attained a particular level of skill or ability. Portside Wealth is not affiliated with any other named entity. Portside Wealth and its 
representatives do not provide tax or legal advice. Each taxpayer should seek independent advice from a tax professional based on his/her individual circumstance. Calculation of performance 
results have not been approved or reviewed by the SEC

This document includes summary financial information and should not be considered a substitute for the official account statement provided by the custodian of the account(s). The information 
contained in this Report is not intended to be used as the sole basis of investment decisions and is not a recommendation to buy or sell. Past performance is no indication or guarantee of future 
results. The information contained in this Report is based on data obtained from third party sources, and in some cases, affiliates, agents, and partners. While this information has been obtained 
from sources believed to be reliable, Portside Wealth Group, LLC (“Portside Wealth”) does not guarantee, nor is it responsible for, the accuracy, completeness, or timeliness of the information 
provided in this Report, including the Report Data. Portside Wealth is not responsible for errors made in inputting information into the systems that populate data contained in this Report. If 
Portside Wealth changes the entity providing these reports, account and performance data may not be available for prior periods. You should review your financial goals, investment time horizon 
and overall risk periodically. If these factors change, your model allocation may also change and the existing model allocation may not adequately address your needs. Performance information 
obtained from sources other than this Report may differ from those contained in the Report. These differences may be due to different methods of analysis, different pricing sources, treatment of 
accrued income or different accounting procedures. For example, some less actively traded fixed income securities may be priced utilizing a yield-based matrix system, which may vary among 
pricing sources. Returns are presented assuming reinvestment of all income. General economic conditions may affect portfolio returns. No current prospective client should assume that the future 
performance of any specific investment or investment strategy will be profitable or equal to past performance levels. All investment strategies have the potential for profit or loss. Changes in 
investment strategies, contributions or withdrawals, and economic conditions may materially alter the performance of your portfolio

The Certified Private Wealth Advisor® (CPWA®) designation is issued by the Investments & Wealth Institute®, which owns the certification marks CPWA® and Certified Private Wealth Advisor®.

mailto:info@legacywealthic.com


The S&P 500 Index is an unmanaged composite of 500-large capitalization companies. This index is widely used by professional investors as a performance benchmark for large-cap stocks.

The Nasdaq Composite Index is an index that follows approximately 5000 stocks that trade on the Nasdaq exchange. It is considered a good benchmark for smaller company stocks. 

The Russell 2000 is an index comprised of the 2,000 smallest companies on the Russell 3000 Index and offers investors a benchmark for small-cap stocks.

The Bloomberg Barclays US Aggregate Bond Index measures the performance of the total United States investment-grade bond market.

The MSCI EAFE Index is a composite index which tracks performance of international equity securities in 21 developed countries in Europe, Australia, Asia, and the Far East.

The MSCI Emerging Markets (or EM) Index is an index which tracks performance of international equity securities in developed countries in Europe, Australia, Asia, and the Far East, excluding the
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update. Information contained herein is derived from sources we believe to be reliable, however, we do not represent that this information is complete or accurate and it should not be relied 
upon as such. This information is prepared for general information only. It does not have regard to the specific investment objectives, financial situation and the particular needs of any specific 
person. You should seek financial advice regarding the appropriateness of investing in any security or investment strategy discussed here and should understand that statements regarding future 
prospects may not be realized. You should note that security values may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than 
originally invested. Past performance is not a guide to future performance. Investing in any security involves certain systematic risks including, but not limited to, market risk, interest-rate risk, 
inflation risk, and event risk. These risks are in addition to any unsystematic risks associated with particular investment styles or strategies.

An index is an unmanaged group of assets considered to be representative of a select segment or segments of the market in general, as determined by the index manager for the purposes of 
managing a specific index. You cannot invest directly in an index.
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