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This Week’s Cover StoryBy Jack Hough | Shares of wine, beer, and liquor companies have been hit hard as consumers cut back on alcohol consumption. But some are finding value in beer stocks.



	
These Hot Annuities Blend Stocks and Bonds. They Could Limit Your Upside.By Karen Hube | Registered index-linked annuities will capture much of market gains while offering downside protection. They are maddeningly complex.



	
Trump’s Cuts to Medical Research Are Hurting These StocksBy Bill Alpert | Shares of gene-sequencing leader Illumina have fallen 15% from Friday. Rivals 10X Genomics and Pacific BioSciences of California lost 18% and 15%, respectively.



	
Capital One’s Deal for Discover Looks AppetizingBy Emily Dattilo | The bank’s deal for Discover looks like a good bet for investors, creating a new financial giant that will control both ends of the card business.



	
Trump Axed the Global Minimum Tax. How Big Tech Could Lose.By Craig Mellow | President Donald Trump pulled out of the global tax deal but he may have opened a global can of worms: U.S. tech companies could get caught in the crossfire.



	
Americans Are Spoiling Their Pets. Buy This Gourmet Meal Maker’s Stock.By Evie Liu | Freshpet is the leader in the fresh pet food market, as many people are willing to splurge on their pets.



	
Dimon Sounds Off on Remote Work, Bureaucracy, ‘Pablum and Bulls—’By Rebecca Ungarino | JPMorgan Chase CEO doesn’t hold back answering questions during an internal meeting with staffers of the financial giant.



	
Move Over, Florida. Retirees Are Making New Plans as Climate Change Raises Costs.By Elizabeth O'Brien | Extreme weather and soaring insurance costs have many retirees rethinking where to live. What to know if you’re in a climate danger zone.



	
AST SpaceMobile Is a Hot Satellite Cellphone Stock. Its Rollout Faces Hurdles.By Adam Clark and Bill Alpert | Rivals for satellite cellphone service include Elon Musk’s SpaceX, Apple, and Amazon.



	
The Rich Are Moving Assets Abroad. Here's Why.By Abby Schultz | Some wealthy Americans are motivated by the changing political landscape under President Donald Trump, or they want to protect their assets if the U.S. economy weakens.



	
How the Market Learned to Stop Worrying and Love TariffsBy Randall W. Forsyth | Tariffs mainly have been used by President Trump for geopolitical purposes, but that may change. Possible reciprocal tariffs were greeted positively by debt and equity markets this past week.



	
Endowments in 2024 Got a Good Grade.The Flaw: A Lousy 2022.By Mary Romano | School investments were up 11.2% last year, with smaller funds outperforming the private-equity-heavy larger ones. But a down 2022 still hung over one- and three-year performance measures.



	
Economic Growth Has Stoked Inflation. What It Means for Rates.If the economy remains strong, markets will price in interest-rate hikes for 2026, this economist says. Plus, investment newsletter commentary on tariff targets in Asia, Black employment trends, and the manufacturing rebound.



	
Donald Trump, Lame Duck?Readers weigh in on the prospects for President Trump, Elon Musk’s ambitions, Treasury Secretary Bessent’s plan, and the high cost of wind energy.



	
Southwest Airlines, Universal Technical See Activist ActionActivist investors also report to the SEC on IAMGold, Civeo, and Alphatec.



	
Will Data Dependence Leave the Fed Behind the Curve?By Nicholas Jasinski | The Federal Reserve is guided by backward-looking data that are frequently revised. No wonder it has perfected the policy pivot.



	
This Stock Could Pop 50%. It Isn’t to Blame for the L.A. Blazes.By Jack Hough | California’s largest distributor of gas and electricity could surge as investors refocus on PG&E’s thriving business.



	
Trump’s Proposed Chip Tariffs Threaten AI—and the Entire Stock MarketBy Tae Kim | The U.S. is poised to win the AI race against China, but one significant threat looms on the horizon: tariffs.



	
The Stock Market Survived Inflation Data. Cracks Are Emerging.By Jacob Sonenshine | Most stocks are showing signs of topping out, and the chaos in Washington is still raging. As one analyst puts it, the risk/reward for buyers “isn’t great.”



	
The Dot-Com Bubble Burst 25 Years Ago. AI Could Be Next.By Randall W. Forsyth | AI spending is prodigious. The current mania resembles the internet bubble and earlier enthusiasms like RCA in the 1920s.



	
Estée Lauder Director Bought the Stock DipBy Ed Lin | Director Paul J. Fribourg bought nearly $9 million of shares of beauty firm Estée Lauder.



	
Southwest Airlines Stock Has Lagged Competitors. Time for a Catch-Up Trade.By Jacob Sonenshine | Its stock has dropped about 9% in the past year. The good news is that it is taking steps to execute more consistently and efficiently.



	
11 Tariff-Proof Dividend Stocks for These Uncertain TimesBy Al Root | Dividend investors usually look for stability, and President Donald Trump’s trade policy is anything but. Where to find some safe-harbor companies.



	
In Search of the Best S&P 500 ETFBy Ian Salisbury | The SPDR S&P 500 ETF Trust Is the world’s biggest index fund. These two rivals are catching up.



	
The Price of Gold Has Surged. Why Its Miners Are a Better Bet.By Jacob Sonenshine | Gold miners haven’t done poorly, but compared with the metal itself, they’ve underperformed. That’s about to change.



	
The Markets Trust Trump. How to Trade It.By Steven M. Sears | This options trade reflects the view that investors will soon realize that Trump is good for all stocks, not just a select few.



	
Huge Pension Buys Super Micro, Palantir, and Target Stock. It Sold Chipotle.Ed Lin | South Korea’s National Pension Services, which managed $720 billion as of the end of 2023, disclosed the moves in a filing with the SEC.



	
The Bold Move That Would Give Americans the Retirement Security They CraveBy Zach Buchwald | Voters want meaningful action to ensure their financial futures. President Donald Trump can give it to them, Zach Buchwald writes in a guest commentary.
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Why Alcohol Stocks’ Troubles Are Here to Stay

Shares of wine, beer, and liquor companies have been hit hard as consumers cut back on alcohol consumption. But some are finding value in beer stocks.


Illustration by Alvaro Dominguez

By Jack Hough

February 10, 2025


“Dry January,” a yearly prompt for the sober-curious, has passed. But brewers, distillers, and vintners aren’t raising their glasses to celebrate. Cutting back on alcohol has turned into an all-season trend, especially among the young. That is raising the prospect of an age waterfall effect, where older drinkers are replaced by younger, more moderate ones, draining booze sales.

Shares of companies that were once considered staples are spilling. Some are adding to decadelong losses, like Anheuser-Busch InBev and Molson Coors Beverage, which contended in past years with a flood of craft beers, and then a shift to cocktails. Others rode the cocktail craze until 2023, when spirits slipped into their first U.S. sales decline in three decades. Now Diageo, maker of Johnnie Walker Scotch whisky, is down 36% over two years, while Brown-Forman, with its Jack Daniel’s Tennessee whiskey, has lost more than 50%.

An investor who bought shares of Boston Beer a decade ago has had the type of wild ride that brings to mind crypto coins and meme trading. By spring 2021, the stock price had quadrupled, but now that gain has turned to a 24% loss. The company’s Truly brand put it in the middle of a hard seltzer craze, but then all the big beer brands piled in, just as some seltzer drinkers moved on to ready-to-drink cocktails in bottles and cans.

Meanwhile, Constellation Brands, which sells Corona and Modelo beers in the U.S., had been a growth holdout. But its latest quarterly report showed flat sales, and shares plummeted 17% in a day. They’re now down 31% in a year. Some on Wall Street see select buying opportunities in alcohol stocks, while others say to stay away.


Don’t blame alcohol’s slide on the Surgeon General’s recent warning on its cancer risks. That is drawing comparisons to tobacco and could add to industry challenges in coming years, but with alcohol, the government is following rather than leading the change. If obesity drugs play a role, it is marginal. Rising prices and budget constraints appear more important, as do big strides in nonalcoholic beer and spirits. But perhaps the biggest driver of moderation is a particularly worrisome one for the industry: Today’s 20-somethings, who have no memory of life before smartphones, just don’t seem that into alcohol.


Student Drinkers

Ethyl and Tank, in the heart of Ohio State University’s campus in Columbus, had it better than most college bars this winter. The Buckeyes won the national football title. An expanded playoff format meant more games for winners, drawing fans to bars and lifting beer sales. “It helped a ton,” says bar co-manager Nnamdi Aninweze. But even here, the broader trend is unmistakable. “We can’t lie: Post-Covid, everyone got hurt,” says Aninweze. Some students come to the bar for a week or two during a stressful time, and then say they’re quitting for health reasons. Some mention personal-improvement regimens like 75 Hard, which involves exercise, healthy eating, self-help reading, and alcohol abstinence. Many prefer cannabis. Others drink but avoid drunkenness, out of fear that a social-media video will compromise their futures. They’re gone by midnight or 1 a.m.

“We’re stuck with an empty bar at the end of the night,” says Aninweze. “It used to be that you had to force these kids to go home.”

A 4½ hour drive northwest, in South Bend, Ind., is Notre Dame—the other team to make it to the big game. Just across the street from the university, Linebacker Lounge built its reputation on packing the house. An ESPN commentator once called it “a garbage disposal for wobbly humans”; The Backer, as the bar is known, still sells a $30.50 T-shirt with the phrase. But young revelers now typically show up at 11 p.m. and are gone by 1 or 1:30 a.m., whereas on Thursdays, Fridays, and Saturdays, they used to drink until 3. “They don’t stay out till the late, late nights like we’ve seen in years past,” says general manager Chantal Porter. “And I would say that’s been literally since Covid.”


Alcohol sales fell 1% last year to $112 billion, according to NielsenIQ. Volume fell more, and declines were spread across beer, spirits, and wine. Pockets of strength were few. Sales of ready-to-drink cocktails are still growing nationwide from a relatively small base, but volumes have been flat, and they have begun to decline in New York and Florida, according to industry watcher IWSR, raising the question of whether other states will follow.


