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Financial markets rebounded in May with the S&P 500 recovering its year-to-date losses. This 
positive month occurred against a backdrop of new trade agreements, mixed economic signals, 
and ongoing concerns about U.S. fiscal health. While many reports continued to show that the 
economy is strong, consumers remained pessimistic about the future. Treasury yields fluctuated 
throughout the month due to concerns around federal spending and debt. For long-term investors, 
May serves as a reminder that markets can adapt to changing conditions, even when there is 
significant uncertainty around economic and fiscal policy.

Key Market and Economic Drivers1

The S&P 500 gained 6.2% in May, its best month since 2023, the Dow Jones Industrial 
Average was up 3.9%, and the Nasdaq rose 9.6%. Year-to-date, the S&P 500 is up 0.5%, the 
Dow is down 0.6%, and the Nasdaq is down 1.0%.
The Bloomberg U.S. Aggregate Bond index declined 0.7% in May but is up 2.4% year-to-date. 
The 10-year Treasury yield ended the month at 4.4%.
International stocks also performed well with the MSCI EAFE index of developed markets and 
the MSCI EM index of emerging markets both climbing 4.0%.
The U.S. dollar index fell further to end the month at 99.3, near a three-year low.
Bitcoin hit a new record high of $111,092 before ending the month at $104,834.
Gold also hit a new record high of $3,422 before closing the month at $3,288, a 24% year-to-
date gain.
The Consumer Price Index report released in May showed that consumer prices rose 2.3% in 
April from a year earlier, the lowest 12-month increase since February 2021.
The economy added 177,000 new jobs in April while the unemployment rate remained low at 
4.2%.
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Markets continued to recover despite new concerns

May's market rebound underscores the importance of staying the course during periods of market 
volatility. After a challenging April, markets demonstrated resilience by recovering most of their 
losses and returning to positive territory in May. This illustrates how quickly market sentiment can 
shift when conditions begin to stabilize, a pattern that investors have experienced many times 
over the past decade. Of course, the past is no guarantee of the future, and markets will continue 
to worry about trade deals, the U.S. debt, and the health of the economy in the coming months.

Moody's downgraded the U.S. credit rating

One of the biggest surprises in May was 
Moody's downgrade of the U.S. credit 
rating from Aaa to Aa1. This followed 
previous downgrades by Fitch in 2023 and 
Standard & Poor's in 2011 which all reflect 
concerns about the nation's growing debt 
and spending. The accompanying chart 
shows that the U.S. total debt grew to 
122% of GDP in 2024. Net debt, which 
excludes debt the government owes itself, 
has risen to 97%.

Despite the historic nature of the U.S. debt 
downgrade, markets hardly reacted. This is 
because the downgrade is mostly 
backward-looking, and investors are 
already familiar with the nation's fiscal 

challenges. The muted response also reflects lessons from the 2011 Standard & Poor’s downgrade, 
when Treasury securities continued to be viewed as safe haven assets. 

Perhaps it was not a coincidence that this downgrade occurred as the House of Representatives 
was passing a comprehensive tax and spending bill. The approved bill would extend the individual 
tax cuts from the Tax Cuts and Jobs Act. This includes a 37% top rate, child tax credits, higher 
State and Local Tax deduction caps, and exemptions for tips and overtime pay, among other 
measures. According to the Penn Wharton Budget Model, the legislation could increase deficits by 
$2.8 trillion over the next 10 years.2 The bill will now be debated and potentially modified in the 
Senate.

While many would agree that these fiscal challenges require long-term solutions, the U.S. dollar 
remains the world's primary reserve currency and there will continue to be demand for Treasurys 
for the foreseeable future.
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Trade negotiations show progress

There was also progress on trade 
negotiations in May, taking many of the 
worst-case scenarios off the table. The 
administration reached agreements with 
both the U.K. and China, while negotiations 
continued with other major trading 
partners. The U.S.-China trade agreement 
included a 90-day period of reduced U.S. 
tariffs on Chinese goods.

