
It feels as though any trace of the April 
sello�  has long faded from the market’s 
collective memory. � e stock market 
not only fully recovered by the end of 
the second quarter, but it continued to 
climb in the third quarter.

� at momentum has been most 
striking in technology stocks—
especially those connected to arti� cial 
intelligence.  

While there isn’t a single, universal AI-
related stock index, the S&P Kensho 
AI serves as a good proxy. It gained 
14.3 percent in the third quarter and is 
now up 27.7 percent for the year, well 
ahead of both the S&P 500 (+14.8 
percent) and the broader technology 
sector (+22.3 percent) year-to-date.

Given AI’s outsized role in driving both 
innovation and investment returns, it’s 
only � tting that we’ve taken steps to 
harness smarter tools in our own work 
here at Acropolis.

At the end of last year, we decided 
to upgrade one of the core elements 
of our technology stack: portfolio 
management and performance 
reporting. We moved away from a 
system that had served us well for more 
than 20 years—a system we knew 
inside and out.

But as you might imagine, older 
systems come with limitations. � is 
quarter, we’re excited to introduce new, 
best-in-class, cloud-based portfolio 
management software. It allows for 
more customizable reporting, better 

integrations with other tools, and a 
modern client experience that will 
continue to improve over time.

We’ve already rolled out our new, 
integrated portal where you can 
securely access more information 
about your investment portfolio and 
both up- and download documents 
securely.

Our new quarterly statements are 
intentionally designed to look and feel 
familiar, but they now o� er greater 
detail under the hood. 

� e most signi� cant change is that 
performance is calculated daily 
instead of monthly. � at means some 
performance numbers may be slightly 
di� erent, but rest assured, we’ve tested 
the system extensively to ensure the 
information you receive is accurate 
and reliable.

In short, our technology has taken a 
major step forward to serve you better.
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“Everything’s 
� ne today, that is 
our illusion.” 
 
Voltaire

French writer and philosopher

1694 - 1778 

STOCK MARKET SUMMARY

Stocks surged in the third quarter, driven 
by resilient corporate earnings, steady 
global growth, and shifting monetary 
policy actions and expectations.  

� e S&P 500 climbed 8.1 percent, 
hitting fresh all-time highs by the end 
of the quarter.  Growth and momentum 
stocks led gains, though most areas of 
the market participated. Value and 
quality stocks also rose, but to a lesser 
extent.

Technology and communications stocks 
stood out, rising 13.0 percent and 11.8 
percent, respectively. AI enthusiasm, 
strong earnings surprises, and 
expectations of lower rates all boosted 
demand for growth-oriented digital 
and advertising platforms.  Consumer 
staples were the only sector to fall, 
declining -2.9 percent as investors 
rotated toward higher-growth sectors.

Earnings season surprised to the 
upside: revenues rose 6.3 percent (2.1 
percentage points above expectations), 
and earnings climbed 12.7 percent (7.6 
percentage points ahead of estimates). 

Internationally, the MSCI EAFE index 
of developed markets gained 4.8 percent, 
led by Japan, where corporate reforms 
and a weaker yen boosted exporters. 
Europe saw more modest returns.  � e 
dollar rose against developed market 
currencies, subtracting 1.3 percent from 
returns for US-based investors.

Emerging markets, as measured by the 
MSCI EM index, rallied 10.6 percent, 
powered by strength in Chinese tech, 
a softer dollar, better earnings, and 
favorable relative valuations — though 
gains varied across regions and remain 
vulnerable to policy and currency risk.

All told, the third quarter reinforced 
the view that equities are supported by 
stable in� ation, resilient growth, and 
hopes for more rate cuts. 

In the near term, employment and 
in� ation trends will be critical, as they 
will shape both corporate pro� tability 
and Federal Reserve policy.  Over the 
medium run, investors will gauge 
whether today’s large tech investment 
will pay o�  in future corporate pro� ts.

By David Ott

Data Source: Bloomberg
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BOND MARKET REVIEW

Bonds posted strong returns in the third 
quarter. � e broad market grew +2.0 
percent, with corporate bonds growing 
2.6 percent and Treasuries posting 
returns of 1.5 percent for the quarter. 
� is was a result of multiple macro 
factors being favorable for rates.

In� ation has remained higher than 
the Federal Reserve would like, but 
the tari� -induced in� ation surge that 
many predicted never materialized. 
Now, nearly six months removed from 
Liberation Day, in� ation indices have 
remained stable. 