Sales figures match with survey results. Gallup has measured how Americans view moderate drinking since 2001. In last year’s results, a record 45% said that one or two drinks a day is unhealthy. That’s up six percentage points in a year, and 17 points since 2018. Some 55% now say that even average drinkers should cut back, and another 22% say they should stop. Among the young, ages 18 to 34, those numbers are 67% and 23%, respectively.

A Barrel Plant’s Demise

Some alcohol makers are responding more urgently than others. Brown-Forman, which rode out a U.S. alcohol ban in the 1920s and 1930s by securing a license for medicinal whiskey, said last month that it will lay off 12% of its workers and close its Kentucky barrel plant. Its stock has been hit much harder than others for three clear reasons, plus a speculative one. First, it traded at a premium price when whiskey looked unstoppable, leaving it more vulnerable to investor disappointment. Second, whiskey is typically aged in barrels rather than consumed right away, which means that inventory gluts can drag on. The industry now appears to be awash in unsold barrels. Just look at results for Kansas-based MGP Ingredients, which makes and ages whiskey for other brands. Sales in its most recent quarter plunged 24%, and management is slashing production.

A third potential challenge for Brown is tariffs. President Donald Trump has variously threatened to place large and broad ones on goods from China, Canada, Mexico, the whole of Europe, Colombia, and elsewhere. Few goods are more symbolically fit for retaliation than revered red state exports like Tennessee whiskey and Kentucky bourbon.


Illustration by Alvaro Dominguez

There is a fourth factor unique to Brown, in the opinion of Truist Securities analyst Bill Chappell, who recently downgraded the stock to Hold from Buy. Past moves into honey-flavored Jack and premixed Jack and Coke in cans have been good for revenue, but Chappell believes they have turned Jack Daniel’s from a premium brand into a merely popular one, like Jim Beam, which is owned by privately held Beam Suntory. Then again, even selling premium brands is no longer a guarantee of growth, in the U.S. or abroad. Pernod Ricard, Davide Campari-Milano, and Rémy Cointreau have all suffered slipping sales and tumbling share prices. Brown-Forman didn’t respond to requests for comment.


Cannabis bans are falling, and a 2018 farm bill meant to support hemp provided an opening for cannabis beverages. Hemp is used to make industrial fibers and contains only tiny amounts of the psychoactive compound THC, but distillation, a key to making spirits, can turn low concentrations into higher ones. Cannabis drinks would seem a good investment for alcohol companies, but both Anheuser and Constellation have been burned there. So far, distribution rules are murky, and consumers who frequent cannabis dispensaries are more likely to stick with gummies or pot than switch to THC drinks.

Leaving Out the Booze

Diageo is taking a different approach. In September, it bought Ritual Zero Proof—mix its gin alternative with its aperitif alternative, stir with ice, strain, garnish with an orange, and you’ve got a no-hangover Negroni. IWSR reports that no-alcohol spirits grew sales at a compounded 60% a year over the past five years.

Near-beer had seen almost no innovation since Prohibition, says distance runner, former hedge fund trader, and now entrepreneur Bill Shufelt. “It just existed in these dusty bottles on the side of the shelf until Athletic Brewing really recognized that, hey, this actually fits the modern, busy, productive life really well,” he says. Shufelt founded Athletic in 2017 with brewing partner John Walker. Early batches were brewed in Gatorade jugs. “We approached it from a love of beer, not just a replacement product,” says Shufelt. Today, there are India pale ales, Belgian-style whites, stout-inspired darks, and many other varieties, sold online and in stores, with praising reviews on beer snob forums.


Last year, Athletic sold “well over” 100 million cans and generated more dollar growth than any other craft beer brand, with or without alcohol. It’s over 10% of all beer sales at some grocery chains, and over 15% at Whole Foods.

But is Shufelt the chicken or the egg? Is his company benefiting from alcohol moderation, or helping to cause it? Shufelt says both—that Athletic has changed the image of nonalcoholic beer and removed the stigma, but also that if he had launched 10 years earlier, it wouldn’t have worked. “It’s the right time with information, health trends, everything,” he says. “I think this is going to be a major sea change when we look back on it in 25 years.”

Shifting Views

American views on alcohol have evolved more than once over the past half-century. “The three-martini lunch is the epitome of American efficiency,” President Gerald Ford told the National Restaurant Association in 1978. “Where else can you get an earful, a bellyful, and a snootful at the same time?” But liquid lunches fell out of favor, and per capita U.S. alcohol consumption started to decline in the early 1980s. In 1991, 60 Minutes newsman Morley Safer visited a Lyon bistro to open a discussion of how the French enjoyed rich foods but had lower rates of cardiovascular disease. Maybe it was La République’s love of wine, the thinking went. Soon, Americans of all walks were learning to pronounce “cabernet.”

Research has since failed to prove alcohol’s health benefits, and health officials are growing more vocal about its risks. A January advisory report from the Surgeon General called alcohol consumption a leading preventable cause of cancer. It recommended new warning labels on packages and a revisiting of government guidelines—currently set at no more than two drinks a day for men and one for women. In response, investment bank Alliance Global Partners published a chart of U.S. per capita cigarette consumption peaking around when the Surgeon General first warned of tobacco’s cancer risks in 1964, and then plunging over decades through advertising bans, tobacco tax hikes, and lawsuits.


There are key differences with alcohol. It’s much more fragmented than tobacco in production and distribution, with far more jobs. “So, it’s going to be hard for Congress to go and change the label on something that’s such a big part of their local community,” says Roth Capital Partners analyst Bill Kirk.

In spirits, Kirk says the best bargains aren’t for investors: “This is a wonderful time to be a whiskey consumer because you’re going to find deals.” His Buy ratings skew toward beer, which he views as a better fit for the moderation movement, and where he thinks companies will be able to offset volume declines with price increases. His top pick is Constellation, followed by Boston Beer.

Back when Anheuser bought Mexico’s Grupo Modelo in 2012, it had to sell Modelo’s U.S. distribution to satisfy regulators, and Constellation, a wine and spirits player without a big position in beer, was a natural buyer. Over the past decade, its investments in marketing and distribution, along with a growing U.S. Hispanic population, turned Corona and Modelo into strong growers. After Constellation’s disappointing quarterly report and stock tumble in January, management was asked on an analyst call about long-term alcohol headwinds and blamed the economy.

“Alcohol’s percent of the consumer basket remains consistent,” Constellation CEO William Newlands said, but “the overall basket is down.” Unsatisfied, Jefferies and J.P. Morgan both downgraded the stock. Kirk points out that beer sales rose 3% during the quarter. “If that’s a bad quarter, that sounds reasonable to me,” he says.

Boston Beer might be due for a name change. Around 85% of its revenue comes from hard cider, seltzer, and tea. Kirk is encouraged by recent growth in its Twisted Tea and Sun Cruiser Iced Tea Vodka.

The Search for Value

Even declining industries can produce winning stocks. In Stocks for the Long Run, Jeremy Siegel pointed out that Philip Morris, now Altria Group, was the best-performing stock in the S&P 500 from 1925 through 2007. It has continued to beat the market since then. Advertising restrictions keep costs down. High taxes provide plenty of cover for price hikes. But mostly, the combination of a chronically low stock valuation and big dividend has worked out, at least so far. Shares traded recently at 10 times earnings with a 7.7% yield. The cigarette smoking rate just tied an 80-year low, says Gallup.

The bar isn’t quite as low for Constellation stock, at 12 times projected earnings, or Boston Beer, at 22 times. Brown goes for about 17 times; Anheuser, 14 times; and Molson Coors, nine times. Cautious investors might want to wait for either further share-price declines or signs of stabilizing demand before shopping.

There are other possible contributors to weak alcohol sales. The cost of alcohol consumed at home is up 12% over the past five years, versus 4% over the prior five, according to government inflation data. For drinking out over the same stretch, prices are up 21%, versus a prior 9%. Young consumers have new competition for their income, like legal sports betting. Population growth in rich markets is slowing. A new class of obesity drugs, which have taken a bite out of snack food shares, are believed to also curb the urge to drink alcohol.

Roth’s Kirk recently published a list of 2025 alcohol predictions—scenarios that he calls possible but not quite likely. Constellation could sell its wine and spirits businesses to its founding family and focus on beer. A big retailer could drop alcohol for health reasons, like CVS did with tobacco. An overstocked distiller might buck trends by altering some of its supply to a higher proof. “If there was a Beam Extreme, I think consumers would get excited,” says Kirk.

Shufelt says he’s open to running Athletic as a private company “forever,” or combining with a bigger company with more resources, or taking a different route. “On the right day, I’m very excited about an IPO,” he says. His top prediction is that nonalcoholic beer can reach 20% of beer sales, up from 1.5% now, with Athletic leading the charge. Getting there, he says, won’t require an alcohol collapse. It could mean adding more drinking occasions. Some 80% of his customers also consume alcohol.

“Alcohol has been around for 5,000 years,” says Shufelt. “It’s probably premature to call an abrupt end to alcohol in any way. And we’re certainly not cheering for that.”

Write to Jack Hough at jack.hough@barrons.com. Follow him on X and subscribe to his Barron’s Streetwise podcast.




This article was downloaded by calibre from https://www.barrons.com/articles/alcohol-warning-surgeon-general-beer-wine-liquor-stocks-61f09c79
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These Hot Annuities Blend Stocks and Bonds. They Could Limit Your Upside.

Registered index-linked annuities will capture much of market gains while offering downside protection. They are maddeningly complex.


Illustration by Jason Lyon

By Karen Hube

February 14, 2025


Retirement investors are pouncing on a type of annuity that promises the best of both stocks and bonds: gains and protection, wrapped neatly into one.

Traditionally, only wealthy investors working with private bankers had access to investments that tie your upside performance to the stock market and provide a customizable cushion under losses.

But lately these once-exclusive investment arrangements, known as structured products, have gone mainstream in the form of an annuity, and retirement investors are plowing money into them at a record-busting pace.

Called registered index-linked annuities, or RILAs, these investments drew $65.2 billion in sales last year—up 59% over 2022—and are the brightest stars in the universe of annuities. Some fee-only advisors who have historically been annuities’ most vocal critics are using RILAs for their clients.

