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The last several quarterly commentaries have been 
highlighting the narrow leadership in the Standard and 
Poor’s 500 equity index, led by the Magnificent 7 
stocks. The AI-focused technology names swelled to 
nearly 38% of the total market share of the 500 stock 
index while dominating the return dynamics. The first 
quarter of 2025 saw the beginning of a major 
breakdown of price and the extreme valuation placed 
on this narrow group. Market extremes are almost 
always corrected in a reversion, or return, to the means 
(averages). 

Inauguration day on January 20th seems an eternity ago 
as the Trump administration hit the ground running 
with multi-pronged policy initiatives that created a 
frenetic news cycle and mixed market response. 
Financial markets dislike uncertainty almost more 
than a known negative event or policy action. 

 
The graphic that I created above has been used in our 
market volatility podcast, available at 
https://www.raymondjames.com/thebrechnitzgroup/podcasts. It 
illustrates the numerous balls in the air, creating 
uncertainty not only in the equity markets, but also in 
interest rates (bond markets). 

The negative volatility in response is the first 
correction (decline greater than 10%) since 2022. 
Typically, we have a correction on average every 18 
months, so many investors were surprised and lulled 
into complacency. We often get questions during 
runaway bull markets, like the last two years, such as 
why we aren’t keeping pace with the market indices 
on the upside. Our discipline and years of scars from 
past market declines has taught us to never chase 
excessive or narrowly concentrated periods, as they all 
have a season. Typically, when the season changes, 
there is much pain if you abandon your discipline. 

In addition to equity market volatility that is 
rightsizing market valuation, the real stakes are being 
played out in the bond market. Many are unaware that 
the continued rolling of short-term US government 
debt by Janet Yellen and Co. has resulted in ~20% of 
our total debt maturing this year (Source: 
www.cbo.gov). One of the less visible objectives that 
the Trump administration has been trying to pull off is 
a slowing of the economic outlook to influence the 
interest rates lower. The desire is for the Federal 
Reserve to lower the Fed Funds rates (overnight bank 
lending), but more importantly, bring the longer-term 
interest rates lower, controlled by market forces. With 
a total national debt exceeding $36 Trillion, it is easy 
to see that every 1% drop in the re-financed debt 
burden saves America $360 billion annually! 

The softening of inflation, and the threat and ultimate 
addition of tariffs on trade, was initially having the 
desired cooling effect on the economic outlook and 
bond market buying. The chart below shows the sharp 
decline in the government 10-year U.S. treasury yield 
in the first quarter. As you can see from the beginning 
of the year, the drop from just under 4.8% to under 4% 
was making the plan look like it was coming to 

https://www.raymondjames.com/thebrechnitzgroup/podcasts
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fruition. However, the beginning of April saw a sharp 
and dramatic spike in the 10-year treasury yield, 
sparked by fears of further inflation resulting from 
tariffs. The belief that the tariffs will create an inflation 
Genie that may be hard to put back in the bottle is a 
real concern. 

 
Additionally, there is much speculation that foreign 
governments are selling their bonds to put negative 
pressure on the U.S. in retaliation for tariffs. Whatever 
the cause, we feel this may be the most important 
indicator to watch for both equity and bond markets. 

We appreciate your confidence and trust. 

The Brechnitz Group 
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IMPORTANT DISCLOSURES: 
 

All investments are subject to risk, including loss. There is no assurance that any 
investment strategy will be successful. Asset allocation and diversification does 
not ensure a profit or protect against a loss. It is important to review the 
investment objectives, risk tolerance, tax objectives and liquidity needs before 
choosing an investment style or manager. 
 

The foregoing content reflects the opinions of The Brechnitz Group of Raymond 
James & Associates and is subject to change at any time without notice. Content 
provided herein is for informational purposes only and should not be used or 
construed as investment advice or a recommendation regarding the purchase 
or sale of any security outside of a managed account. This should not be 
considered forward-looking and does not guarantee the future performance of 
any investment. 
 

The information contained in this report has been obtained from sources 
deemed to be reliable; however, we do not guarantee the accuracy and 
completeness of such information. 
 

ASSET CLASS RISK CONSIDERATIONS  
Depending on the type of strategy in which you are investing, some or all of 
the following, risks may apply. 
 

Every type of investment, including mutual funds, involves risk. Risk refers to 
the possibility that you will lose money (both principal and any earnings) or fail 
to make money on an investment. Changing market conditions can create 
fluctuations in the value of a mutual fund investment. In addition, there are fees 
and expenses associated with investing in mutual funds that do not usually 
occur when purchasing individual securities directly.  
 

This strategy may contain Exchange Traded Funds (ETF) and/or Mutual 
Funds. Investors should carefully consider the ETF and mutual fund 
investment objectives, risks, charges, and expenses before investing. The 
prospectus contains this and other information and can be obtained from 
the ETF or Mutual Fund sponsor as well as from your financial advisor. 
The prospectus should be read carefully before investing. 
 

ETF shareholders should be aware that the general level of stock or bond prices 
may decline, thus affecting the value of an exchange-traded fund. Although 
exchange-traded funds are designed to provide investment results that 
generally correspond to the price and yield performance of their respective 
underlying indexes, the funds may not be able to exactly replicate the 
performance of the indexes because of fund expenses and other factors. 
 

The process of rebalancing may carry tax consequences. No investment 
strategy can guarantee success. 
 

Equities: Investors should be willing and able to assume the risks of equity 
investing. The value of a client's portfolio changes daily and can be affected by 
changes in interest rates, general market conditions and other political, social 
and economic developments, as well as specific matters relating to the 
companies in which the portfolio has invested. Companies paying dividends 
can reduce or cut payouts at any time. 
 

Fixed Income: All fixed income securities are subject to market risk and interest 
rate risk. If fixed income securities are sold in the secondary market before 
maturity, an investor may experience a gain or loss depending on the level of 
interest rates, market conditions and the credit quality of the issuer. There is 

an inverse relationship between interest rate movements and bond prices. 
Generally, when interest rates rise, bond prices fall and when interest rates fall, 
bond prices generally rise. Please note these portfolios may be subject to state, 
local, and/or alternative minimum taxes. You should discuss any tax or legal 
matters with the appropriate professional. 
 

International investing involves additional risks over developed countries and 
is greater in emerging markets. Additional information is available upon 
request. The S&P 500 is an unmanaged index of 500 widely held stocks. You 
cannot invest directly in an index. 
 

Earnings per share (EPS) are the total company earnings divided by the number 
of shares outstanding. 
 

Companies engaged in business related to a specific sector are subject to fierce 
competition and their products and services may be subject to rapid 
obsolescence. There are additional risks associated with investing in an 
individual sector, including limited diversification. Biotechnology companies 
are affected by patent considerations, intense competition, rapid technology 
change and obsolescence, and regulatory requirements. Investing in the 
energy sector involves special risks, including the potential adverse effects of 
state and federal regulation and may not be suitable for all investors. 
International investing involves additional risks such as currency fluctuations, 
differing financial accounting standards, and possible political and economic 
instability. These risks are greater in emerging markets. 
 

Forward-looking statements are subject to uncertainties that could cause 
actual developments and results to differ materially from the expectations 
expressed. Price Earnings Ratio (P/E) is the price of the stock divided by its 
earnings per shares. 


