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The US stock market continues to report solid earnings with the 
S&P500 operating earnings on pace to hit another record high, up 10% 
over the last year. 

 

 

 

 

 

 

 

 

 

 

 

 

And it’s not just the stock market, everything in the US is up, stocks, 
bonds, commodities, real estate and even crypto. 

 

 

 

 

 

 

 

 

 



   

Having said this, we have seen some spikes in the volatility index with 
an upward trend particularly in the last few weeks. 

 

So why is there so much uncertainty at the moment?  

We are seeing new headlines every other day, tariffs being threatened 
and implemented and uncertainty around the geo-political landscape. 
Investors are starting to exercise some caution and there are growing 
concerns that we are seeing an end to US exceptionalism. 

 

 

 

 

 

 

 



   

The Dow Jones erased all of January’s gains through February and into 
March. 

 

 

 

 

 

 

 

 

 

 

 

 

 

And the NASDAQ is going backwards. 

 

 

 

 

 

 

 

 

 



   

Structurally, there are now nine companies in the US that have a 
market cap over $1 trillion, there were none seven years ago. 

 

 

 

 

 

 

 

 

 

 

And while the US stock market climbed to record highs last year, it was 
largely driven by the magnificent seven who now make up over a third – 
35.4% by the end of 2024. 

 

 

 

 

 

 

 

 

 

 

 



   

And while the AI arms race continues, the magnificent seven could 
climb to new heights. But with a large concentration of capital invested 
into such a small space, it does mean that a shock to this sector (for 
example, China’s response to ChatGPT – DeepSeek) would have 
significant ripple effects on the market as a whole. 

 

 

 

 

 

 

 

 

 

 

And we have seen the concentration of these high achiever’s drift away 
from the rest of the market as a whole. Historically, we have seen a 
rebalance and normalisation of trends but we must always ask 
ourselves some key questions. Is this the new normal? Will there be a 
market correction? And if so, what will be the catalyst? 

 

 

 

 

 

 

 



   

Inflation remains a sticky point in the US. 

Egg prices in the US have spiked at record highs of US $4.95, increasing 
238% over the last 4 years. Eggflation is back! 

 

 

 

 

 

 

 

 

 

 

Inflation is making its way back into the US, with the latest CPI coming 
in at 4%, the highest reading since May last year. 

 

 

 

 

 

 

 

 

 

 

 



   

 

Th US is seeing price increases generally across the board. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Actual inflation is continuing to drift away from the Fed’s 2% target rate. 

 

 

 

 

 

 

 

 



   

 

Inflation can be viewed as a tax, due to its regressive nature. It 
generally hits the lowest income earners the hardest. When the price of 
essentials such as food, gas and shelter increases, it consumes a 
greater proportion of their income. 

On the other side, high income earners spend less of their income on 
essentials and own a greater share of property and stocks that have 
outpaced inflation over the last few years. So, while not unaffected, it 
is far less detrimental.  

 

 

 

 

 

 

 

 



   

It is, therefore, unsurprising, that lower income earners have needed to 
dip into their savings the last few years to make ends meet – which has 
resulted in a spending gap. 

 

 

 

 

 

 

 

 

 

 

 

 

The result, in the US, the top 10% of income earners now account for 
half of all consumer spending.  

 

 

 

 

 

 

 

 



   

Housing remains an issue in the US. Active listings have hit its highest 
level in five years, however, the reason is that many homes are 
unaffordable for the average buyer. Monthly mortgage repayments 
required to buy the median priced home in the US has nearly doubled 
over the last five years. 

 

 

 

 

 

 

 

 

The increase in supply and collapse of demand is leading to a 
slowdown in housing price increases.  

 

 

 

 

 

 

 

 

 

 

 



   

While this is the US we are looking at, it provides lessons and insights 
for us back home. 

And let’s not forget, that the US is still the largest financial market in 
the world, and as the adage goes, when the US coughs, everyone else 
sneezes. 

 

So, what is going on back home?  

 

Australia’s economy is very different to the United States. We are much 
smaller, resource heavy and while we have a large financial sector (for 
our size) our banks are relatively insulated against external factors. 

A trade war will affect global trade, which will have an impact on us. 
But it may not all be bad. China remains Australia’s largest trade 
partner and if relations between the US and China breakdown, China 
may look for closer partners in the region. 

 

 

 

 

 

 

 

 

 

 

 

 



   

 

 

 

 

 

 

Australia’s economy has been in the doldrums the last few years, high 
interest rates have meant a decline in consumer spending and 
business investment. But with the RBA giving everyone a long-awaited 
reprieve last month, we may be starting to see things turn around. 

