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As Goes the First Half So Goes the Year?  
 

After a volatile start to 2Q25, the S&P 
500 was able to recover and post its 
third consecutive positive start to a 
year. This is the first time the Index 
has posted three consecutive 
positive starts to a calendar year 
since the 2011 – 2019 period (the S&P 
500 posted a total of nine 
consecutive positive performances to 
start the year through 2Q). Given the 
solid performance in 1H25, we 
revisted the age old adage “as goes 
the first half of the year, so goes the 
rest.” We looked at history to analyze 
this barometer and provide our 
expectations for global equity 
markets through the remainder of 
2025.  

• What history tells us. The S&P 500 
posted a 5.5% price return in the 
first half of 2025. Going back to 
1928, this is less than the historical 
average of ~9.5% (analyzing only 
periods of positive 1H return). 
Going back to 1928, if the S&P 
posted a positive first half of the 
year, on average, the Index posted 
a second half of the year return of 
~7%. In addition, the Index was 
positive ~75% of the time in the 
second half of the year, following a 
positive first half. If the S&P posts a 
positive return in the second half of 

2025, it would mark the seventh 
straight year of second half gains – 
a streak that hasn’t been reached 
since 1991 – 1999 (when the index 
posted nine consecutive positive 
second half performances).    

• Not always an easy ride: A 
positive first half of the year for the 
S&P 500 does not necessarily 
mean the rest of the year will be 
smooth sailing. In fact, analyzing 
data going back to 1990 (when data 
on the VIX Volatility Index was first 
available), if the S&P was higher in 
the first half of the year, on 
average, the VIX increased by 13% 
in the second half of the year. The 
VIX was higher in the second half of 
the year ~60% of the time. In the 
years that the VIX increased in the 
second half of the year, the S&P 
500 saw a max drawdown of 10%.  

• Analyzing Presidential cycles: 
Going back to 1928, we looked at 
the first half of the year in year one 
of a Presidential term (first term or 
second term). We found that the 
S&P 500 rises, on average, less 
than 2% in the first year of a 
Presidential term and is only 
positive about 50% of the time. 
However, in years when it is 

positive in the first half of the year, 
the S&P 500 goes on to rise, on 
average, 10% of the time in the 
second half and has been positive 
100% of the time.  

The Bottom Line:  
While we like analyzing historical 
data as a guide, we realize that 
economic fundamentals and the 
earnings outlook are more valuable 
than historical data. The U.S. 
economy is slowing but not 
collapsing. This bodes well for equity 
markets. However, we are also aware 
that markets can get overly optimistic 
and push valuations to levels that 
may be fully reflecting the expected 
economic outcome. At this time, we 
think that equity valuations are 
pricing in the current economic 
climate and may be complacent to 
the risks that surround elevated 
valuations in 2H25. Tariffs and the 
Fed are the two largest risks we see to 
equities in 2H25. We do not expect 
President Trump to extend his pause 
on tariffs beyond August 1st. In 
addition, we think the markets are too 
optimistic about the Fed cutting 
rates. Both of these factors may add 
to volatility in 2H25.    

Key Takeaways: 
•  S&P 500 posts third consecutive year of gains to start the calendar year. 

•  Second half of year returns solid when first half is positive.  

•  Not always an easy ride, history suggests bumps ahead. 

•  Year one of Presidential terms suggest rally can continue. 

•  Fundamentals and hard data more important to analyze than history. 
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Weekly Economic Recap – 
Inflation Moves in the Wrong Direction  

Consumer prices increased moderately in 
June (+0.3% MoM) pushing the annualized rate 
to the highest since February (2.7%). Vehicle 
prices led price declines for the month while 
tariff-sensitive goods, such as apparel (+0.4% 
MoM) and household furnishings (+1% MoM), 
increased. Core inflation, which excludes 
volatile food and energy prices, increased 
slighlty less than expected to 2.9% Y/Y.    

The  Producer Price Index for June increased 
2.3% (YoY), the lowest since September 2024. 
Tariff-sensitive communication equipment led 
goods prices higher. Total goods prices 
increased 0.3%, the largest gain since 
February. Core prices increased at the slowest 
pace since July 2024 (2.6%). 

U.S. retail sales were higher in June compared 
to last month. Motor vehicle sales were higher 
for the first time in three months. The control 
group, which feeds into the government's GDP 
calculation, increased 0.5% in June (vs. 0.4% 
est.). Spending at restaurants and bars, the 
only service-sector category in the report, 
advanced 0.6%.  

Homebuilder confidence, as tracked by the 
NAHB, increased slightly in July but at 22, it 
marked the 15th consecutive month below 50 
(a level considered contractionary). Of the 
builders surveyed, 38% cut prices in July, the 
highest since the NAHB began tracking the 
metric in 2022. Prospective buyers' traffic fell 
to its lowest reading since the end of 2022. 

Consumer sentiment reached its highest level 
in five months in July according to the 
University of Michigan Sentiment Index. Year-
ahead inflation expectations fell for the 
second straight month (to 4.4%) while long-
run expectations fell for the third straight 
month (to 3.6%).       

