
Highlights
U.S. Economic Stability & Federal Reserve Policy: The United States maintains modest gross domestic product (GDP) 
growth and strong employment, with inflation gradually receding. The Federal Reserve (the Fed) has implemented 
rate cuts and held its target rate at 4.50%. While the Fed has signaled a readiness to ease further if economic 
conditions weaken, future policy decisions remain uncertain and will depend on evolving economic data.  

Stretched Valuations & AI-Driven Earnings: U.S. equity valuations remain high, reflecting market expectations of 
strong earnings growth driven by artificial intelligence (AI). International markets, by contrast, present more reasonable 
valuations, particularly for value stocks.

Big Tech & AI Market Disruptions: AI advancements and Big Tech’s dominance continue to shape financial markets. 
While AI capabilities are evolving rapidly, historical trends suggest that industry leadership shifts over time. Some 
U.S. firms may be overinvesting in expensive AI infrastructure, creating potential long-term risks if expected returns 
fail to materialize.

Trump 1.0 vs. Trump 2.0 - Economic & Policy Uncertainty: A second Trump administration, with Republican majorities 
in both chambers, sets the stage for policy shifts in trade, energy and immigration. However, fiscal challenges—
including a $1 trillion interest burden and a rising federal deficit—limit financial flexibility.

Investing Outlook

FIRST QUARTER 2025 INSIGHT HIGHLIGHTS

Los Angeles | San Francisco | San Diego | Silicon Valley | Orange County | New York | Minneapolis | Milwaukee | Cincinnati | Austin

 ▶   

 ▶   

 ▶   

 ▶   

Macro Environment at a Glance

A
rtificial Intelligence Developments & Market 
Dynamics: AI advancements are accelerating 
rapidly, with mathematics seeing the most dramatic 

progress relative to human benchmarks—AI accuracy in 
competition-level math increased from approximately 6% in 
2021 to 90% within two years.

Amazon, Alphabet, Microsoft, and Meta, among others, view 
AI as an existential threat, fueling a dramatic surge in capital 
expenditures (CapEx). Their combined CapEx now accounts 
for roughly 23% of total U.S. spending—up from just 3% a 
decade ago—with overall CapEx more than doubling since 
2010 and rising 40% since 2021. Concurrently, research and 
development (R&D) spending has quadrupled since 2010 
and surged an additional 60% in recent years.

Yet, returns may take years, and lower-cost, open-source 
models like DeepSeek’s R1 pose competitive risks. Following 
the announcement of its R1 model, Nvidia experienced the 
largest single-day market value loss in history—shedding 
nearly $600 billion.

Data as of 12/31/24. Source: Aspiriant analysis. Data from Stanford AI Index public database. Please see additional disclosures regarding third-
party data and other considerations. Early Systems: Handwriting recognition (not shown, 2000 to 2012), Speech recognition (not shown, 2000 
to 2016), and Image classification (ImageNet Top-5). Visual Reasoning: visual reasoning (VQA), visual commonsense reasoning (VCR). Language 
Reasoning: natural language inference (aNLI), Basic-level reading comprehension (SQuAD 1.1), Medium-level reading comprehension (SQuAD 2.0), 
English language understanding (SuperGLUE), Multitask language understanding (MMLU). Mathematics: Competition-level mathematics (MATH).

AI Progress vs. Human Performance Benchmarks
FIGURE 1

Performance Relative to Human Baseline
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Human Baseline

Visual reasoning (VQA)
Visual commonsense reasoning (VCR)
Competition-level mathematics (MATH)
Natural language inference (aNLI)

Image classification (ImageNet Top-5)
Multitask language understanding (MMLU)
English language understanding (SuperGLUE)
Basic-level reading comprehension (SQuAD 1.1)
Medium-level reading comprehension (SQuAD 2.0)

AI advances perform worse than humans

AI advances perform better than humans
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https://aspiriant.com/fathom/
https://www.reuters.com/technology/chinas-deepseek-sets-off-ai-market-rout-2025-01-27/
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T
rump 1.0 vs Trump 2.0: Political and Fiscal 
Challenges: With Republican majorities in Congress, 
Trump’s return signals sweeping policy shifts in 

trade, energy and immigration. However, unlike his first term, 
robust labor markets, inflation, high interest rates, and fiscal 
constraints limit the scope for pro-growth policies.

Fiscal challenges further complicate the picture as interest 
costs now exceed $1 trillion—$600 billion more than in 
2016—while the deficit surpasses 6.5% of GDP. With two-
thirds of the $6.75 trillion budget tied to mandatory spending, 
fiscal options remain tight.

For Trump, the S&P 500 once served as an economic 
scorecard, surging nearly 200% since 2016. However, with 
valuations at 27 times trailing earnings and 25 times forward 
earnings, sustaining this performance may prove difficult.