“These give people the peace of mind they need to participate in the stock market when facing the end zone of retirement,” says Adam Wojtkowski, a fee-only financial advisor at Copper Beech Wealth Management. “It’s easier to withstand ups and downs in your 40s, but you don’t want deep losses in a major selloff just as you’re retiring. RILAs can protect against that.”


Like all annuities, RILAs are complicated insurance products. They aren’t for everyone, and even if you determine that one of these products makes sense in your portfolio, the next baffling question is, which one?

Since Equitable launched the first RILA (pronounced “rye-lah”) in 2010, 21 other insurers—including Global Atlantic, Symetra, Lincoln National, and Corebridge Financial—have jumped into the market. And the number of RILA variations has exploded, with a daunting lineup of caps, participation rates, buffers, floors, crediting methods, and index options. Equitable alone has 252 variations of RILAs, including share classes.

“We’re seeing more exotic designs around strategies to reduce volatility or risk,” says Gary Baker, chief operating officer of Cannex, an annuity research firm.

Behind the scenes, insurers invest in bonds and buy options tied to indexes to create various combinations of downside protection with upside potential. Some of the newest configurations turn negative returns into positive returns. For example, MassMutual offers one that gives you a 9% annual return as long as the S&P 500’s performance is better than negative 10%. The investor eats any loss in excess of negative 10%.

Unless you are an options expert with an awfully sharp pencil, you have no way of knowing how much profit insurers are making by selling these annuities. With most RILAs, there are no defined fees. Their cost to investors is baked into caps on returns or illiquidity, but many investors are willing to bear such costs given that the market has been blowing through record highs, says Michael Tricaso, a senior financial advisor at Valmark Financial Group. “It’s not a bad time to be locking in protection.”


Make no mistake: You can lose money in RILAs, and you often can’t dump the product for years without being penalized.

RILA Nuts and Bolts

To understand RILAs, it helps to first consider the most basic design, which is a product with a buffer of your choice ranging from 10% to 50%, and a cap on an index’s performance, not including dividends.

Caps are usually reset after either one or six years. Index options range from the S&P 500, Russell 2000, and MSCI EAFE to indexes customized by insurers.

Consider, for example, a RILA with a 20% buffer that is tied to the S&P 500 and a cap that is reset each year. Among the most competitive of these is Jackson National Life’s Market Link Pro Advisory II RILA, which has a cap of 12.75%.


With this RILA, if the S&P 500 is up 10% after you’ve owned the product for one year, you get the full 10% gain. If it is up 20%, your gain is 12.75%. On the downside, if the S&P 500 loses 15%, the insurance company eats the loss and you get a 0% return. If the index loses 25%, the insurer absorbs 20% of the loss and you get dinged with a 5% loss.

The smaller the buffer you choose, the higher your cap will be on an index’s performance. The same Jackson RILA with a 10% buffer has a 18.5% cap on the S&P 500.

A less popular, yet basic, RILA design is with protection as a floor rather than a buffer. With a 10% floor, if the market is down 12%, the investor gets hit with the first 10% of losses while the insurer picks up the excess 2%.

Be Wary of RILA Risks

Unlike fixed annuities, which guarantee your principal and typically come with a minimum fixed interest, RILA returns are variable. It’s important for investors to understand how their gains are credited to grasp a RILA’s downside risk, says Steve Parrish, professor of practice at the American College of Financial Services.

A one-year, point-to-point crediting method is common, in which an index’s gain is locked in on your first anniversary after buying a RILA, and each annual anniversary after that.

“If at the point you’re measuring it one year later, it happened to be a bad day, you could end up losing money, even if the next day the index is back up again,” Parrish says.

How well a one-year RILA will perform relative to its index varies depending on market volatility.


Consider a RILA with a 20% buffer and an 18% cap on the S&P 500. If you had invested $10,000 in the RILA at the beginning of 1991 and held it for six years, it would have underperformed the index fund because the 18% cap lopped off significant gains during a steady stock market rise, according to a simulation run by the Securities and Exchange Commission. Your investment would end up at just over $18,000 versus just over $22,000 in the index fund.

In contrast, if you invested in the RILA at the beginning of 1999, just ahead of a 50% market decline in 2001-02, the value in your RILA would be up 27% by 2005, while the index would be down 1.5%, the SEC study found.

To mitigate volatility risk, advisors often steer clients toward RILAs that lock in gains after six years.

These are often structured with a 10% or 20% buffer and no caps, and capture 100% or even more of an index’s performance. For example, TruStage’s ZoneChoice annuity with a 10% buffer gives you 105% of the S&P 500’s gains after six years of holding the investment. The rub: If you take out the money before six years, you get the value of the RILA’s underlying hedging strategy, which could be less than the 105% guarantee you receive at the end of the six-year term.

Michael Kemp, an advisor at RBC Wealth Management, likes six-year RILAs with a 20% buffer that give you 100% of the S&P 500’s rise. Investors’ trade-off in these is a lack of liquidity for six years, but the chance of an index being negative and exceeding a 20% buffer after six years is low.

“The worst six-year period for the S&P 500 was when it was down 18.6% ending on Dec. 31, 1978,” Kemp says.

There’s another issue with annuities. All grow tax-deferred, but as with 401(k)s, they can’t be tapped before age 59½ without a 10% penalty.

In addition, most annuities are sold on commission by brokers or insurance agents, and the commissioned products come with surrender charges, typically of up to seven years. If you pull your money out early, you pay a charge that gradually declines over the surrender years.

Sizing Up What’s Best

While the risk/reward trade-off in RILAs is fairly simple to grasp, the menu of RILAs can be head-spinning.

But it’s worth paying attention to some of the newer RILAs with so-called trigger rates, because they can have even more favorable risk/return outcomes than the basic RILA or a portfolio with a 60%/40% allocation between stocks and bonds, says Wade Pfau, advisor and founder of Retirement Researcher.

For example, dual step-up RILAs provide a set return as long as an index’s performance exceeds its buffer.

Allianz’s Index Advantage+ NF, tied to the S&P 500 with a one-year term and a 20% buffer, will give you a 6.1% return as long as the index’s return is better than negative 20%. If the index either sinks by 15% or rises by 15%, you get a 6.1% gain.

Using probability analysis with 100,000 simulations of market performance, Pfau found that the dual step-up RILAs outperform all other RILAs and a 60/40 portfolio, despite their lower caps. They also are less than half as volatile as a 60/40 portfolio.

Advisors say RILAs are best used as an alternative to some fixed-income exposure.

“We don’t want to have to put 40% in bonds. If you’ve owned bonds for the past 15 to 20 years, you haven’t made any money. It’s like carrying dead weight,” Kemp of RBC Wealth Management says.

While a lot of people need growth to achieve their retirement-planning goals, “they don’t need to swing for the fences,” Kemp says. “For these people, a RILA can be a great way to protect the downside.”

Write to editors@barrons.com




This article was downloaded by calibre from https://www.barrons.com/articles/annuities-rila-stocks-bonds-gains-a3ab6adb



 | Section menu | Main menu | 
| Next | Section menu | Main menu | Previous | 



BIOTECH AND PHARMA | FEATURE

Trump’s Cuts to Medical Research Are Hurting These Stocks

Shares of gene-sequencing leader Illumina have fallen 15% from Friday. Rivals 10X Genomics and Pacific BioSciences of California lost 18% and 15%, respectively.


A technician holds a PacBio cell tray. — Courtesy PacBio

By Bill Alpert

February 13, 2025


Medical research fell under the hatchet of the Trump administration this week, and investors slashed the stocks of those who make lab equipment.

The National Institutes of Health announced on Friday, Feb. 7,  that it will cap its payments for the indirect costs of research, like support staff and costly lab equipment.

Shares of gene-sequencing leader Illumina have fallen 17% to $101.50 since the announcement. Its smaller rivals 10X Genomics and Pacific BioSciences of California have lost 23% and 15%, respectively.

Until now, the amount of a grant that could be spent on overhead—known as “indirect funds”—was negotiated for each grant. Indirect funds amounted to $9 billion, or 26%, of the $35 billion that NIH distributed in grants last year. NIH says it will now only allow 15% toward overhead. That would have reduced its last year’s overhead payments to $5 billion from $9 billion.

Medical research institutes and universities quickly warned that the cuts would devastate the search for cancer cures and other cutting edge research.


“We’re all reeling,” Harvard Medical School Dean George Daley told NPR. “This would decimate medical research.”

The Boston area’s concentration of research labs has made Massachusetts into the nation’s biggest recipient of NIH funds, per-capita. Institutions in the state stand to lose about half a billion dollars under the announced cuts, says James S. Murphy, a policy analyst at the advocacy group Education Reform Now. That includes about $105 million for Massachusetts General Hospital, $78 million for Brigham and Women’s Hospital, and $55 million for Boston Children’s Hospital.

“Cutting indirect funding for NIH research with a hatchet instead of a chisel jeopardizes the entire ecosystem of scientific discovery,” said a post on X by Answer ALS, a charity that funds research into the deadly neurological disease amyotrophic lateral sclerosis.

Attorneys general from 22 states went to federal court in Boston on Monday, where U.S. District Judge Angel Kelley temporarily halted the policy in those states, pending a hearing on Feb. 21.

In its announcement, the NIH had called out Ivy League research centers that it said had spent two-thirds of their grants on overhead.


The cuts were cheered by President Donald Trump’s designated ax-wielder, Tesla CEO Elon Musk, who claimed elite universities were wasting grant dollars on administrative costs.

“Can you believe that universities with tens of billions in endowments were siphoning off 60% of research award money for ‘overhead’?” Musk wrote on his social-media platform X. “What a ripoff!”

The cuts are bad news for some scientific instrument makers, whose expensive systems are shared at a research institution and funded from the overhead portion of NIH grants.

The 2025 budget for NIH is for $49 billion. So the just-announced cuts would trim that by about 8%, or $4 billion, said Morgan analyst Rachel Vatnsdal in a Sunday research note.

“We believe the budget actions will result in broader headwinds for the life science tools space, although we expect specialty tools will be more impacted than core tools,” she writes.


Those specialty tools include Illumina gene-sequencing systems, which research centers usually house in a central lab funded from the “indirect” pieces of NIH grants. She rates Illumina stock at a Hold.

