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Are Markets Feeling the End of Summer Blues?    
 

With U.S. equity markets sitting at or 
near all time highs, we thought it 
would be valuable to revisit our 
seasonality analysis for markets. 
Since 1945, August and September 
have historically been the weakest 
performing back-to-back months for 
the S&P 500, with the average return 
for both months in negative territory. 
These are the only two months that 
share this back-to-back trend (the 
only other month with an average 
negative return is February). There are 
several theories/opinions on why this 
period is historically weak, including 
money mangers coming back from 
vacations, portfolio rebalancing, and 
tax-loss selling, particularly from 
large asset managers. However, it’s 
important for investors to remember 
that these are just theories and 
should not be understood as fact. In 
this Weekly Insights, we address risks 
we see that may contribute to a 
seasonally weak period.   

• Using history as a guide: We 
analyzed monthly returns (price 
change only) for the S&P 500 going 
back to 1945. We found the 
average return for the month of 
August was -0.01% and it was 
higher ~55% of the time. The 
average return for the month of 

September was -0.75% and it was 
higher only ~45% of the time. In the 
year following a presidential 
election, the monthly performance 
is even more negative. August’s 
average return falls to -0.7%, while 
September’s is -0.4%. 

• Labor market and the Fed: The 
July employment report showed 
investors that hiring slowed and 
the unemployment rate rose. Over 
August and the first half of 
September there will be several 
reports for the Fed and markets to 
absorb before the Fed meets again 
in September (17-18th). This can 
fuel volatility leading up to the 
meeting as investors are pricing in 
a strong likelihood the Fed starts 
cutting rates again. We will receive 
another employment report, 
several jobless claims reports and 
the JOLTS report before then.  

• Tariff still a market mover. 
President Trump’s “reciprocal 
tariffs” officially went into effect on 
August 7th. While negotiations 
between the U.S. and trading 
partners continue, it is unclear how 
(if at all) tariffs will impact inflation 
and economic growth throughout 
the rest of the year.  

• Valuations stretched: The S&P 
500 NTM P/E ratio is ~at  the 
highest level aside from the height 
of the Covid pandemic and dot-
com bubble. We believe valuations 
may be due for a correction as 
investors factor in the slow 
economic growth trajectory, 
stubborn inflation and  challenges 
for earnings and margins. 

The Bottom Line: 
History can be used as a guide when 
monitoring short-term market 
patterns, but fundamentals and 
valuations are more important for the 
long run. After an impressive summer 
rally (S&P 500 is up over 10% since 
Memorial Day), it is important to not 
get complacent as we enter a 
seasonally weak period for equities. 
With a 90% chance of a rate cut at the 
Fed’s September meeting, there is 
the chance that markets get 
disappointed (with Fed action or 
tone). The economy is slowing but 
inflation risks remain to the upside, 
making the Fed’s job difficult. 
Unfortunately, valuations in equities 
are fully reflecting the rate cut and 
may be too optimistic about the Fed’s 
flexibility this year.      

Key Takeaways: 
•  August and September are historically the weakest months for the S&P 500.  

•  Labor market may not be as resilient as believed.  

•  Uncertainty in trade negotiations will likely persist, despite “reciprocal tariffs” taking effect. 

•  Valuations still stretched thin. 

•  Macro uncertainty signals a pullback for U.S. equities may take shape. 
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Weekly Economic Recap – 
U.S. Services Sector Stagnates on 
Employment Weakness 

The U.S. services sector stagnated in July as 
firms continued to reduce headcount. The ISM 
Services Index remained marignally in 
expansion territory (50.1) but was weaker than 
estimates (51.3). The employment index fell 
for the fourth time in five months, while the 
prices paid component increased to the 
highest since October 2022.   

The U.S. trade deficit declined 16% to $60.2 
billion in June, the tighest since September 
2023, as companies continued to slow their 
pace of imports after an early-year surge. 
Imports of consumer goods fell to the lowest 
level since September 2020.  

Initial jobless claims increased slightly more 
than expected last week (226K vs. 222K est.). 
Continuing jobless claims, which run a week 
behind the headline number, increased to 
1.97 million, the highest since November 
2021. 

Consumer credit increased in-line with the 
consensus estimate (~$7.4 billion) in June, but 
it was higher than in May ($5.1 billion). 
Revolving credit, which includes credit cards, 
was virtually unchanged, while nonrevolving 
credit (i.e., auto loans, student loans) led the 
broad increase.  

The Bank of England (BoE) cut rates to 4% at 
their latest meeting in what was described as 
a “gradual and careful” approach to monetary 
easing. The nine-member voting committee 
was split on the decision, needing two rounds 
of voting to ultimately move forward with the 
25bps cut. The central bank needed to weigh 
sticky inflationary pressures and a cooling 
labor market which contributed to the 
divergence among members.  