Weekly Market Recap – 
Global Equities Rally; Growth Outperforms  

Equities: The MSCI AC World Index was higher for the third time in the last 
four weeks as 2Q25 earnings season kicked off and economic data came 
in relatively strong. U.S. Large-cap growth outperformed with the Nasdaq 
and S&P 500 each reaching new all-time highs during the week.  

Fixed Income: The Bloomberg Aggregate Index finished the week relatively 
flat after investors were whipsawed with concern over Fed Chairman 
Jerome Powell’s future given Trump’s dislike for the Chairman. U.S. TIPS 
led performance after a slightly hotter-than-expected inflation report.         

Commodities/FX: The Bloomberg Commodity Index was higher for the third 
straight week. Natural gas prices were higher for the first time in four 
weeks as hotter-than-normal weather forecasts increased the demand 
outlook. Soft commodities were higher for the first time in six weeks. Sugar 
futures rallied to a one-month high after the Trump administration 
announced tariff import restrictions, leading Pakistan to reduce imports.    

 Key Takeaways: 
•  Headline inflation climbs to highest level since February.  

•  Consumer spending rises in June. 

•  Consumer sentiment reaches highest level in five months.  

•  Global equities rally on positive start to earnings season.   

•  Short-term yields fall as investors weigh Powell’s future. 

•  Warm weather forecasts send natural gas prices higher.  

 Inflation Moving Further from Fed’s 2% Target 

Footnotes: Data is as of June 2025. 
Data Source: FactSet Research Systems, Verdence Capital Advisors. 
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Dow Jones 
Industrial 
Average 

44,342  -0.1% 5.2% 13.8% 11.0% 5.2% 
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MSCI AC 
World 
(USD) 

928  0.6% 4.4% 17.5% 15.2% 11.3% 

S&P 500 6,297  0.6% 5.4% 19.6% 15.1% 7.8% 
MSCI EAFE 

(USD) 
2,641  -0.3% 1.5% 11.2% 13.8% 18.8% 

Russell 
1000 

Growth 
4,372  1.5% 7.0% 27.2% 20.1% 8.5% 

MSCI 
Europe ex 
UK (USD) 

3,001  -0.7% 2.5% 12.2% 15.8% 24.2% 

Russell 
1000 Value 

1,928  -0.2% 3.6% 11.6% 10.5% 6.9% 
MSCI Japan 

(USD) 
4,174  -0.4% -2.0% 6.1% 4.5% 7.3% 

Russell 
2500 

3,971  0.4% 5.9% 19.3% 7.7% 3.3% 
MSCI UK 

(USD) 
1,431  0.0% 1.7% 10.7% 17.2% 20.2% 

Russell 
2000 

2,240  0.2% 6.1% 19.5% 3.3% 1.2% 
MSCI EM 

(USD) 
1,249  1.7% 5.1% 18.0% 15.5% 18.0% 

Nasdaq 20,896  1.5% 7.0% 28.5% 17.8% 8.6% 
MSCI Asia 
ex Japan 

(USD) 
819  2.0% 5.3% 19.9% 17.8% 17.9% 
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U.S. 
Aggregate 

4.7% 0.0% 0.3% 1.2% 3.7% 3.2% 
Bloomberg 
Commodity 

Index 
260 1.3% -1.8% 3.3% 11.1% 9.0% 

U.S. 
Govt/Credit 

4.5% 0.1% 0.3% 1.2% 3.6% 3.1% 
Crude Oil 
(USD/bbl) 

$67.5  0.8% -7.4% 4.4% 
-

12.6% 
-4.2% 

U.S. 10 
Year 

Treasury 
4.4% 0.0% 0.0% 0.4% 2.3% 3.6% Gold ($/oz) $3,349.9  0.1% -2.2% -2.3% 39.4% 27.5% 

U.S. TIPS 
(1-10YR) 

4.1% 0.4% 1.1% 1.9% 6.2% 5.4% Copper $557.8  0.3% 14.9% 17.7% 30.8% 38.5% 

U.S. High 
Yield 

7.1% 0.1% 1.3% 4.9% 8.8% 4.7% Wheat $546.3  0.2% -7.5% -5.2% 
-

10.4% 
-6.0% 

EM Bonds 
(USD) 

6.3% 0.0% 1.0% 3.9% 8.1% 4.9% U.S. Dollar 98 0.4% -0.3% 0.2% -5.7% -9.3% 

Municipal 
Bonds 

4.1% -1.1% -0.7% 0.3% -0.7% 
-

1.4% 
VIX Index 16.4 0.1% 

-
18.5% 

-
44.7% 

3.0% -5.4% 

Footnotes: Data is as of July 18, 2025. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 

 Economic Data Solid 
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Disclaimer: 
© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC.  Reproduction without permission is not permitted. The indexes presented are 
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from 
the securities in the index.  
 
This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources 
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any 
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to 
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal, 
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future 
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be 
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any 
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only 
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily 
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors, 
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot 
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice 
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such 
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any 
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be 
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such 
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the 
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide 
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular 
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks 
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are 
subject to greater credit risk, default risk, and liquidity risk. Commodity‐related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity‐
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition, 
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading 
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.  

 


