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A Whiplash Quarter

What began as a market forecasting the worst of outcomes quickly turned into a remarkable reset. 

April hit the markets hard. Inflation, thought to be a tamed beast, surprisingly popped up again. 

The Federal Reserve, a continual frustration for President Trump, remained  on the sidelines. And 

the once invincible tech sector showed that it too could be vulnerable under the right conditions. 

Add to the threats of substantial tariffs with our trading partners and you had all the necessary 

ingredients for a sizeable market sell off. 

Then came May and June and one of the fastest recoveries on record. The tone on tariffs softened 

considerably as did the commentary from the Fed and Chair Jerome Powell. Those investors who 

may have prematurely hit the ejection button or were seeking shelter away from the markets were 

now rushing back and scrambling to be invested. By the end of June and the quarter’s end the 

S&P had astonishingly erased its losses and posted a modest gain for those three exhausting 

months. 

Not even a series of airstrikes on targets in Iran and the brief but considerable spike in oil could 

derail this market comeback. The Trump Administration and it’s “on/off” tariff strategy altered 

their position once again. The markets quickly embraced this news as they did the string of 

positive earnings, particularly coming from companies in the tech sector.

So, in the face of the geopolitical and the economic events of the quarter the market refused to 

fold. To be certain, skeptics remain. Concerns about the lagging impact of tariffs and resulting 

price increases and a weak housing market keep talk of a recession alive. While layoffs are 

occurring in certain sectors like technology, jobs in healthcare and service businesses have 

remained solid. 

So, the glass “half full/half empty” debate continues as to what may lie ahead in the third quarter. 

The markets continue to prove that good companies that sell at a reasonable price could be 

bought. Optimism for earnings remains and Fed watchers continue to bet on an easing of rates, 

with a first cut perhaps as early as September. 

We know a list of trouble spots could be easily generated. Market valuations are not cheap. The AI 

story may be over hyped in the short run. Political tensions exist virtually every place you may 

look. Despite all these potential headwinds. We have a consumer that is spending, a solid workforce 

and companies that while cautious, are reporting solid returns. For now, we treat our whiplash 

from Q2 with an optimistic outlook for Q3.
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2    Portfolio Review & Comment

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth 

Management or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any 

opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of 

future results.

This material contains forward looking statements and there can be no guarantees they will come to pass. The information 

and statistical data contained herein have been obtained from sources believed to be reliable but in no way are 

guaranteed by Morgan Stanley as to accuracy or completeness. There is no guarantee that any investments mentioned 

will be in each client’s portfolio.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, 

including but not limited to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) 

national and international political and economic events, war and terrorist events, (iv) changes in interest and exchange 

rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological change and weather, and 

(vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other 

disruptions due to various factors, including lack of liquidity, participation of speculators and government intervention.

The companies identified within are shown for illustrative purposes only and should not be deemed a recommendation to 

purchase or sell the companies mentioned.  

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many 

sectors and companies.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment 

strategy will work under all market conditions. 

International investing may not be appropriate for every investor and is subject to additional risks, including currency 

fluctuations, political factors, withholding, lack of liquidity, the absence of adequate financial information, and exchange 

control restrictions impacting foreign issuers. These risks may be magnified in emerging markets because of their narrow 

focus; sector investments tend to be more volatile than investments that diversify across many sectors and companies. 

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their 

accuracy or completeness.

The Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the 

client’s assets on a discretionary basis in a range of securities. 

Indices are unmanaged. An investor cannot invest directly in an index.

For index, indicator and survey definitions referenced in this report please visit the following: 

https://www.morganstanley.com/wealth-investmentsolutions/wmir-definitions 
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