At the same time, the Employment 
picture weakened signi� cantly over the 
past few months. Payroll growth has 
slowed to nearly zero for the past four 
months. On top of weak Employment 
reports, data revisions cast even more 
concern on the economy. In September, 
the Bureau of Labor Statistics released 
its annual revisions to the data, which 
resulted in payrolls being revised down 
by 911,000 jobs. � is wiped out much 
of the growth in payrolls over the past 
year, and led many to question the 
strength of the labor market.

� is weaker outlook for employment, 
along with a lack of acceleration in 
in� ation, led the Fed to cut overnight 
rates 25 bps in September. � e market 
expects this to be a new trend. Two more 
cuts are priced in to the futures market 
for 2025, along with 2-3 cuts in 2026. 

While employment looks concerning, 
economic growth has continued to 
exceed expectations. Q3 GDP is 
estimated to have grown 2-4 percent. 
Stable in� ation, strong growth, and 
expectations for lower rates drove risk 
markets to boom, with stock markets 
reaching new all-time highs and credit 
spreads continuing to tighten. � e yield 
curve fell modestly, but continued to 
steepen as the market prices in expected 
Fed rate cuts. � e result is that short-
term rates fell 40 bps on the quarter, 
while three through 30-year maturities 
saw rates drop 5-10 bps.

Employment and in� ation will 
continue to drive bond markets for the 
foreseeable future. Weak employment 
will continue to put pressure on the Fed 
to cut rates, with rising in� ation being 
the only potential obstacle in the way.

By Ryan Craft, CFA 

“When the well is 
dry, we know the 
worth of water.” 

 
 Benjamin Franklin

Founding Father

1706 - 1790

Data Source: Bloomberg
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“Carry on any 
enterprise as if 
all future success 
depended on it.”

Aermand Jean du Plessis, 

Duke of Richelieu

French cardinal and 

statesman

1585 - 1642

MIND THE GAP, OR GET RUN OVER

In other words, investors surrendered 
almost 15 percent of the market’s gains 
to their own bad timing.  

You can see on the chart to the right that 
some categories fared better than others, 
and Morningstar sliced the data in some 
other revealing ways:

Active vs. Index: 
Index fund investors lagged their funds 
by –1.3 percent annually, slightly better 
than the –1.5 percent gap for active 
managers. 

But because index funds returned 9.5 
percent versus 7.0 percent for actively 
managed funds, active investors su� ered 
two kinds of pain: lower returns and a 
wider gap.

Active vs. Active: 
Some active funds are “more active” 
than others, and those that strayed 
further from their benchmarks delivered 
worse investor outcomes. � e quintile 
that hugged its benchmark most closely 
lagged by -0.9 percentage points, while 
the most divergent quintile lagged by 
-1.6 points.

By David Ott

For several years, Morningstar has 
released its annual Mind the Gap study, 
which highlights the di� erence between 
what a fund returns and the returns 
investors in those funds actually realize.

� is isn’t about fees or something that 
the fund is doing - it’s about the investor 
behavior in the funds and how investors 
can shoot themselves in the foot.

� e study underscores a familiar 
struggle: investors chase performance—
jumping into funds after the best gains 
have passed, or bailing out during a 
slump only to miss the rebound.

� e penalty for this behavior is steeper 
than many realize. Over the 10 years 
ending Dec. 31, 2024, Morningstar 
found that the gap between a fund’s 
time-weighted returns (what the fund 
earned) and investor returns (what 
investors earned) was –1.2 percentage 
points per year.

� at’s right, the average U.S. mutual 
fund or ETF returned 8.2 percent 
annually, but the average investor only 
captured 7.0 percent. 
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“Coming 
together is a 

beginning; 
keeping together 

is progress; 
working together 

is success.”

Henry Ford

American industrialist and 
founder of the Ford Motor Co.

1863 - 1947
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High vs. Low Volatility: 
Each category of funds (taxable bond, 
US equity, etc.) was also divided into 
quintiles, and within each category, the 
funds that were more volatile than other 
funds in the same category translated 
into lower investor returns.

ETFs vs. Mutual Funds: 
Despite their popularity, ETFs were 
misused more often. ETF investors 
lagged by –1.7 percent annually, 
compared with –1.2 percent for mutual 
fund investors.

Broad vs. Narrow: 
Investors in broad allocation funds  
came closest to capturing full returns, 
with a gap of just –0.1 percent. Sector-
fund investors (technology, industrials, 
etc.) fared far worse, underperforming 
by –1.5 percent.