Vatnsdal figures that some 25% of Illumina orders come from customers reliant on NIH’s indirect funding. At Pacific Biosciences and 10x Genomics, she estimates that NIH overhead grants account for 20% of revenue.

Illumina shares have been shadowed for months by fears of NIH cuts and of a trade war. China’s Ministry of Commerce recently blacklisted the company’s products. Apart from warning that these actions pose risks, Illumina hasn’t quantified how they would affect its revenue.

Illumina has dominated the market for gene-sequencing systems, and kept America at the forefront of genomics. It now faces competition from Roche Holding, and a handful of start-ups. So its sales of sequencers could slow over the rest of the decade, says Guggenheim analyst Subbu Nambi.

But most Illumina revenue comes from consumables used in sequencing. Those sales will continue growing, the analyst says, and that will lift Illumina earnings at a 10% annual rate. Nambi rates Illumina a Buy, and hopes its stock will rise to $150, from $101 today.

The NIH cuts won’t help.

Illumina’s 2024 year 10-K just appeared on Thursday.

It warns: “Reduced allocations to government agencies that fund research and development activities, such as the U.S. National Institutes of Health, or NIH, or targeted cancellations by the U.S. federal government of certain grants or contracts, could adversely affect our business or results of operations.”

Write to Bill Alpert at william.alpert@barrons.com
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Capital One’s Lounges Are Great. Stay for the Stock as Discover Joins the Party.

The bank’s deal for Discover looks like a good bet for investors, creating a new financial giant that will control both ends of the card business.


The Capital One lounge at Dulles International Airport in Reston, Va. — Leigh Vogel/Bloomberg

By Emily Dattilo

February 13, 2025


Stop by an airport and you may notice a polite scrum to get into a Capital One lounge. Inside, you’d see why: There’s an espresso bar, “signature” cocktails, and a gourmet menu featuring the likes of tapas, Thai shrimp, and vegan chorizo hash.

The lounges are a perk of Capital One’s Venture X card and its $395 annual fee. But luring customers with high-end freebies isn’t the bank’s only playbook. It’s aiming to close a deal for Discover Financial Services, buying the country’s fourth-largest card network in an all-stock deal worth an estimated $52 billion. Shareholders are expected to approve the deal in a vote on Feb. 18.

Assuming it goes through—regulators still need to approve the deal—the merger would upend the card industry. It would forge a new kind of card giant—blending a major bank with a card network like those of Visa and Mastercard, controlling both sides of the debit/credit business.

Announced about a year ago, the deal has been terrific for Discover stock, sending shares up 81% through the end of January. It also looks good for Capital One, whose stock has responded positively. Capital One has said it expects to close the deal early this year, though the companies extended the agreement to May 19 amid lawsuits and potential regulatory delays.

The combined entity would become the largest U.S. card company, with $250 billion of card loans and an estimated 20% market share, according to J.P. Morgan analyst Richard Shane. Capital One is offering about 1.02 shares for every Discover share, valuing the deal at $52 billion based on recent prices for its stock around $200. The bank says it expects Discover to add at least 15% to adjusted earnings per share in 2027.



Capital One should benefit in multiple ways. For one, it will have far more control over the card business, issuing debit and credit cards to its customer base, while also owning several payment and debit networks. That will help it collect card fees from merchants and, ideally, reduce the fees that Capital One now pays to Visa and Mastercard for debit/credit transactions.

There are also cost savings or “pre-tax synergies” amounting to $2.7 billion, according to Capital One. And there should be lots of cross-selling to Discover’s customer base, whether it’s bank accounts, mortgages, auto loans, card services, or credit—all supporting more profit growth than Capital One would have earned on its own.

For all of those reasons, Wall Street is on board. “Rare is the transformational story in banks that goes from ‘good’ to ‘great,’ ” wrote UBS analyst Erika Najarian in a note, adding that she sees a “rare opportunity for investors to own a vertically integrated payments platform and card juggernaut.”


Still, Capital One is plowing far deeper into the card world with Discover, and will have to manage both its loan portfolio and network for the merger to pay off. While Discover is widely accepted in the U.S., it isn’t nearly as prevalent abroad, which could prove problematic, as Capital One plans to gradually migrate its cardholders to the Discover network.

Discover has attractive assets. Its loan portfolio of $121 billion includes about $103 billion of credit-card debt, mostly above a 660 credit score, considered a fair threshold for quality. While Discover saw some credit metrics deteriorate in recent years, its net charge-offs have been falling and delinquencies have stabilized, a good sign for the rest of the year, says Jefferies analyst John Hecht.


Its card networks, including Discover, Pulse (debit), and Diners Club, processed $622 billion of transactions in 2024, bringing in $345 million of transaction revenue. Discover overall brought in $17.9 billion of revenue last year and net income of $4.5 billion.

The upshot for Capital One is that it will be getting a sizable new asset base, along with new source of steady fee income that isn’t as cyclically sensitive as bank lending. And it will have far more customers and assets to fund loan growth, which may help improve its net interest margins.

Building something like Discover now would “be prohibitively expensive,” says Deutsche Bank analyst Mark DeVries.

Capital One has said the Discover brand will survive, with plans to keep offering Discover-branded cards and maintain the name for the network. The bank plans to move its entire debit business to Discover’s network and some of its credit cards over time. “We’re going to crab walk our way, lifting one leg at a time, so to speak,” said Capital One CEO Richard Fairbank at a conference in December.

Capital One and Discover declined to comment on the merger.


So far, the deal appears to be making it through the regulatory process, with the Trump administration expected to sign off. “There’s every reason in the world for this transaction to be approved,” says TD Cowen analyst Moshe Orenbuch. By that, he means the Office of the Comptroller of the Currency and the Federal Reserve, the two key regulators, aren’t likely to block it.

Some antitrust experts raise concerns, though. Jeremy Kress, a University of Michigan business law professor who has advised the Fed on bank mergers, says this one is different because it isn’t focused on local-market deposit concentration—Discover operates only one branch, and Capital One has very few. The bigger issue, he says, is about vertical integration, combining Discover’s network with Capital One’s cards, giving the bank more market power over merchants.

Capital One will have to turn Discover from a fourth-place player in card networks to a more formidable foe against Visa, Mastercard, and American Express. It’s buying a card network at a time when the industry is trying to protect its oligopoly power. Tech companies are circling, and battles with merchants over card fees remain an overhang.

Getting more consumers and merchants to use Discover’s cards and network will be key. Capital One has a strong consumer brand, and it has built a marketing machine around lounges, Capital One cafes, and other initiatives—all great for cross-selling to Discover. But internationally, Discover’s brand awareness “drops off a cliff,” according to Jefferies’ Hecht. And Discover’s transaction volumes are far below those of Visa and Mastercard.

Capital One is also buying a card network as the industry faces more competition from tech companies. Apps like Apple Pay, Alphabet’s Google Pay, PayPal/Venmo, and Block’s Cash App and Square are all trying to siphon consumers and merchants. When you use Visa or Mastercard for credit or debit, it usually runs over their networks. But payments made through apps may cut out the middlemen. As more consumers do business on their phones, the card networks will have to find new ways of keeping them using credit and debit cards or networks, as will Capital One/Discover.

Merchants, meanwhile, are trying to persuade Congress and regulators to crack down on card fees. Every time a card is swiped for credit, Visa and Mastercard take a 2% to 3% cut, according to Sen. Richard Durbin (D., Ill.), who has sponsored a bill to increase card network competition. The bill may not have much chance of passing Congress or being signed by President Donald Trump, though it could be positive for Discover (and Amex) by requiring banks to offer at least one more network for cards.

What it’s all worth for Capital One? It’s tricky to determine, since Capital One may soon be a hybrid of bank and card network without comparable peers. But the stock does look inexpensive at nine times estimated 2027 earnings. That’s well below American Express at 15 times and far cheaper than Visa and Mastercard at 23 to 26 times. It also much cheaper than JPMorgan Chase, a primary competitor in cards, trading at 12.8 times.

Whether the stock is really a bargain will depend on Discover getting a new lease on life in Capital One. One potential casualty: Those swanky lounges could get more crowded if Discover’s cardholders join the party.

Write to Emily Dattilo at emily.dattilo@dowjones.com
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TAXES | INTERNATIONAL TRADER

Trump Axes Global Minimum Tax. How Big Tech Could Lose.

President Donald Trump pulled out of the global tax deal but he may have opened a global can of worms: U.S. tech companies could get caught in the crossfire.


The 'Silicon Docks' area of central Dublin, Ireland. — Paolo Nunes dos Santos/Bloomberg

By Craig Mellow

February 13, 2025


Most of Donald Trump’s Day One executive orders—restricting gender choice, renaming the Gulf of Mexico—had little direct effect on financial markets. One exception: the returning president’s withdrawal from the global corporate minimum tax agreement reached by Joe Biden.

The details of the tax agreement, which set a floor of 15%, are complex. The politics look simpler: a quick, big win for Trump’s newfound admirers in Silicon Valley. That may not prove so simple either, though.

The Biden administration pushed the tax because U.S.-domiciled tech (and pharmaceutical) giants register much of their intellectual property in low-tax jurisdictions like Ireland or Singapore. Profit derived from this IP was counted in these havens.

“Apple is on a trajectory where it will pay more tax to Ireland than to Washington,” says Brad Setser, a senior fellow at the Council on Foreign Relations. “Tech and pharma companies lobbied very heavily against this.”

Congressional Republicans refused to ratify the minimum tax, fearing loss of sovereignty.


Credits for research or depreciation might well bring a U.S. tech power’s domestic rate under 15%, allowing another country, say France, to “top up” for its own coffers, argues Daniel Bunn, a former GOP Capitol Hill staffer who now heads the Tax Foundation.

“We don’t want other countries telling us how our tax policy should work,” he argues.

Trump settled the stalemate with a stroke of his Sharpie, but may have opened a separate global can of worms.

Nineteen other countries, including the biggest European economies and Canada, have passed digital services taxes on revenue that multinational tech firms reap within their territory. These were to be rescinded in exchange for the global minimum tax (and an accompanying “pillar” assigning profit where it was earned). Now they are back.

