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Out With The Old, In With The New 
 
Major U.S. stock averages finished the final week of 2025 lower, as Santa decided 
to skip over the historical late-year stock rally. However, stocks ended 2025 with 
another strong year of gains and enter 2026 with a mix of tailwinds and headwinds 
that will likely keep investors on their toes at the start of the year.  
 
Last week in review: 

• The S&P 500 Index (-1.0%) and NASDAQ Composite (-1.5%) each slipped 
lower during the shortened holiday week. 

• U.S. Treasury yields bumped higher, the U.S. Dollar Index rose, Gold moved 
lower, and West Texas Intermediate (WTI) crude settled higher. 

• December FOMC minutes offered few surprises and reinforced the Federal 
Reserve’s commitment to gradual policy easing in 2026 amid varying views 
on the speed of rate cuts across the committee. 

• Housing data surprised to the upside, weekly jobless claims declined, and 
investors looked ahead to early 2026 catalysts, which include benefits from 
larger tax returns, a Supreme Court decision on reciprocal tariffs, the 
upcoming earnings season, and the pending announcement of a new Fed 
Chair.         

 
Out with the old, in with the new 
 
Despite some roller-coaster events last year, the S&P 500 Index posted its third 
consecutive year of double-digit gains in 2025. While investors were busy 
celebrating the holidays and spending time with friends and family over the final 
weeks of the year, markets ended 2025 in a relatively quiet fashion. That said, 
December's performance across major stock averages should remind investors 
that momentum is continuing to cool, even if the overall market remained relatively 
calm heading into the new year. On a total return basis, the S&P 500 Index 
finished up +17.9% in 2025, while the NASDAQ Composite gained +21.1%. 
Notably, December performance across major stock averages was mixed, with the 
S&P 500 snapping a seven-month winning streak to finish slightly lower on the 
month. The NASDAQ also slipped lower in December after breaking its extended 
winning streak in November. 
 
However, fourth quarter stock performance was generally constructive. U.S. 
equities rose for a third straight quarter, with the S&P 500 and NASDAQ advancing 
over +2.5% in Q4 on a total return basis. Several international benchmarks 
outperformed in Q4 and for the full year on a U.S. dollar basis, with the MSCI All 
Country World Index rising by +5.2% in the final three months of the year and 
finishing 2025 higher by nearly +32.0%. 
      
In Q4, the 2-year U.S. Treasury yield fell 13 basis points to 3.48%, while the 10-
year edged up just over two basis points to 4.17%. The U.S. Dollar Index gained 
+0.5% in Q4 after snapping a large two-quarter losing streak in Q3. Gold advanced 
+12.1% for the quarter, its fourth straight quarterly increase and after a +17.0% 
rally in Q3. Gold ended 2025 higher by an eye-popping +64.4% and was one of 
the best-performing assets of the year, amid heavy central bank purchases and 
hedging activity against geopolitical risks. West Texas Intermediate (WTI) crude 
fell 7.9% in Q4, its fourth consecutive quarterly decline. In our view, performance 
across fixed income and other assets outside stocks in the final months of 2025 
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was consistent with an environment of easing inflation, stable domestic growth, continued geopolitical risks, and an 
increase in “selective” risk-taking. 
 
Notably, the U.S. economy showed surprising strength in December following a delay in key data due to the government 
shutdown. Real U.S. GDP for Q3 came in at a +4.3% annualized pace, with consumer spending up a better-than-
expected +3.5%. Headline November CPI came in below consensus at +2.7% year-over-year, with core inflation at 
+2.6%, signaling renewed disinflationary traction, partly driven by housing. Yet, employment data was mixed as the year 
wound down, with November nonfarm payrolls rising modestly by 64,000 and the unemployment rate increasing to 4.6%. 
Weekly job data throughout December appeared to reflect a low-hiring, low-firing environment, with Fed Chair Powell 
noting that labor metrics may be overstating job growth. Speaking of the Chair, the Federal Reserve delivered a policy 
pivot in the final month of 2025, with a 25-basis-point rate cut, which lowered the fed funds target range to 3.50%-3.75%. 
Three officials dissented, with one favoring a larger cut and two preferring to hold rates steady. Powell emphasized that 
tariffs have added lingering pressure to goods prices, reiterated that labor data could be overstating gains, and kept the 
door open to flexibility without signaling imminent rate cuts. Most expect the Federal Reserve to hold rates steady this 
month. Importantly, we expect the market’s focus to begin turning to how monetary policy will be shaped under the “next” 
Fed Chair, starting in May, which President Trump could name as soon as this month.  
 
