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This is the song that doesn’t end. 
Yes, it goes on and on, my friend. 

Some people started singing it not knowing what it was, 
And they’ll continue singing it forever just because… 

Since 1973, I have spent time each summer on Lake Winnipesaukee. To be sure, 
I often make a stop in my hometown of Boston as part of my return trip. Driving 
from my old haunts in Alton Bay down to the familiar streets of Back Bay has 
always felt like retracing the lines of a well-loved map; quiet lakeside roads giving 
way to the pace of the highway and finally the elegant, bustling streets of the city. 
This year, the drive down from the lake began as the very picture of calm New 
England efficiency: me, the open road, and Waze® confidently assuring me that 
we would arrive in just under two hours, as if it personally controlled time, traffic, 
and Massachusetts drivers. The sun peeked through the clouds, the air smelled 
faintly of pine, and all was right with the world. For miles, it was the usual 
highway hum: steady speed, a travel mug of cold brew, and only the occasional 
“police reported ahead” to keep things lively. But as I neared the city, my trusty 
digital co-pilot got a little too clever for its own good. “Faster route available,” it 
announced, with the enthusiasm of a toddler holding a secret. Against my better 
judgment, I took the bait. Moments later, I was off I-93 and deep in the twisting 
backstreets of Charlestown, a neighborhood I hadn’t planned to explore but was 
now navigating like a contestant on The Amazing Race: GPS Edition. I dodged 
construction cones, circled the same Dunkin’ twice, and at one point I could have 
sworn Paul Revere’s ghost gave me a pitying look. The voice prompts from my 
GPS grew increasingly panicked: “Turn right! No, left! Wait…recalculating!” 
until, at long last, I emerged onto the Harvard Bridge and into Back Bay. Finding 
a parking spot felt like discovering buried treasure. I stepped out, stretched my 
legs, and couldn’t help but laugh; after all, what’s a trip to Boston without a little 
detour, a dash of chaos, and a humbling reminder that sometimes, even the 
smartest technology just wants to take you on an adventure? 
This detour is a powerful analogy for the market: investors often chart their course 
based on historical patterns and clear roadmaps, but unexpected shifts, whether 
triggered by policy changes, new technologies, geopolitical events, or sudden 
changes in sentiment, can send the market down unfamiliar paths. These twists 
can feel unsettling, and during the detour, it’s hard to see the bigger picture. Yet, 
just as Waze’s route ultimately reconnected me with my destination, markets often 
find their equilibrium again, reaching the same economic endpoints through less 
predictable, sometimes bewildering paths. The key is to recognize that short-term 
disorientation doesn’t necessarily mean the route is wrong; it may just be different 
from what was expected.  