“Countries that enacted the DST now have a green light to implement it,” says William Reinsch, a senior adviser at the Center for Strategic and International Studies.


That sets the stage for a trans-Atlantic struggle that will exacerbate, if not eclipse, the battle over physical trade Trump just launched with 25% U.S. import tariffs on aluminum and steel, says Paul Monaghan, chief executive of the Fair Tax Foundation in London. “There is no sign that Europe will quietly go into the night on this,” he says.

A related conflict is simmering as the European Union leans on its recently minted Digital Services Act and AI Act to scrutinize U.S. tech giants on grounds of privacy and “deceptive practices.”

Vice President JD Vance told a Feb. 11 AI Summit in Paris that “a new industrial revolution will never come to pass if overregulation deters innovators from taking the necessary risks.”

European regulators will dig in, dismayed by U.S. developments like Meta Platforms dropping content moderation and Elon Musk transforming X into an overtly political platform, predicts Eoin Drea, senior researcher at the Wilfried Martens Centre for European Studies.

“Tech is one area where the EU will stand firm,” he says. “Musk is the best thing to happen to EU unity since Brexit.”


Trump harbors a special animus for Europe, too, which may override his usual transactional instincts, CSIS’ Reinsch predicts. “Trump wants to break up the EU,” he says.

Big Tech may regret being caught in the crossfire. “How this benefits Meta or Google in the long term eludes me,” Reinsch says.

Email: editors@barrons.com
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CONSUMER | BARRON'S STOCK PICK

Americans Are Spoiling Their Pets. Buy This Gourmet Meal Maker’s Stock.

Freshpet is the leader in the fresh pet food market, as many people are willing to splurge on their pets.


Freshpet, founded in 2006, controls about 95% of the bricks-and-mortar sales of fresh pet food in the U.S.  — Courtesy Freshpet

By Evie Liu

February 13, 2025


Americans love their pets—so much so that many owners are treating their furry friends better than they treat themselves. Freshpet is catering to this demand by selling fresh refrigerated food for dogs and cats—and reaping profits. While the stock has rallied over the past two years on the back of strong growth, recent volatility in the shares provides a good opportunity to step in.

Owning a pet is more popular than ever. From 1996 to 2024, the number of dog-owning households in the U.S. nearly doubled, while cat-owning households increased 56%. Today, nearly half of U.S. households own a dog and one third own a cat.

The pet care industry is expanding along with them. In the past six years alone, annual pet expenditures in the U.S. soared 66% to an estimated $151 billion in 2024, nearly half of which was spent on food, according to the American Pet Products Association. That is more than double the growth rate for consumer spending overall.

Mainstream brands like Nestlé’s Purina PetCare and Mars’ Petcare, which mainly sells dry kibble and canned food, continue to dominate the market. But some pet owners worry about artificial additives and a lack of quality ingredients in these products, and they’re looking for freshly prepared food that is tailored for specific dietary needs.

Freshly made pet food is often a mix of fruits, vegetables, proteins, and grains that needs to stay refrigerated. Freshpet’s products sound like something you can get in the regular grocery aisles—its Nature’s Fresh brand offers grain–free chicken with carrots and spinach. There’s also pâté with salmon for cats.


“I would say it’s very similar to trends on the human side, where people are focused on healthy eating and buying more premium, natural, organic, and clean products,” says Oppenheimer analyst Rupesh Parikh, who rates the stock Outperform with a $180 price target, up 37% from Wednesday’s close of $131.59.


Freshpet, founded in 2006, is now a leader in the fresh pet food market, dominating about 95% of the bricks-and-mortar sales in the U.S. with nearly $1 billion in revenue in 2024. Purely online rivals are still at a small scale and have to deliver directly from warehouses. Freshpet, by contrast, has set up a network of refrigerators at thousands of retailers across the country—from Costco Wholesale to Walmart to Ralphs—that are dedicated to its products, which makes them more convenient and arguably fresher.

“That was really very smart of the founders. They basically got all their products in the fridge and other competitors couldn’t go in there,” says Parikh. It’s a capital-intensive model, but Freshpet has been improving its margins as the investments start to pay off. The firm should start generating positive free cash flow next year, the analyst estimates.

“Freshpet is really the vanguard of this whole humanization of pets trend,” says Stephens analyst Jim Salera, who rates the stock an Overweight, with a $190 price target. “It has, in a way, created this new subcategory of human-quality food for pets.”

Baby boomers who are now empty nesters, and millennials delaying starting families, are among the cohorts boosting the trend. Money that would have been used to raise children has become discretionary income, and many people are willing to splurge on their pets and pay more for better-quality products.


That has led to a loyal following. In the second quarter of 2024, a little over one third of Freshpet’s customers contributed to nearly 90% of its sales, and less than 3% of customers accounted for a quarter of the total sales. The latter group has grown 47% over the past year, management said during the August earnings call. They plan to keep that momentum going.

“One of the benefits of this model is very high repeat rates,” Parikh says. “Once people buy this product, they’re gonna continue to buy it.”

Freshpet’s brand recognition, broad distribution network, and investment in manufacturing capability has given it a competitive edge. Rivals like the Farmer’s Dog, Ollie, and NomNomNow were founded in the 2010s, but none has reached Freshpet’s scale. NomNomNow was acquired by Mars in 2022.

Freshpet also runs its own manufacturing facilities instead of contracting with others, which helps it guarantee the quality of its products—key to a brand known for fresh food. “This kind of supply chain allows them to have very tight control over quality, presentation, and delivery, which consumers would expect when they pay for a premium experience,” says Salera. This tight control has resulted in only two isolated product recalls in its history, and none since June 2022.


Sales have grown by about 30% every year since 2019 and are expected to have done the same for 2024. Wall Street analysts estimate revenue to increase at least 20% annually for the coming three years, and earnings to more than triple—from 90 cents per share in 2024 to $3.13 in 2027.


Freshpet is set to report fourth-quarter earnings on Feb. 20. Analysts polled by FactSet expect the company to post 41 cents in earnings per share, up 32% from a year ago, and sales to grow 23% to $264 million.

Growth like that doesn’t come cheap. Freshpet’s enterprise value is currently five times its expected annual sales and 30 times expected earnings before interest, taxes, depreciation, and amortization, or Ebitda, for the next 12 months. While that isn’t cheap, those numbers are well below their five-year average of 7.5 times and 59 times, respectively.

Investing in expensive stocks riding on momentum has its own risk. Freshpet is trading at a premium because it has consistently delivered 20%-plus top-line growth as the majority of consumer-staples stocks have experienced softness.

If that dynamic changes and sales growth slows, it would dent the stock. “Anytime you have that valuation gap relative to peers, you have to consistently be earning it,” says Salera.

The stock tumbled 11.4% this past Monday as some analysts expressed concerns about decelerating growth ahead of the company’s Feb. 20 earnings release. The stock will bounce back, however, if management offers a positive outlook on sales growth and earnings guidance for this year, wrote TD Cowen analyst Robert Moskow, who rates the stock a Buy with a $174 price target.

As long as America’s love affair with its pets continues, that seems like a reasonable bet to make.

Write to Evie Liu at evie.liu@barrons.com




This article was downloaded by calibre from https://www.barrons.com/articles/buy-freshpet-stock-price-pick-5e88eb80



 | Section menu | Main menu | 
| Next | Section menu | Main menu | Previous | 



EXCLUSIVE

Jamie Dimon Sounds Off on Remote Work, Bureaucracy, ‘Pablum and Bulls—’

JPMorgan Chase CEO doesn’t hold back answering questions during an internal meeting with staffers of the financial giant.


Jamie Dimon is not a fan of working from home, leaked audio shows.  — Hollie Adams/Bloomberg

By Rebecca Ungarino

February 13, 2025


JPMorgan Chase Chief Executive Jamie Dimon has a lot on his mind.

During an internal town-hall meeting in Ohio on Wednesday, Dimon offered up candid, lengthy thoughts about how his company has been operating lately, according to audio recordings of his remarks obtained by Barron’s. He wants the bank to move faster—so much so that he recently asked managers at the bank to make their departments 10% more efficient. When he heard that a project in JPMorgan’s wealth management arm required 14 different committees’ approvals, he said he felt “like firing 14 chairmen of committees.”

He also addressed a hiring freeze after an employee who attended the town-hall said the company had pulled back on hires. “Regarding the comments on the hiring freeze, he was referring to working to keep headcount flat, not a freeze,” a JPMorgan spokesperson said of Dimon’s remarks in a statement later on Wednesday. “We continue to invest in hiring new professionals where appropriate and currently have 14,000 open positions.”

Dimon described slow-moving decision-making and layers of checkpoints seeping into different parts of the firm he has led for two decades. He complained about employee performance reviews filled with “pablum and bulls—” that go straight “in the goddamn garbage can.” He wondered whether employee training courses about legal and compliance issues are sucking up too much time, and offered an open invitation for employees to send him ideas about how to make the bank less bureaucratic.

He thinks the bank, while it is filled with people who are “nice to each other,” probably overdoes it on the collaboration. And don’t get him started on remote work: “I’ve had it with this stuff. I’ve been working seven days a goddamn week since Covid, and I come in, and—where is everybody else?”


And he really, really hates that he can’t get in touch with people on Fridays, a popular day to work remotely. “Don’t give me this s— that work-from-home-Friday works,” he said. “I call a lot of people on Fridays, and there’s not a goddamn person you can get a hold of.”

His comments, which were part of responses to two questions from employees, come during a period of unrest at JPMorgan over workplace policies. There has been intense debate inside the company over a new five-day in-office mandate, complaints about compensation on the heels of record profits, and employee fear and uncertainty prompted by layoffs. On Wednesday, Barron’s reported the company had started to cut jobs this month as part of a series of layoffs planned for 2025.

Earlier on Wednesday, Reuters reported parts of Dimon’s comments, including a remark he made about an employee-led petition that calls on JPMorgan to reconsider its five-day office mandate. “I don’t care how many people sign that [f—ing] petition,” Dimon said, according to Reuters.

Here are a few other things that were on his mind:

Why complaints about the return to office won’t change his mind:


Sixty percent of Americans went to work every day during Covid, and somehow, people who work in places…your manufacturing, who delivered your food, Who got the food, police, firemen, our branches. A lot of you had to come into work, and stuff like that. So the notion that everybody was working from home, and it’s great—that was not true.