Within stocks, artificial intelligence remained the defining market theme in the final months of 2025, albeit with more 
discerning eyes. According to FactSet, capital spending in Q3 totaled roughly $112 billion, up approximately +80.0% year-
over-year across Microsoft, Alphabet, Meta Platforms, and Amazon. Nevertheless, scrutiny of AI spending increased in 
the fourth quarter. For example, Oracle’s five-year credit default swaps widened sharply, several infrastructure projects 
drew increased scrutiny due to execution and debt risks, and investors began to differentiate more forcefully between 
companies with visible cash flow prospects and those with less visible profit trends. Entering 2026, concentration risk 
remains a key concern, in our view. Broadcom plus the Magnificent Seven now account for roughly 40% of the S&P 500’s 
market capitalization, more than double the roughly 15% share commanded by the top eight names a decade ago. Thus, 
where Big Tech goes from here, so too may go the broader market. 
 
From a historical perspective, 2025’s stock strength pushed the S&P 500 toward one of its best rolling three-year runs on 
record and sets up a rare possibility for a fourth year of stock gains in 2026, if our base case assumptions for this year 
come to pass. For example, if the Index delivers a fourth consecutive year of double-digit returns (as forecast in our 
favorable scenario), it would be a feat not accomplished since the late 1990s dot-com era. However, earnings growth will 
likely need to do most of the heavy lifting this year if valuations are to remain elevated. FactSet S&P 500 profit 
expectations indicate another year of double-digit earnings growth in 2026, driven by strong Tech earnings, productivity 
improvements across industries, ongoing AI adoption outside of Tech, and continued healthy capital market activity. In our 
view, companies’ ability to maintain healthy margins in 2026, combined with a broader range of companies participating in 
profit growth over the coming quarter, could be key factors that keep broader averages pointing higher over the next few 
quarters.    
 
However, AI scrutiny is becoming a more “persistent” overhang for major U.S. stock indexes, especially where spending 
commitments appear misaligned with near-term revenue growth, and where leverage and refinancing risks are rising. 
Softer labor trends could also persist into the new year. Increased corporate commentary that leans toward less hiring or 
hiring freezes may continue to erode consumer confidence and lead to reduced spending (which held up remarkably well 
last year). For example, ISM employment components are already in contraction, and layoffs are rising on the edges. 
Under the radar, global central banks, outside of the Fed, shifted modestly hawkish in Q4, with Japan’s rate hike and 
higher Japanese Government Bond (JGB) yields reminding investors that policy normalization remains uneven globally. 
And here in the U.S., housing affordability pressures could cap consumer momentum even as headline inflation cools, 
while tariffs may remain a wildcard issue through the first half of the year. 
 
Looking ahead, we believe the setup for markets suggests choppier conditions as investors digest the recent news flow 
over the holidays and prepare for the start of the fourth-quarter earnings season, which will begin mid-month. That said, 
we believe the underlying macroeconomic conditions in the U.S. are on a firm footing, which should ultimately help 
support stocks in 2026. Namely, cooling inflation trends, stable economic growth, opportunities for continued corporate 
profit growth, larger tax refunds for some U.S. workers, and a cautious but not restrictive Fed help support our generally 
constructive outlook. 
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Bottom line: As investors step into the new year, the path ahead for stocks likely depends on whether fundamental 
conditions continue to validate already elevated expectations for the year. In addition, AI investments translating into 
profits, efficiencies, productivity gains, as well as whether market strength can broaden beyond just a handful of Big Tech 
companies, will likely be other important factors to watch. For the S&P 500 to post a fourth year of double-digit returns in 
2026, or post just positive performance for a fourth consecutive year, much of the favorable outlook for this year that’s 
already reflected in prices will need to come to pass. As we noted in our 2026 Outlook and Themes report published in 
mid-December, investors would be wise to prepare for a range of market scenarios this year, temper return expectations 
and ensure their portfolios can participate when stock conditions are enjoying tailwinds but also weather the occasional 
headwinds that are bound to develop over the course of the year. 
 