Final Thoughts & Portfolio Considerations

U.S. Equity Valuations Are Elevated: Market valuations remain high, driven by AI-fueled earnings expectations. The 
market anticipates even stronger growth over the next decade compared to the past 10 years.

Global  Diversification Remains Critical: While Europe, Japan and emerging markets face distinct economic challenges, 
their equity valuations are generally more reasonable—especially for value stocks. Given differences in economic 
cycles across regions, diversifying into value stocks and non-U.S. equities could provide portfolio tailwinds over the 
next decade.

Fixed Income Positioned for Stronger Returns: Investment-grade bonds offer more attractive yields than in recent 
years and may act as a stabilizing force if equity markets experience volatility. 

Alternative Investments Enhance Risk Management: For portfolios with diversifiers, strategies such as long/short 
investing, relative value, global macro, and gold can improve stability and help mitigate risk. 
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Source: Aspiriant analysis. Data from Bloomberg, Federal Reserve Economic Data (FRED), U.S. Census Bureau and the Congressional Budget Office. 
*If data as of 11/08/2024 has yet to be released, the closest available data is used. Figures are rounded and calculated as year-over-year percentages 
unless otherwise noted. Core CPI stands for Core Consumer Price Index and measures the annual change in average consumer prices excluding 
volatile components like food and energy. Fed Funds Rate Top Range is the upper limit of the Federal Reserve’s target interest rate for overnight 
lending between banks. GDP stands for gross domestic product and measures the total monetary value of all goods and services. Labor Participation 
25-54 is the percentage of the population aged 25-54 that is either working or actively seeking work. Unemployment Rate measures the percentage of 
the labor force that is unemployed and actively seeking work. Worker Productivity measures how efficiently the U.S. converts inputs into the outputs 
of goods and services. Population Growth (% from Net Migration) shows the percent of population growth attributed to net migrations over the same 
period. P/E Ratio stands for price-to-earnings ratio, reflecting how much investors are willing to pay per dollar of earnings. The S&P 500 is a market-
capitalization weighted index that includes the 500 most widely held companies chosen with respect to market size, liquidity and industry. LTM stands 
for last twelve months. FTM stands for forward twelve months. Please see additional disclosures regarding third-party data and other considerations.
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Important disclosures

Aspiriant is an investment adviser registered with the Securities and Exchange Commission (SEC), which does not suggest a 
certain level of skill and training. Additional information regarding Aspiriant and its advisory practices can be obtained via the 
following link:  aspiriant.com.

Information contained herein is considered confidential, private and Aspiriant proprietary inside information that is intended 
only for the audience to which Aspiriant has knowingly distributed this presentation to, either by way of request or voluntarily. 
Any redistribution of this material without our prior express written permission is a violation of Aspirant’s privacy policy adopted 
to comport with various state and federal privacy laws that may subject any unauthorized distributor to legal action. 

All opinions, figures, charts/graphs, estimates and data included in this document are as on date and are subject to change 
without notice. The statements contained herein may include statements of future expectations, for general market performance 

or economic conditions, and other forward-looking statements that are based on our current views and assumptions and involve 
known and unknown risks and uncertainties that could cause actual results, performance, or events to differ materially from 

those expressed or implied in such statements. Forecasts, projections and other forward-looking statements are based upon 
assumptions, current beliefs and expectations. Forward-looking statements are subject to numerous assumptions, estimates, 
risks and uncertainties, including but not limited to: economic, business, market and geopolitical conditions; U.S. and foreign 
regulatory developments relating to, among other things, financial institutions and markets, government oversight, fiscal and 

tax policy. Any forward-looking information should not be regarded as a representation by Aspiriant or any other person that 
estimates or expectations contemplated will be achieved, as the future is not predictable. 

Past performance is not indicative of future results. There can be no assurances that any strategy will meet its investment 
objectives. All investments can lose value. The performance and volatility of an investor’s portfolio will not be the same as 
the index. Indices are unmanaged and have no fees. An investment may not be made directly in an index. The data used in 
this material was obtained from third-party sources the firm believes are reliable and internally. Aspiriant is not responsible 
for the accuracy of any third-party data used in the construction of this presentation. This information alone is not sufficient 
and should not be used for the development or implementation of an investment strategy. It should not be construed as 
investment advice to any party. Investing in securities, such as equity, fixed income and mutual funds, involves the risk of 
partial or complete loss of capital that prospective investors should be prepared to bear. Any reference to securities, directly 
or indirectly, is not a recommendation and does not represent a solicitation to buy or an offer of a solicitation to sell such 

securities. Any statistical information contained herein has been obtained from publicly available market data (such as, but not 
limited to, data published by Bloomberg Finance L.P. and its affiliates), internal research and regulatory filings.

https://aspiriant.com/
https://aspiriant.com/