Closing Credits, Lamb Chop’s Play-Along,  1992–1995 

https://www.history.com/topics/ancient-history/celts
https://www.history.com/topics/holidays/imbolc
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This year, reasonable expectations have been defied, and the imposition of rational probabilities has met 
with limited success. In short, this market has performed substantially better than our conservative mindset 
might have suggested. As I crossed the Charles River, it occurred to me that one might substitute the S&P 
500 total return year-to-date in the place of my waypoint destination of Mass. Ave. and Comm. Ave. and 
acknowledge that just because our expectations have been exceeded, it does not mean that our assumptions 
are wrong. 
Our expectations for this year included some negative impact from the imposition of the tariff regime, which 
prompted our discussion of Smoot-Hawley in our 1st quarter outlook.  Our 2nd quarter piece was written 
close to the end of a swift bear-market decline, which suggested that vague uncertainty, manifest in tariff-
inspired inflation and declining consumer confidence, would need to be overcome. Our 3rd quarter note 
discussed the surprising upside reaction of the market to the postponement of tariffs and laid out two 
possible courses of action for the Fed, one accommodating a slowing economy and the other, a tightening in 
the face of inflation. We cautioned that expanded Federal deficits engendered by the recent tax bill might 
lead to an adverse reaction on the part of players at the long end of the Treasury curve.  Concern over the 
concentrated market has imbued our thinking over the course of the year. We judged that corporate earnings 
would suffer under the weight of deferred spending and investment.  We recognized that AI was providing 
an overarching investment theme, but we challenged the new technology’s ability to develop profitability on 
a timely basis. Lastly, we questioned whether the market’s resilience in the face of uncertainty was truly 
warranted. In short, we remained skeptical.  
Simply put, the market follows earnings, or perhaps more appropriately, the market anticipates earnings. 
Since the recent market bottom in March 2020, the S&P 500 has advanced some threefold. Over that same 
period, S&P 500 earnings have advanced approximately two times. The fact that prices have risen faster than 
earnings suggests that valuations may be somewhat stressed.  Some details on the 2025 estimate: this is the 
first time in a long while that we can recall that earnings estimates have not been revised downward during 
the year. The typical pattern is for the top-down estimate to start the year at a convenient, but analytically 
suspect, 10% growth and then be revised downward as the year progresses. In short, the 10% rise in earnings 
growth during 2025 has provided fuel for the market’s 15% advance through the third quarter. In Wall Street 
speak, we observe that the trend is your friend.   
This begs the question of how earnings have remained intact in the face of the salient and, quite frankly, 
obvious headwinds that the economy has faced, and how did the market successfully anticipate that 
continued earnings growth? Notably, the economy has continued to grow apace, and final demand has 
remained strong, recording 3.8% GDP growth through the second quarter. Moreover, the weak dollar has 
boosted reported earnings of multinationals, as some 40% of aggregate S&P 500 revenues are from 
overseas. This may very well have insulated earnings from the anticipated deterioration in growth. Finally, 
we should consider one of the conundrums of the market, that is the overwhelming concentration of 
technology, not only in the price performance of the S&P 500 Index, but also in terms of the contribution of 
the technology and communication sectors to the overall S&P 500 earnings outlook. As it turns out, some 
65% of the 2025 forecast earnings is represented by these sectors. We have commented at length on the 
perceived risk in having some 45% of the S&P 500 Index concentrated in two sectors, and dominated by 
fewer than ten names, but when you consider the relative earnings contribution, Willie Sutton’s legendary 
“because that’s where the money is” becomes worthy of consideration. The driver here of course is the 
boundless potential of AI, and the investments that companies are making to meet that demand. Of note, a 
good proportion of these investments are being made among a very small circle of names. We are 
aware that not all these investments will yield to profitable applications, which we term the monetization of 
AI; but for now, the horizon seems limitless. Our skeptical side is reminded of radio in the 20s and the 
internet in the 90s and ponders how this party might possibly end badly. 
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The pundit Ted Lasso once commented, “You know what the happiest animal on Earth is? It's a goldfish. You 
know why? It’s got a ten-second memory. Be a goldfish." We find that investors have a short memory. 
Principally, as last week’s market action revealed, the details of the new tariff regime have not been 
assimilated. The market may have confused postponement with relief. We spend a good amount of time 
listening to the Federal Reserve, because we honestly believe that the Fed’s messaging is important to the 
direction of the market, and that one ignores this messaging at one’s peril. The apparent consensus of the 24/7 
punditry suggests that the Fed is moving toward an accommodative stance and has signaled multiple rate cuts 
before the end of the year. But that is not what the Fed has offered in its last pronouncement. In the most recent 
briefing, Chairman Powell spoke of moving toward a neutral rate, one that indicates neither a restrictive nor 
accommodative stance. We still believe that the Fed is equally vigilant against inflation as well as a slowing 
economy, and further that there still is a reasonable probability that future Fed messaging will focus on inflation 
concerns while economic activity remains robust. We caution that the disconnect between what the Fed is 
saying and what the market is hearing poses some risk to near-term returns. Moreover, to the extent that one 
may harbor some latent concerns about an AI or technology bubble, every quarter-point rate cut probably will 
show up in greater valuation stress, perhaps revealed in the aforementioned concentration before it yields 
stronger employment numbers. Occasionally, one hears the term stagflation bandied about to describe the 
Fed’s dilemma, even though it has been some fifty years since that phenomenon last arose. A more compelling 
counterargument is the scenario of moderate economic growth paired with slightly elevated but stable inflation 
in the 3% range. The Fed would have to be very sensitive to the impact of moving off its 2% inflation target. 
We chose the opening quote to represent our principal bugbear of complacency. One can observe complacency 
in the market’s historically high concentration, in the misinterpretation of the Federal Reserve’s messaging, 
and in the assumption that the economy will absorb all uncertainties correctly. It is never a bad time to review 
asset allocations to ensure that they reflect real risk tolerances. It is important to stay invested to participate in 
the market’s inexorable growth,  but it is likewise important to remain vigilant. 

Separately Managed Account Strategies: 

Large Cap Equity: Carret’s Large Cap Equity Strategy seeks to provide long term capital appreciation by owning 
companies with attractive growth prospects, and by acquiring this ownership interest at a reasonable price. We 
invest in seasoned companies with strong marketplace and financial characteristics. Fundamental analysis and 
quantitative screening drive this active management strategy. Portfolios are broadly diversified and customized to 
meet client objectives and risk tolerances. 
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Important Disclosure Information 

Investment advice offered through Carret Asset Management LLC, a registered investment adviser.  This presentation is neither an offer to sell nor a solicitation of any offer to buy any 
securities, investment products, or investment advisory services. All investment portfolios carry risk, including the risk of loss. No assurances can be given that Carret will attain its 
investment objective or that an investor will not lose invested capital. Past performance is not a guarantee of future results. This material is for informational purposes only and is not 
intended to serve as a substitute for personalized investment advice or as a recommendation of or solicitation of any particular security, strategy, or investment product. Carret does not 
provide legal or tax advice, and nothing contained in these materials should be taken as legal or tax advice. Results are based on fully discretionary accounts under management, including 
those accounts no longer with the firm. 