We’ve always had work-from-home. I’m not against working from home, OK? We have 10% of our people, mostly in mortgage, and certain call centers, who work from home. We started a virtual call center in Detroit, now we have one in Baltimore. But it’s very efficient. It’s trackable in a very specific way about how efficient it is, OK?

And also—it’s a free world. So I’m not against—if you want to have a company working from home, that’s fine.

How he thinks work-from-home hurts young people:

But here are the problems, OK? And they are substantial…the young generation is being damaged by this. They may or may not be in your particular staff, but they are being left behind. They’re being left behind socially, ideas, meeting people. In fact, my guess is most of you live in communities a hell of a lot less diverse than this room. And so it had all these kinds of effects. We actually see these other kids slowly being left behind, and I won’t do that to younger kids.


The problem with Zoom meetings:

We also had—and you know I’m right about this one—…a lot of you were on the f— Zoom…and you were doing the following: looking at your mail, sending texts to each other about what an ass the other person is, not paying attention, not reading your stuff, and if you don’t think that slows down efficiency, creativity, creates rudeness—it does.

When I found out that people were doing that—you don’t do that in my goddamn meetings. If you’re going to meet with me, you’ve got my attention, you’ve got my focus, I don’t bring my goddamn phone, I’m not sending texts to people. It simply doesn’t work. It doesn’t work for creativity, it slows down decision-making.

On JPMorgan’s hiring in recent years…

…Headcount has gone up by 50,000 people in four, five years. And people tell me, “Well, you know…”

We don’t need all those people. We were putting people in jobs because the people weren’t doing the job they were hired to do in the first place. It simply doesn’t work. I will not be responsible for a company like that, OK, and I’m sorry. Now—you have a choice. You don’t have to work at JPMorgan. So the people of you who don’t want to work at the company, that’s fine with me….

… and why it’s time for a hiring freeze.

Can I just go to this hiring freeze—do you all know about it? I should have sent a note out…. Just to explain. It’s not out of anger, it’s not because we’ve done anything wrong. It’s not because we’re going back to the office, though it’s a little bit because of that. I suspect that going back to the office will improve efficiency a lot…. But it is because we’ve hired 50,000 people—net—in the last four years. 50,000…I also know that we’ve built up too much inefficiencies and bureaucracy.

It’s just my general fear that—let’s just hold off for a while. Let’s learn to live with what we got…. Now, the other thing we’ve asked people to do, and I don’t know if they’ve asked you yet, that every area should be looking to be 10% more efficient. Both for yourself and what you impose on other people…

If I was running a department with 100 people, I can guarantee you, if I wanted to, I could run it with 90, and be more efficient. I guarantee you. I could do it in my sleep. And the notion—these bureaucracies—I need more people, I can’t get it done. No, because…you’re filling out requests that don’t need to be done…. We’re nice, we collaborate really well, we’re really nice to each other—we over-collaborate…

Someone told me that to approve something in wealth management, they had to go to 14 committees. I am dying to get the name of the 14 committees, and I feel like firing 14 chairmen of committees.

I can’t stand it anymore. I want it out of the company, and you guys got to do it, and you’ve all—it just kind of creeped in. I’m sorry. And I know, it’s my fault, I’m the boss. And the fact that we make a lot of money has got nothing to do with it…

Bureaucracy and its discontents:

The other thing which I’ve noticed more and more is the creeping—and you guys know I hate bureaucracy, remember bureaucracy busters?—it just doesn’t stop. It’s us. I blame myself, too. How many of you take training classes that you think are a waste of time? Compliance classes that you think are a waste of time?… Or through legal, risk, compliance-type stuff that’s—multiple committees to get multiple approvals. How many of you think there’s a lot of bureaucracy that you think we gotta do something about? Just raise your hand in general. That’s part of the problem…

Bureaucracy is also centralizing too much. Everything’s got to be documented too much, and so it’s just creeped in in a million different ways, and that’s to keep us a great company. We’re going to grow, we’re going to expand, we’re going to invest, we’re going to take care of our people. We’re just going to put a little bit of discipline in place to do our push-ups, sit-ups, and eat our spinach. That’s it.

Write to Rebecca Ungarino at rebecca.ungarino@barrons.com
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Move Over, Florida. Retirees Are Making New Plans as Climate Change Raises Costs.

Extreme weather and soaring insurance costs have many retirees rethinking where to live. What to know if you’re in a climate danger zone.

By Elizabeth O'Brien

February 13, 2025



A Fort Lauderdale, Fla., neighborhood after heavy rains in 2024. The state is at higher risk of extreme weather, and insurance premiums have soared. — Joe Raedle/Getty Images

Beth McCormack recently called off her search to buy a home in Florida. The Chicago attorney decided that prices were too high, especially given the expensive homeowner’s insurance she would need to buy.

Instead, McCormack, 60, decided to rent a place for the winter. She is one of many pre-retirees and retirees who are recalibrating their plans as climate change intensifies natural disasters and increases the cost of living in many desirable locales.

While plenty of older adults are still flocking to warmer climates, a study last year by the Federal Reserve Bank of San Francisco suggests that Americans’ decades-long migration to the Sun Belt is slowing, with the change most pronounced among young and older adults, those from 20 to 29 and from 60 to 69.

Some are pulling up stakes altogether, moving out of regions that have seen more hurricanes or wildfires. Nearly 14% of house hunters ages 18 to 65 cited concerns about natural disasters or climate risks in their area as a reason they are likely to move in the next year, according to a Redfin poll late last year.

In a changing environment, flexibility is key. If you want to commit to a disaster-prone area, test the waters before you do. McCormack is keeping one eye on the real estate market but says prices would have to fall considerably for her to consider a purchase. For now, she loves the lower costs of renting and the ease of “just closing the door at the end of the rental time.”


Renting offers an opportunity for on-the-ground research into what a permanent move would look like, says Wendy Baum, McCormack’s financial advisor with Infinity Strategic Partners in alliance with Equitable Advisors. That includes pricing homeowner’s insurance and flood insurance, since no homeowner’s policy includes flood damage, and looking at what healthcare resources are nearby.

“Practicing is a great way to start the commitment,” Baum says. “Try South Carolina, try Florida, try California,” she says.

Make sure there’s leeway in your budget. Baum has a widowed client near Fort Lauderdale who had her annual homeowner’s insurance premium jump from $8,950 to $18,500 in 2023, even though she had never filed a claim. It went up to $20,000 last year, prompting her to switch to new coverage for $13,900. The average annual premium in Florida for $300,000 of dwelling coverage is $5,488, versus the national average of $2,258, according to Bankrate, but costs vary greatly based on proximity to the coast and other factors.

Online tools can help you gauge how an area’s risk will change over time. Climate Central, for example, has a tool that models coastal risk into the future. Mounting exposure could boost living costs and lower property values.

Few places are immune. The Pacific Northwest had been considered a climate haven, but the wildfires that ravaged Oregon last year likely changed that perception. States that are relatively insulated, such as Minnesota and Michigan, often involve the trade-off of cold winters.


Future climate risks generally aren’t priced into the housing market yet, says Kristina Dahl, vice president for science at Climate Central, a nonprofit organization that researches and reports on climate issues. If that changes, lower property prices could lessen the value of the inheritance retirees were planning on leaving their heirs—or the asset they were counting on to fund their own long-term care.

Some retirees ultimately decide that the risks aren’t worth it. Elizabeth Scheiderer, a certified financial planner and principal at Signal Tree Financial Partners in Copley, Ohio, has a client who is leaving Siesta Key, Fla., due to the cost of homeowner’s insurance and the frequent evacuations. “It’s not how they want to spend their retirement years or their retirement savings,” she says.

Write to Elizabeth O’Brien at elizabeth.obrien@barrons.com
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AST SpaceMobile Is a Hot Satellite Cellphone Stock. Is It Late for the Sky?

Rivals for satellite cellphone service include Elon Musk’s SpaceX, Apple, and Amazon.


AST SpaceMobile staff stand behind the Micron panels that were later assembled into a satellite’s phased array. The satellite was used to conduct  voice calls, data downloads, videocalls, and streaming video playback from unmodified phones connected directly to a satellite in space using terrestrial cellular frequencies. — Courtesy AST

By Adam Clark and Bill Alpert

February 12, 2025


A heavenly battle is brawling for your cellphone.

Overhead, competing rings of satellites are readying cell towers in space that will eliminate dead zones down here. The rivals include Elon Musk’s SpaceX, Apple, Amazon.com, and an upstart named AST SpaceMobile.

Since its 2021 initial offering, AST SpaceMobile has lured investors with its aim of delivering 5G-quality voice, data, and video coverage worldwide. It is the only pure stock play on direct-to-cell service.

AST stock rose more than sixfold after announcing partnerships last year with Verizon Communications and AT&T. It has deals with 45 other mobile network operators around the globe. Fans say that gives AST a shot at 2.8 billion wireless subscribers.

Its prospects are dicier than the stock price suggests. The bankruptcies of previous satellite phone ventures cast a shadow on its goal of finding millions of customers who would pay an extra $10 a month for satellite coverage, when it will come cheaper—or free—from rivals.


Foremost among those rivals is SpaceX, with over 6,000 Starlink satellites already orbiting and a thriving home internet service to subsidize its cell service. Those watching Sunday’s Super Bowl saw an ad in which Starlink cell partner T-Mobile US announced that its own direct-to-cell messaging service is now open for anyone in the U.S. to try, including customers of Verizon and AT&T.

The first satellite phone networks were high-profile flops. Motorola’s Iridium sought bankruptcy protection barely a year after its 1998 debut. Globalstar avoided bankruptcy for just a few years more. Their bulky, dedicated phones, and cost of two bucks a minute, found only a couple of hundred thousand subscribers.

The new satellite services will link to everyday cellphones. The idea was already in the air when Musk’s SpaceX launched its first 60 satellites in 2019. The next year, space station astronauts helped the start-up Lynk send a text message to an Android phone in the Falklands.