Stocks vs. Bonds: 
Bond investors didn’t behave worse than 
stock investors, but the impact of the bad 
behavior was far harsher. Bond investors 
lost about one percentage point to poor 
timing—similar in absolute terms to the 
–1.5 percent annual gap in sector funds. 

But because stock returns were strong, 
sector fund investors still captured 
about 82 percent of total returns. Bond 
returns were modest, so losing one 
percent meant bond investors kept only 
about half of what their funds earned.

� e Lesson? 
Exactly what we already know from 
experience: trade less, hold through 
periods of underperformance, and resist 
chasing the hot dot.

In the aggregate, advisors and other 
institutional investors aren’t immune 
either—Morningstar’s data includes 
institutions, advised clients, and retail 
investors.

At Acropolis, we try to minimize these 
mistakes by writing target allocations 
into Investment Policy Statements, 
rebalancing systematically (including for 
tax-loss harvesting), and intentionally 
keeping turnover low.

We’re not perfect, but we continue 
to build our discipline and the 
infrastructure needed to avoid unforced 
errors to try and capture market returns.
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“Forecasting our 
futures is built 
into our psyches 
because we will 
soon have to 
manage that 
future.”

Alan Greenspan

American economist and former 
Federal Reserve Chair

1926 - present

INSIDE THE ECONOMY: GDP
By: David Ott

Gross Domestic Product (GDP) grew at 
a strong annualized rate of 3.8 percent 
in the second quarter, a sharp rebound 
from the -0.6 percent contraction in the 
� rst quarter. 

While the headline number alone 
shows improvement, breaking GDP 
into its major components reveals a 
more nuanced story about what’s really 
happening.

� e largest component is personal 
consumption, which is household 
spending on goods and services. Because 
it makes up about two-thirds of GDP, 
it’s often the most important driver of 
economic growth. 

Investment (business spending on 
buildings, equipment, housing, and 
changes in inventories) tends to be more 
volatile. When companies build new 
facilities or add to inventories, growth 
gets a lift; when they cut back, it drags 
on the economy. 

Government re� ects federal, state, and 
local purchases ranging from defense 
contracts to school budgets. 

Finally, net exports (exports minus 
imports) capture the e� ect of trade with 
the rest of the world—exports add to 
GDP, while imports subtract.

Looking at 2025 in detail, the � rst 
quarter’s weak GDP number masked 
some unusual crosscurrents.  Consumer 
spending slowed sharply, exports fell 
as businesses and households pulled 
purchases forward in anticipation of 
tari� s, and investment surged mainly 
because companies built up inventories. 

� e second quarter was a return to 
more normal conditions.  Personal 
consumption rebounded strongly, 
as households continued to spend. 
Investment and exports also snapped 
back, reversing much of the previous 
e� ects.

Taken together, the components of 
GDP give a fuller picture than the 
headline number alone—not just what’s 
happening, but why. In 2025, the story 
has been one of resilient consumers, 
with businesses and trade adding some 
volatility along the way.

Data Source: Bloomberg
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“Optimism 
is seen as the 
driving force 

behind the 
achievement of 

the American 
Dream.”

Wayne Baker

American sociologist

Uknown - present
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AVOIDING ONLINE SCAMS 
By: Michael Lissner, CFP®, CEPA

Online scams have been on the rise for 
years and are becoming increasingly 
sophisticated. Cybercriminals like to 
target the pro� le of an Acropolis client 
or the children of our clients. Two very 
common forms are public Wi-Fi scams 
and romantic social media scams.

Wi-Fi Scams
An increasingly common scam involves 
public Wi-Fi networks. Scammers 
create fake Wi-Fi hotspots in places 
like airports, cafes, or hotels, often with 
names similar to the legitimate network 
(e.g., “Starbucks Guest”). Once you 
connect to these networks, fraudsters 
can intercept and monitor your online 
activity, stealing passwords, credit card 
details, or other sensitive information.

� e attractiveness of public Wi-Fi is that 
it does not use your own data, is easy to 
use, and is often faster than your phone 
plan data. One danger of public Wi-Fi 
is that it is often unsecured, making 
it an easy target for cybercriminals. 
Another danger is that it is easy for 
cybercriminals to create a public Wi-Fi 
that appears to be “Marriott Hotels”, 
but is really the man in the room next 
door. (I have been tempted to rename 
my mobile hotspot “FBI Surveillance.)