Although Carret believes the data to be reliable, Carret does not guarantee the accuracy of third-party data. Indices are presented herein for illustrative and comparative purposes only. 
Such indices may not be available for direct investment, may be unmanaged, assume reinvestment of income, do not reflect the impact of any trading commissions and costs, management 
or performance fees, and have limitations when used for comparison or other purposes because they, among other things, may have different strategies, volatility, credit, or other material 
characteristics (such as limitations on the number and types of securities or instruments). 

This material is for informational purposes only, as of the date indicated, is not complete, and is subject to change. Additional information is available upon request. Any opinions expressed 
herein represent current opinions as of the date of publication only and may change based on market or other conditions.  This material may contain assumptions that are “forward-
looking statements,” which are based on certain assumptions of future events. Actual events are difficult to predict and may differ from those assumed. There can be no assurance that 
forward-looking statements will materialize or that actual results will not be materially different from those described here. Certain information herein has been provided by and/or is 
based on third-party sources and, although believed to be reliable, has not been independently verified, and Carret is not responsible for third-party errors.   

No representation is made with respect to the accuracy, completeness or timeliness of information or opinions herein and Carret assumes no obligation to update or revise such 
information or opinions. 

Past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk.  Therefore, it should not be assumed that future performance of 
any specific investment or investment strategy (including the investments and/or investment strategies recommended and/or undertaken by Carret Asset Management, LLC  

(“Carret”), or any non-investment related services, will be profitable, equal any historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  
Carret is neither a law firm nor accounting firm, and no portion of its services should be construed as legal or accounting advice. Moreover, you should not assume that any discussion or 
information contained in this document serves as the receipt of, or as a substitute for, personalized investment advice from Carret.  Please remember that it remains your responsibility 
to advise Carret, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. A copy of our current written disclosure 
Brochure discussing our advisory services and fees is available upon request. The scope of the services to be provided depends upon the needs of the client and the terms of the 
engagement. 

The referenced performance results reflect the reinvestment of dividends and other account earnings and are gross of applicable account transaction fees (unless indicated) and Carret 
Asset Management (CAM)’s investment management fee. In instances where performance figures are presented gross, performance would be lower as a result of transaction fees and 
CAM’s investment management fee. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison 
purposes only, and generally do not reflect the deduction of transaction and/or custodial charges and the deduction of an investment management fee, the incurrence of which would 
have the effect of decreasing historical performance results.  It should not be assumed that your Carret account holdings correspond directly to any comparative indices or categories. 
Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your Carret accounts; and, (3) a 
description of each comparative benchmark/index is available upon request.  The historical benchmark performance results are provided exclusively for comparison purposes only, so as 
to provide general comparative information to assist an individual client or a prospective client in determining whether the investments meet, or continues to meet, his/her investment 
objective(s). It should not be assumed that account holdings will correspond directly to any of the comparative index benchmarks. No current or prospective client should assume that 
future performance will be profitable, or equal to either the composite performance results reflected above, or the performance results for any of the comparative benchmarks provided. 
For reasons including variances in strategy, account holdings, variances in the investment management fees incurred, market fluctuation, the date on which a client engaged CAM’s 
investment management services, and any account contributions or withdrawals, the performance of a specific client’s account may have varied substantially from the indicated composite 
performance results.   

Neither rankings and/or recognition by unaffiliated rating services, publications, or other organizations, nor the achievement of any designation or certification, should be construed by a 
client or prospective client as a guarantee that he/she will experience a certain level of results if Carret is engaged, or continues to be engaged, to provide investment advisory services. 
Rankings published by magazines, and others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally 
limited to participating advisers. No ranking or recognition should be construed as a current or past endorsement of Carret by any of its clients. 

Portfolio managers at Carret generally make collective investment decisions. However, in certain instances, portfolio managers may make client specific investment choices. As a result, 
portfolio dispersion may be increased in certain time periods. Dispersion can also be impacted by factors including but not limited to individual client investment objectives and guidelines, 
tax considerations, allocation of investment opportunities, order execution, and timing of funding. The material is intended as a broad overview of portfolio, philosophy, process, and 
style.   

Holdings are as of the date indicated and subject to change without notice. The list does not constitute a recommendation to buy, sell or hold a security. Individual accounts may vary. 
The Representative Holdings have been selected based on objective, non-performance-based criteria.  Holdings shown in this presentation may or may not be suitable for an individual’s 
account.  Holdings are provided to illustrate a broad view of a particular strategy and are for illustrative purposes only.  

Due to various factors, including the passage of time and changing market conditions, content in this presentation may be outdated and no longer reflective of current conditions. 
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