Investors became desperate to follow privately held SpaceX into orbit. More than half a dozen space ventures came public through mergers with special purpose acquisition corporations, or SPACs, in 2021. One of them, AST SpaceMobile, was founded by veteran satellite entrepreneur Abel Avellan. AST promised more than text: the first global satellite broadband for off-the-shelf cellphones.

At an August trade show in 2022, Musk joined T-Mobile to announce that a new generation of Starlink satellites would offer cellular coverage across the U.S., in addition to Starlink’s home internet service. Then Apple surprised everyone the next month with the cellphone industry’s first satellite service: Each iPhone 14 had free emergency messaging that used Globalstar’s satellites and frequencies.


Eager to keep America in the lead of the new direct-to-cell technologies, the Federal Communications Commission proposed regulations in 2023 to let satellite firms use the frequencies reserved for cellphones, if they made a deal with the cell carrier licensed for the frequency. Once approved, T-Mobile customers’ unmodified phones will work with SpaceX’s Starlink, while AST satellites will service the phones of partners Verizon and AT&T.

“The new rules were written with us in mind,” AST President Scott Wisniewski tells Barron’s. After the FCC created a dedicated Space Bureau, then completed its regulations for Supplemental Coverage from Space last year, AST moved its satellite licenses from Papua New Guinea to the U.S.


AST didn’t launch its first five commercial satellites until September 2024, seven years after the company’s formation. In November, the company announced agreements to launch as many as 60 satellites to cover key markets such as the U.S., Europe, and Japan.

The 2025 and 2026 launch program will use rockets from SpaceX, the Jeff Bezos rocket company Blue Origin, and the Indian Space Research Organization. With a 700-square-foot antenna, AST’s satellites will be among the largest commercial communications arrays in low Earth orbit. The company bets that its fewer, but bigger, satellites can reach cellphones better than the legions of smaller satellites flown by SpaceX.

AST’s big satellites cost a lot: from $19 million to $21 million each.


Wisniewski says the company’s five orbiting satellites could provide a total of 30 minutes of coverage a day for any particular location. For half-time coverage of the U.S. and Europe, AST will require 20 more satellites. A total of 40 to 50 satellites will be needed to deliver coverage around the clock.

At $20 million apiece, building and launching 50 satellites would use up the $1 billion in cash that AST now has on its balance sheet; the company must also fund $100 million or more in annual operating losses. The full constellation of nearly 250 satellites, for which AST has sought FCC approval, could cost about $4.9 billion, not counting operating expenses.

For a company with a $7.2 billion enterprise value, raising the money for a satellite fleet will dilute shareholders materially, at today’s $28 stock price. The stock showed its sensitivity to dilutive capital raises when it dropped 18% a few weeks ago on AST’s announcement of a $460 million convertible note offering that could convert to 3% of its shares outstanding.

Wisniewski said an initial fleet of 20 satellites providing half a day’s service should be enough to get AST to break-even cash flow. “With 40 to 50 satellites, we feel we will be very much on our front foot and positioned to win,” says Wisniewski. “We’ll add more, but it will be demand based.”

To make a case for the billions that AST must raise for its satellites, bulls say that it will find millions of users. Deutsche Bank’s Bryan Kraft is the biggest optimist, justifying his Street-high $53 target price for the stock with a projection for nearly $5 billion in yearly revenue by 2030.

He predicts that 12 million people will subscribe for supplemental satellite cell service at $10 a month, with another 300 million paying $5 a day for occasional day passes. Some 125 million others in the developing nations will pay $1 a month to use AST satellites as their primary broadband connection, Kraft believes.

AST hasn’t yet said exactly how much it intends to charge for its supplemental service, although executives have spoken of monthly subscription fees in the $10 to $15 range, with revenue split equally between the company and its carrier partners.

“We think there is a ton of demand,” says Wisniewski.

But those forecasts for AST’s subscribers and pricing might not be easy to achieve, given the extent of terrestrial coverage and the competition from Starlink and others.

Dead zones exist, but nearly 97% of U.S. households now have access to terrestrial 5G broadband service, according to the FCC’s year-end 2024 report on the communications marketplace. Household access to 5G in the United Kingdom is only about 80%, but close to 100% in most of Europe’s affluent countries. The prior-generation broadband service called 4G LTE has even wider coverage.


The question for satellite phone subscriptions is: How much time do those households spend beyond cell tower reach? Studying that question globally, the wireless researchers at Opensignal found that subscribers in the U.S. and the U.K. spend 1% of their time in places with no tower signal.

As for price levels, the FCC report shows that mobile broadband prices in Germany match those in the U.S. but are cheaper in France and Italy, and far cheaper in the U.K. and Spain. A $10 add-on subscription might be hard to sell abroad.

However large the total market proves for satellite phone service, AST’s pricing power will also face competition.

Apple’s free iPhone satellite service, available since 2022, can send only terse SOS messages and the phone’s location to friends and emergency responders. But Apple thinks enough of the feature to have supplied $1.7 billion in financing to Globalstar. That gives Apple 20% ownership of Globalstar’s direct-to-cell service, and covers most of the cost of upgrading satellites and ground stations to allow expanded services in the next couple of years.

Musk’s SpaceX is ready to roll. T-Mobile says Starlink service will be included free in its best wireless plans, once beta tests end in July. Lower-tier plans can add satellite coverage for $15 a month, or $10 for those who take part in the beta trial. Even Verizon and AT&T customers will be able to have the service for $20 a month.

T-Mobile Starlink will be text-messaging at first, said T-Mobile CEO Mike Sievert in the company’s Super Bowl announcement. Picture messages, data, and voice calls will follow.

Starlink’s coverage will be hard for other satellite networks to match. It has launched more than 350 satellites equipped for direct-to-cellphone service, and plans to double that number by mid-2025. SpaceX rockets can carry 60 of the birds per launch, and the FCC has given permission for up to 7,500 of the new-generation satellites. Ultimately, Starlink sees its constellation growing to 40,000.

After several years of delay, Amazon is also entering the internet space race, with FCC approval to launch over 3,200 satellites for its Project Kuiper. It has committed over $10 billion. Amazon has told regulators it is exploring options for direct-to-cell services.


“[AST executives] have to say they’re going to offer something orders of magnitude better than those services if they’re going to try and charge for it. Because if [another service] is free, they’re screwed,” says Tim Farrar, a telecom industry analyst and consultant in satellite communications.

AST’s Wisniewski is confident that the company’s broadband service will prove more valuable than the lower-grade service of rivals. Amazon said it wasn’t yet ready to talk about its Kuiper plans. SpaceX didn’t respond to requests for comment.

AST is progressing. In January, its British partner, Vodafone, demonstrated what it claimed was a “world’s first” video satellite call though AST satellites to a standard smartphone on a Welsh hilltop with no terrestrial coverage. In late January, the FCC authorized AT&T and Verizon to start testing AST’s service on a few thousand phones each.

Providing voice service and some video to a demonstration phone is one thing. Serving up 5G-quality broadband concurrently to thousands of moving phones is a technical challenge.

“A modern cellphone is essentially an underpowered, poorly located satellite antenna for a cell tower in space,” said Sara Spangelo, the co-leader of SpaceX’s direct-to-cell program, at a conference a few years back. To better reach cellphones, SpaceX has asked the FCC to let Starlink satellites transmit at higher power and with narrower safeguards protecting neighboring frequencies from interference.

In common with other stocks that came to the market via SPAC deals, AST has a strong retail investor following. Some institutional fans recognize there is a degree of risk. AST is the single biggest holding in the Hennessy Focus fund, a high-conviction concentrated portfolio run by California-based Hennessy Funds. It recently removed a warning about the potential for a “complete capital loss” on the investment, but still classifies it as a “special situation.”

Others remain skeptical. Some 27% of AST’s free-trading shares have been sold short by those betting the stock will drop.

So far, AST SpaceMobile’s celestial broadband quest has defied skeptics. Some of the world’s biggest carriers have bought in, and five functioning satellites now fly overhead. For its numbers to work—not to mention its stock—it will have to find millions of callers willing to pay a premium above what rivals like SpaceX charge.

Write to Adam Clark at adam.clark@barrons.com and Bill Alpert at william.alpert@barrons.com




This article was downloaded by calibre from https://www.barrons.com/articles/satellites-cellphone-coverage-ast-spacemobile-spacex-apple-amazon-300b0ef4



 | Section menu | Main menu | 
| Next | Section menu | Main menu | Previous | 



WEALTH | FEATURE

The Rich Are Moving Assets Abroad. What’s Prompting the Shift.

Some wealthy Americans are motivated by the changing political landscape under President Donald Trump, or they want to protect their assets if the U.S. economy weakens.


Illustration by Weston Wei

By Abby Schultz

February 5, 2025


Many wealthy individuals are pleased with President Donald Trump’s policies—and relieved they won’t face the “billionaire’s” tax once proposed by the Biden administration. But others are worried, and they aren’t waiting to see how Trump’s second term will affect the economy, markets, and their personal lives.

In addition to moving assets and investments abroad, these folks are also, in some cases, seeking residency or citizenship in other countries, according to immigration attorneys and wealth managers.

The wealthy have a number of reasons for moving funds to Switzerland, Singapore, or the United Arab Emirates, among other locales. Here’s one: protection against actions by the Trump administration for perceived wrongdoing.

Those who didn’t receive preemptive pardons from Biden, and who worry about being targeted, fear the new administration could freeze their bank and brokerage accounts, according to immigration attorney David Lesperance.

“Having money means that they have more tools in the toolbox,” Lesperance told Barron’s. “It also means they’re at a greater risk of being a target and they’ve got more pain points.”


He prepared a document outlining actions clients should take if they are concerned about retribution. Step one: Secure a second passport, as the U.S. one can be canceled by the government without notice. Step two: Open and fund non-U.S. bank and brokerage accounts “ASAP.”

One of Lesperance’s clients, who was among those involved in “high-profile efforts to bring Trump to justice,” wants to move himself and his family out of the U.S., given the propensity of Trump and his supporters to seek revenge on perceived enemies, he says.

“Unjustified civil and criminal government harassment would be financially and emotionally devastating,” Lesperance says. “This is a major topic of discussion with his [client’s] colleagues, both currently in and out of government.”