Despite these deals, there will likely 
continue to be uncertainty around trade. 
More recently, China and the U.S. have 
both accused each other of violating the 
trade truce, and the administration wants 
higher tariffs on steel and aluminum. At the 
same time, negotiations with the European 

Union produced optimism when the White House delayed its scheduled 50% EU tariff after positive 
discussions. This suggests that diplomatic solutions remain possible, even when initial positions 
appear far apart.

The administration is also facing legal challenges to its tariffs. In May, the U.S. Court of 
International Trade struck down many of the newly enacted tariffs, ruling that they exceed 
presidential power under the International Economic Emergency Powers Act. While a federal 
appeals court paused the ruling, allowing tariffs to remain in place for now, this legal challenge 
adds another layer of uncertainty to the trade landscape.

It is important to remember that trade policy typically unfolds over months and years rather than 
days or weeks. The recovery in May is a reminder that investors should not overreact to trade 
headlines, especially now that the worst-case scenarios are less likely to occur.
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Steady earnings growth supports market

First quarter corporate earnings reports 
presented another reason for optimism. 
S&P 500 companies delivered positive 
earnings per share surprises and 64% 
reported positive revenue surprises, 
according to FactSet.3 This strong earnings 
performance highlighted the underlying 
health of corporate profitability, with 
technology companies showing resilience 
as they navigate trade uncertainty.

In contrast, consumers have been 
pessimistic this year due to tariffs and 
inflation concerns. However, recent 
sentiment indicators began showing signs 
of improvement that align more closely 
with positive earnings and economic data. 

The University of Michigan's most recent survey for May showed inflation expectations decreasing 
slightly and sentiment stabilizing. While it's important not to read too much into a single month's 
data, this improvement represents an encouraging development. A strong economy and improving 
sentiment could help to support markets.

The bottom line? May was a positive month for investors. While the U.S. debt 
downgrade and fiscal concerns created new challenges, progress on trade deals helped 
to boost markets. For long-term investors, these developments underscore the 
importance of maintaining perspective and staying focused on fundamental trends 
rather than short-term policy headlines.

1. Standard & Poor’s, Nasdaq, Bloomberg. All month end figures are as of May 30, 2025.
2. https://budgetmodel.wharton.upenn.edu/issues/2025/5/23/house-reconciliation-bill-budget-
economic-and-distributional-effects-may-22-2025
3. FactSet Earnings Insight May 30, 2025
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Aspen Wealth Strategies, LLC (“Aspen”) is a registered investment advisor. Advisory services are 
only offered to clients or prospective clients where Aspen and its representatives are properly 
licensed or exempt from licensure.

The information provided is for educational and informational purposes only and does not 
constitute investment advice and it should not be relied on as such. It should not be considered a 
solicitation to buy or an offer to sell a security. It does not take into account any investor's 
particular investment objectives, strategies, tax status or investment horizon. You should consult 
your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other 
conditions. These documents may contain certain statements that may be deemed forward?
looking statements. Please note that any such statements are not guarantees of any future 
performance and actual results or developments may differ materially from those projected. Any 
projections, market outlooks, or estimates are based upon certain assumptions and should not be 
construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or warranty as to the current accuracy, reliability or 
completeness of, nor liability for, decisions based on such information and it should not be relied 
on as such.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has 
been obtained from sources believed to be reliable, but is not necessarily complete and its 
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to 
the fairness, accuracy, completeness, or correctness of the information and opinions contained 
herein. The views and the other information provided are subject to change without notice. All 
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services 
are issued without regard to the specific investment objectives, financial situation, or particular 
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell 
any securities or related financial instruments. Past performance is not necessarily a guide to 
future results. Company fundamentals and earnings may be mentioned occasionally, but should 
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions, 
forecasts, and estimates for any and all markets should not be construed as recommendations to 
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded 
funds, or any similar instruments. The text, images, and other materials contained or displayed in 
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All 
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful 
infringement(s) of this copyright and other proprietary and intellectual property rights, including 
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection 
with its intellectual property, including without limitation the right to block the transfer of its 
products and services and/or to track usage thereof, through electronic tracking technology, and 
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right, 
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and 
civil remedies for the violation of its rights.
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