The quarterly Gross Domestic Product (GDP) figures were released last 
month, and while a nominal GDP of 1.6% is nothing to write home 
about, it is a step in the right direction. 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

Real net national disposable income also increased 20 basis points. 
And productivity (output vs input) rose as well. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

And household consumption has shown signs of strength.  
Discretionary spending grew by 40 basis points, largely due to 
Christmas spending and the festive period.   

Public demand largely supported the growth we saw with domestic 
final demand contributing 0.5% to GDP growth.  

 

 

 

 



   

Private demand made a notable contribution through household 
spending and private investment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

So, we are seeing signs of recovery within the Australian economy – at 
least coming from internal factors. But before we all start patting 
ourselves on the back, we should remember that it is a very volatile 
world right now, and we never know which news headline we’ll be 
reading tomorrow. 

 

 

 

 



   

Inflation did come up for a breath of air last quarter with a very slight 
increase in prices.  

 

 

 

 

 

 

 

 

 

 

 

 

Which given the black Friday and cyber-Monday sales and the general 
festive spirit that time of the year, is not unexpected. 

It wasn’t enough to stop the RBA in joining most central banks around 
the world and giving us a 25-basis point reduction in rates, but they 
remain wary of our strong labour market, external factors and the 
affect dropping rates too quickly could have. 

From the minutes, it was noted that while household debt repayments 
as a share of income were high and growth in private activity is 
subdues, their stance on monetary policy remains restrictive. 

So, can we expect more rate drops in the future? It is possible. As long 
as we keep a handle on inflation and if, we’re lucky, things overseas 
calm down a little bit. But once again, nobody knows what tomorrow 
will bring. 

 



   

The labour market has remained robust, but we did see a slight uptick 
in unemployment, which would have boosted the RBA’s case for a rate 
cut to help stimulate the economy. 

 

 

 

 

 

 

 

 

 

 

Participation rate continues to trend upward, which is just a great sign 
that all those who are willing and able are out in the workforce. 

 

 

 

 

 

 

 

 

 

 

 



   

Earnings reports for the last quarter did come back a tad 
underwhelming which has meant a rocky start to the year for share 
prices. 

 

 

 

 

 

 

 

 

 

 

But in great news, the household income squeeze is easing. 

 

 

 

 

 

 

 

 

 

 

 

 



   

Why? We’ve seen modest but important wage increases over the last 
year or so, an increase in unemployment which helps ease some 
pressure on wages and inflation continuing to trend lower. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

Business and consumer confidence remains subdued, but they have 
risen in recent months. 

 

 

 

 

 

 

 

 

 

 

This is all good news for the economy. We saw a record year for stock 
markets last year but the real economy struggled. These are signs that 
things are going back to – well normal may not be the right word – but 
back to levels we are so lucky to be used to in Australia. 

 

 

 

 

 

 

 

 

 

 



   

And we have seen a cool off of house prices, which is good news or bad 
news, depending on how you look at it. 

 

 

 

 

 

 

 

 

 

 

This is good news for first home buyers, but affordability remains an 
issue.  

    House price to income ratio 

 

 

 

 

 

 

 

 

 

 

 



   

And finally, the beauty of economics, its many rollercoasters, blue 
skies and sunshine one day, doom and gloom the next. We try and stay 
neutral and across everything that’s going on, and sometimes, we get 
some fun insights into statistics that may not impact our everyday 
lives, but are interesting, nonetheless. 

 

And for the NBA fans, I’m sure we’ve all heard of Steph Curry – the Chef, 
while he may not be the direct cause of this, he has certainly changed 
the game of basketball forever. 

 

The percentage of 3-pointers taken out of all shots in the NBA is now 
over 40%, well over a third of all shots! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

And teams are now taking an average of 38 3-point attempts per game! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

And for all those Ferrari and Formula 1 fans out there, Ferrari’s market 
cap recently moved to a record of $90 billion on sales of just 13,752 
vehicles last year.  

For comparison, Volkswagen’s market cap is $37 billion lower, despite 
selling over 9 million vehicles in 2024. 

 

 

 

 

 

 

 

 

 

 

 

 

As Ferrari’s CEO Benedetto Vigna stated: “We are not – we are not – an 
automotive company. We are a luxury company that is also doing cars.” 

 

 

 

 

 

 

 



   

 

 

 

 

I’m Troy Theobald of RFS advice, thanks for listening. And remember, 
we can’t predict financial markets, but we can certainly plan for them. 



   

General Advice Warning 

The information provided in this document is of a general nature only 
and does not take into account your personal objectives, financial 
situation, or needs. Before acting on any information in this document, 
you should consider its appropriateness, having regard to your own 
objectives, financial situation, and needs. It is recommended that you 
seek independent financial advice tailored to your specific 
circumstances before making any financial decisions. 

Please note that past performance is not indicative of future results. 
Investments can go up and down in value, and there is no guarantee 
that any particular investment strategy will be successful. 

 