The week ahead: 

• In the first full week of 2026, investors will focus their attention on U.S. employment trends. The December ADP 
Employment Survey (Wednesday), November JOLTS (Thursday), and December nonfarm payrolls (Friday) are 
on tap. 

• December ISM Manufacturing and Services reads throughout the week will also be closely watched.  
 

 
These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or 
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to 
invest directly in an index. Past performance is not a guarantee of future results. 

 
Important Disclosures 
Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide 
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated 
with Ameriprise Financial, Inc. 
 
The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed 
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its 
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not 
intended to provide investment advice and does not account for individual investor circumstances.  
 
Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party 
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be 
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities 

Weekly MTD YTD Current
5-Year 

Median
Current

5-Year 

Median

S&P 500 Index: 6,858 -1.0% 0.2% 0.2% 28.2 25.6 1.1 1.3

Dow Jones Industrial Average: 48,382 -0.7% 0.7% 0.7% 24.6 22.6 1.5 1.8

Russell 2000 Index: 6,234 -1.0% 1.1% 1.1% 67.6 44.6 1.2 1.3

NASDAQ Composite: 23,236 -1.5% 0.0% 0.0% 39.5 38.1 0.6 0.7

Best Performing Sector (weekly): Energy 3.3% 2.1% 2.1% 17.4 12.9 3.3 3.6

Worst Performing Sector (weekly): Consumer 

Discretionary
-3.2% -1.1% -1.1% 33.0 31.8 0.6 0.7

Source: Factset. Data as of 01/02/2026

Weekly MTD YTD 

Bloomberg U.S. Universal -0.2% -0.2% -0.2%

West Texas Intermediate (WTI) Oil: $57.34 1.3% -0.1% -0.1%

Spot Gold: $4,332.07 -4.4% 0.2% 0.2%

U.S. Dollar Index: 98.42 0.4% 0.1% 0.1%

Weekly MTD YTD 

2-year U.S. Treasury Yield: 3.48% 2 bps chg 0 bps chg 0 bps chg

10-year U.S. Treasury Yield: 4.19% 6 bps chg 1 bps chg 1 bps chg

Source: Factset. Data as of 01/02/2026. bps = basis points Source: S&P Global, Factset. Data as of 01/02/2026

Benchmark
Total Returns

Yield Chg
Government Bond Yields

Stock Market Recap
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0.1%

1.6%
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mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice 
designed to meet the specific needs of an individual investor. 
 
Diversification does not assure a profit or protect against loss. 
 
There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer 
term securities. 
 
Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies. 
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value. 
 
The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject 
to greater price fluctuations. 
 
Past performance is not a guarantee of future results. 
 
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. 
 
Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in 
the Additional Ameriprise research disclosures section.  
 
The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value 
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P 
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison 
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P 
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector. 
 
The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq 
Stock Market. 
 
The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index 
is owned and maintained by Dow Jones & Company. 
 
The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is 
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger 
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the largest 
2000 securities in the Russell 3000.  
 
The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange 
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks. 
 
West Texas Intermediate (WTI) is a grade of crude oil commonly used as a benchmark for oil prices. WTI is a light grade with low 
density and sulfur content. 
 
The ISM Services PMI (formerly the Non-Manufacturing NMI) is compiled and issued by the Institute of Supply Management (ISM) 
based on survey data. The ISM services report contains the economic activity of more than 15 industries, measuring employment, 
prices, and inventory levels; above 50 indicating growth, while below 50 indicating contraction. 
 
The Institute for Supply Management (ISM) manufacturing index is a national manufacturing index based on a survey of purchasing 
executives at roughly 300 industrial companies. It is an index of the prevailing direction of economic trends in the manufacturing and 
service sectors. 
 
Third party companies mentioned are not affiliated with Ameriprise Financial, Inc. 
 
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in 
value. 
 
Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
 
© 2025 Ameriprise Financial, Inc. All rights reserved.   