To protect yourself, we encourage our 
investment family never to use public 
Wi-Fi. I have not used public Wi-Fi in 
over a dozen years, and there have been 
a couple of times, while on vacation 
overseas, that I could not do what I 
wanted because my connectivity was 
too weak. All that meant was I had to 
practice patience and wait a couple of 
hours before sending the pictures of 
Pompeii to my kids. (When it comes to 
patience, I still need a lot of practice.)

If you must use a public Wi-Fi, always 
connect through a Virtual Private 

Network (VPN), which encrypts your 
data and adds a layer of protection 
against potential threats. And never use 
public Wi-Fi for anything involving 
sensitive information, such as online 
banking or shopping.

Social Media Romance Scams
� ere are many types of social media 
scams, but perhaps the fastest-growing 
one right now is online romance scams, 
especially for older individuals. In 2023 
alone, the Federal Trade Commission 
(FTC) reported over 70,000 complaints 
related to romance scams, with losses 
totaling a staggering $1.3 billion in the 
U.S. alone.

Scammers create fake online pro� les, 
then over the course of weeks or 
months build a relationship with their 
intended victim. Eventually, they try 
to manipulate the victim into sending 
money, often for a supposed emergency. 
� e median reported loss for romance 
scam victims in 2023 was $4,400, 
with those over 70 experiencing even 
higher losses. � is type of fraud often 
exploits emotions, making it especially 
challenging for victims to recognize 
until they have been � nancially drained.

Take Action
If you think you have fallen victim to 
one of these scams or have concerns 
about your digital security, don’t wait to 
reach out. It is understandable if you are 
embarrassed to have fallen for a potential 
scam, but even the most vigilant among 
us can be caught o�  guard.

Your Acropolis Portfolio Manager or 
Portfolio Advisor can help you, whether 
it’s assessing potential fraud or ensuring 
that your personal information remains 
secure. We are ready to help you take 
the next steps toward protecting your 
� nancial well-being.
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Major Indexes    2025 YTD

Dow Jones  10.5%

S&P 500  14.8%

S&P 400 Mid-Cap  10.2%

S&P 600 Small-Cap  4.2%

MSCI EAFE (Intl)  25.1%

MSCI Emerging Mkt  27.5%

   

Equity Styles     2025 YTD 

S&P 500 Growth  19.5%

S&P 500 Value  9.7%

S&P 500 Quality  10.4%

S&P 500 Momentum     28.4%

S&P Sectors    2025 YTD

Basic Materials      9.3%

CommunicaƟ ons  24.5%

Consumer DiscreƟ on.  5.3%

ConsumerConsumer Staples  3.9%

Energy  7.0%

Financials  12.7%

Healthcare  2.6%

Industrials  18.3%

REITs      6.2%

Technology  22.3%

UƟ liƟ es  17.7% 

Interest Rates     2025 Q3

Fed Funds  4.25%

Prime Rate  7.25%

3-mo. Treasuries  3.9%

2-yr. Treasuries  3.6%

5-yr. Treasuries  3.7%

10-yr. Treasuries  4.2%

All Data as of 09/30/25

THE BIG PICTURE

No  ce to Clients

Please remember to contact ACROPOLIS® Investment Management, LLC if there are any material changes 
to your fi nancial situaƟ on or investment objecƟ ves or if you wish to impose, add or modify any reasonable 
restricƟ ons to our investment management services. A copy of our current wriƩ en disclosure statement as set 
forth on Part II of Form ADV conƟ nues to remain available for your review upon request.

Legal Disclaimer

This publicaƟ on is provided as a service to clients and friends of ACROPOLIS® Investment Management, LLC solely 
for their own use and informaƟ on. The informaƟ on in this publicaƟ on is not intended to consƟ tute individual 
investment advice and is not designed to meet your parƟ cular fi nancial situaƟ on. You should contact an 
investment professional before deciding to buy, sell, hold or otherwise consider a parƟ cular security based on 
this publicaƟ on. InformaƟ on in this publicaƟ on has been obtained from sources believed to be reliable, but the 
accuracy, completeness and interpretaƟ on are not guaranteed and have not been independently verifi ed. The 
informaƟ on in this publicaƟ on may become outdated and we are not obligated to update any informaƟ on or 
opinions contained in this publicaƟ on. 

© ACROPOLIS® Investment Management, LLC 2025. All rights reserved.