Weekly Market Recap – 
Global Equities Supported by Strong Corporate Earnings 

Equities: The MSCI AC World Index was higher for the third time in four 
weeks as investors received stronger-than-expected U.S. corporate 
earnings. President Trump’s “reciprocal tariffs” took effect on Thursday, 
but did little to rattle markets. Growth sectors within the U.S. led 
performance and drove the Nasdaq Composite Index to end the week at a 
fresh record high.   

Fixed Income: The Bloomberg Aggregate Index was slightly lower last week  
as Treasury yields rose on weak demand at auction. Investment grade 
corporate bonds also declined as yields rose. Municipal bonds finished 
the week higher as demand increased.   

Commodities/FX: The Bloomberg Commodity Index was higher for the first 
time in three weeks. Gold prices rose for the second straight week on 
uncertainty surrounding the tariff implications of the precious metal. Soft 
commodities were higher driven by higher coffee prices on tighter supplies 
out of Brazil.       

 Key Takeaways: 
•  U.S. services sector stagnates. 

•  U.S. trade deficit declines to tightest since Sept. 2023. 

•  Jobless claims continue to tick higher.  

•  Global equities rally on strong corporate earnings.   

•  Bond yields rise due to weak Treasury demand.  

•  Commodities higher driven by higher coffee prices. 

 U.S. Service Sector Approaching Contraction Territory 

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

44,176  1.4% -0.1% 7.3% 14.0% 4.8% 
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MSCI AC 
World (USD) 

941  2.5% 2.4% 11.6% 22.1% 12.9% 

S&P 500 6,389  2.4% 2.7% 13.2% 21.7% 9.5% 
MSCI EAFE 

(USD) 
2,680  1.9% 0.8% 6.0% 20.5% 20.0% 

Russell 
1000 

Growth 
4,490  3.2% 5.0% 19.0% 31.0% 11.4% 

MSCI 
Europe ex 
UK (USD) 

2,990  1.7% -1.4% 4.5% 18.9% 23.1% 

Russell 
1000 Value 

1,923  1.4% -0.1% 6.2% 12.4% 6.7% 
MSCI Japan 

(USD) 
4,474  2.8% 6.5% 9.3% 23.2% 15.1% 

Russell 
2500 

3,923  1.4% -0.6% 8.9% 10.6% 2.1% 
MSCI UK 

(USD) 
1,449  1.9% 2.3% 8.4% 21.7% 22.0% 

Russell 
2000 

2,218  2.4% -0.4% 9.9% 7.9% 0.2% 
MSCI EM 

(USD) 
1,254  2.3% 2.0% 11.6% 22.5% 18.6% 

Nasdaq 21,450  3.9% 5.1% 19.9% 29.7% 11.5% 
MSCI Asia 
ex Japan 

(USD) 
818  2.0% 2.1% 12.3% 25.0% 17.9% 
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U.S. 
Aggregate 

4.5% -0.2% 1.2% 2.2% 3.6% 4.4% 
Bloomberg 
Commodity 

Index 
250 0.3% -2.1% 0.3% 10.6% 4.7% 

U.S. 
Govt/Credit 

4.4% -0.2% 1.2% 2.2% 3.5% 4.3% 
Crude Oil 
(USD/bbl) 

$63.9  -5.1% -4.5% 4.0% -12.3% -7.8% 

U.S. 10 
Year 

Treasury 
4.3% -0.4% 1.4% 2.0% 2.0% 5.2% Gold ($/oz) $3,397.8  1.0% -0.8% 2.8% 40.0% 29.5% 

U.S. TIPS 
(1-10YR) 

4.0% 0.1% 1.2% 2.1% 6.4% 6.1% Copper $447.2  0.8% -20.8% -2.0% 12.9% 11.1% 

U.S. High 
Yield 

7.0% 0.4% 0.7% 3.7% 9.1% 5.3% Wheat $514.5  -0.4% -6.1% -5.4% -15.6% -11.4% 

EM Bonds 
(USD) 

6.1% 0.5% 1.6% 4.4% 9.0% 6.6% U.S. Dollar 98 -1.0% 0.7% -2.4% -4.9% -9.5% 

Municipal 
Bonds 

3.9% 0.2% 0.4% 0.9% 0.1% 0.1% VIX Index 15.2 -25.7% -9.9% -32.6% -36.3% -12.7% 

 

 
  

Footnotes: Data is as of August 8, 2025. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 
 
 

 Earnings Support the Equity Rally 
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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.  

 