Interest in moving assets abroad always increases when different parties take the U.S. presidency, says Philipp Hensler, an independent wealth advisor in Switzerland. “Doesn’t matter if Biden or Trump is president,” he says. “Uncertainty increases, and wealthy people are trying to hedge their bets.”

Some who are now inquiring about moving assets or getting a second citizenship want to “prepare for the unexpected,” Hensler tells Barron’s. These individuals are worried about the radicalization of the political and social discourse in the U.S. and believe the country is “entering a prolonged period of uncertainty and volatility,” he says. “There is this general unease that something isn’t quite right.”


The number of individuals who expatriate from the U.S. each year often rises around presidential elections, according Scott Bowman, a partner at McDermott Will & Emery in Washington, D.C., who counsels wealthy individuals, families, and family offices on tax and estate planning. But “the level of intensity of concern in the lead-up to the 2024 election was greater than what I have seen in previous election years,” he says.

Most of the clients who are now retaining immigration firm Henley & Partners are “Democrat-aligned,” Dominic Volek, global head of private clients, tells Barron’s. But there also were those who approached Henley before the election fearful of the implications to their wealth from a win by Democrat Kamala Harris. Some of those individuals are still pursuing a second citizenship as insurance, should Democrats take power in four years, he says.

Michael Pellman Rowland, a partner with Baseline Wealth Management, a Swiss boutique wealth manager that works with U.S. citizens opening accounts abroad, tells Barron’s that some of the inquiries are from those who worry that the U.S. government could impose capital controls on their assets, limiting their ability to move money abroad in the future.

Among Rowland’s clients are a Chicago-based Democratic donor and his wife. They are moving assets to Switzerland so they have “adequate capital outside the U.S., should it ever become difficult to do so in the future,” he says. The couple also plans to live in Europe part time, or even full time ultimately.

Another is a California resident who is a member of a notable art family. She worries about political turmoil in the U.S. and the rising U.S. government deficit. She worked with Rowland to move some of her trust assets to Switzerland.


Many have nonpolitical concerns. Some want to “hedge or at least ‘prep’ for a potential economic ‘doomsday scenario’ ” resulting from inflation, high levels of government spending, and public debt, says Bowman at McDermott Will & Emery.

Bowman’s clients—most with a net worth of about $100 million or more—also are worried about the “ongoing efficacy of the U.S. dollar as the world’s dominant currency,” as the U.S.’s relative share of global GDP declines, according to a draft of a paper Bowman wrote on diversifying jurisdictions.

The wealthy don’t view these factors as “a five-alarm fire,” but because they are stewards for future generations of wealth that they created or inherited, they are asking, “Do we need to have some strategies to diversify out the legal, economic, and political risk if we’re highly concentrated in one jurisdiction?” he says.

Todd Cowan, executive director at London & Capital, a U.K.-based wealth management firm, says the primary reasons his clients choose to move assets or relocate has shifted over the years from a desire to geographically spread their holdings to worries that the U.S. Supreme Court’s 2022 decision to overturn Roe vs. Wade could eventually impact same-sex marriage. People have also cited rising healthcare costs and gun violence in the U.S., in addition to politics.

“While concerns about the changing political landscape or potential policy changes (from Trump to Biden, and now back to Trump), have been part of the conversation and in some instances a leading motivator” for some clients, Cowan said in an email, they are usually part of personal and financial considerations rather than the primary driver.

There isn’t comprehensive data on capital flows to other countries from individuals. But Foreign Bank and Financial Accounts tracked by the government have risen nearly every year since fiscal year 2020 (beginning Oct. 1), including a nearly 8.8% jump to more than 1.7 million accounts in 2024 from under 1.6 million a year earlier, according to a spokesperson for the Financial Crimes Enforcement Network unit of the U.S. Treasury Department.

In the past, U.S. citizens may have moved assets abroad in an effort to avoid paying taxes, but the U.S. government clamped down on foreign financial institutions beginning in 2008 for their alleged assistance in allowing citizens to avoid paying taxes, Bowman wrote.

Today, U.S. citizens seeking to move money abroad aren’t motivated by tax avoidance, agrees Reaz Jafri, a New York immigration attorney at Withersworldwide. “They realize that as American citizens they are going to have their worldwide income reported and taxed in the U.S. and any foreign bank accounts they have will be reported to the IRS,” Jafri told Barron’s.

Securing residency or citizenship abroad is often part of the package for individuals who want to diversify their assets overseas—which often involves buying a home. An initial spike of inquiries in the wake of the 2024 presidential election into law firms and specialists that facilitate migration to other countries have since, in many cases, turned into applications for residency or citizenship abroad for those who qualified.

The number of clients who have retained Lesperance to apply for residency, citizenship, or a digital nomad visa is up more than 400% from his usual pace of business, he says. A digital nomad visa allows someone to live and work abroad for a year or more, depending on the country, buying time until a long-term solution is completed. It’s a “tsunami,” now compared with the “bit of an uptick,” after Biden’s proposed fiscal 2024 budget included a “billionaire minimum tax” of 25% on those worth $100 million or more, he says.

Beginning in the third quarter last year, Latitude, a firm that specializes in residence and citizenship by investment, received an increase in inquiries “from financially qualified individuals with greater intent and faster readiness to proceed,” says Christopher Willis, a managing partner at Latitude. About 16% of inquiries by those who are financially qualified become clients.

At Henley & Partners, applications by U.S. citizens jumped nearly 60% last year from a year earlier. In December, the number of clients retained from the U.S. “absolutely shot the lights out” in a month that is usually quiet, says Volek.

Not all inquiries have turned into applications. At Arton Capital, a firm specializing in residency and citizenship by investment, 5% have initiated the process, with another 15% continuing to explore their options. CEO Armand Arton told Barron’s that he expects a fifth of those will proceed, with others dropping out for a range of reasons, including not being able to qualify or because they no longer feel compelled to move.

Those who are considering a move outside the U.S. for political reasons may be jumping from the frying pan into the fire, as the atmosphere from France to Italy and Germany becomes more nationalistic. But people with enough wealth view a second citizenship as a hedge, not a foolproof solution, Volek says. “If you have the financial capacity, you should be as diversified in terms of your domicile options as possible, because nowhere is perfect.”

Corrections & Amplifications: Christopher Willis is managing partner at Latitude. An earlier version of this article used an incorrect surname.

Write to Abby Schultz at abby.schultz@barrons.com
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ECONOMY & POLICY | UP AND DOWN WALL STREET

How the Market Learned to Stop Worrying and Love Tariffs

Tariffs mainly have been used by President Trump for geopolitical purposes, but that may change. Possible reciprocal tariffs were greeted positively by debt and equity markets this past week.


In the 1960s, it was “Dr. Strangelove” (with Peter Sellers as the title character, above). In 2025, it’s all about Dr. Strangebull. — John Springer Collection/Corbis/Getty Images

By Randall W. Forsyth

February 14, 2025


Paging Dr. Strangebull.

“How I Learned to Stop Worrying and Love Tariffs” is the pithy title of a client note from Andrea Cicione of TS Lombard that helps explain the S&P 500’s march to within a hair of a new record this past week.

Alluding to Stanley Kubrick’s classic Cold War film, Dr. Strangelove or: How I Learned to Stop Worrying and Love the Bomb, Cicione opined that markets believe President Donald Trump’s tariff strategy “will not lead to mutually assured destruction,” but that investors have been “rather blasé” about tariff risks, and “the worst is yet to come.”

So far, tariffs mainly have been used to achieve geopolitical aims, while Trump has been careful to limit the immediate consumer impact. He cited a partial carve-out for energy on proposed Canada tariffs, and steel and aluminum tariffs that won’t hit consumers immediately.

The announcement of possible reciprocal tariffs was also greeted positively by debt and equity markets this past week, a counterintuitive reaction that Hubert de Barochez of Capital Economics suggests may reflect the belief that levies are being used as a negotiating tactic. Further, he added in a client note, it will be another six weeks until aides report back on reciprocal tariffs, by which time Trump may change his mind.


Investors might take comfort that reciprocal tariffs will be a lesser evil than universal tariffs, he said. But Capital Economics’ working assumption remains that Trump will eventually hike tariffs substantially, as promised, pressuring stocks and bonds alike.

Nor did markets seem perturbed as Elon Musk’s DOGE wielded a scythe on federal payrolls, ostensibly to slash the budget deficit. The 75,000 workers who reportedly have accepted buyouts represent about 2.5% of the federal workforce, according to a report from Veneta Dimitrova and London Stockton of Ned Davis Research, which would represent a savings of about $15 billion out of the $650 billion in employee compensation. “In the context of $7.0 trillion total federal outlays, however, the expected savings are a drop in the bucket,” they note.

To save $100 billion annually—one-tenth of the $1 trillion of cost cuts bruited by Musk—would mean sacking a quarter of the federal workforce, some 750,000 employees, according to an analysis by Macquarie economists David Doyle, Chinara Azizova, and Ric Deverell. To realize the $1 trillion goal would require a 30% reduction in nondefense spending (excluding entitlements such as Social Security, Medicare, and Medicaid); a 15% cut in defense outlays; and a 15% cut in social spending such as entitlements. They also note a GAO estimate that between $233 billion and $421 billion annually was lost to fraud between 2018 and 2022, which included pandemic spending.

READ MORE UP AND DOWN WALL STREET

	The Dot-Com Bubble Burst 25 Years Ago. AI Could Be Next.·

As for tariffs, Deutsche Bank economists Matthew Luzzetti, Brett Ryan, Justin Weidner, and Amy Yang argue the best case would be raising an additional $200 billion a year. Their baseline (and worst-case) scenario is for half of that, some $100 billion.


As noted previously, interest on the federal debt is the most intractable expense in the budget, currently running at over $1 trillion annually. It’s growing, especially as older, ultralow-yielding securities mature. Evercore ISI’s Stan Shipley sees the average interest rate on Treasury debt rising by 20% by late 2028, to 3.9% from 3.28% currently, and under 2% during the historically low-rate regime earlier in the decade.

No wonder Trump and Treasury Secretary Scott Bessent are so focused on the 10-year Treasury yield. Deutsche Bank’s Luzzetti and fellow strategists Matthew Raskin and Steven Zeng offered some ideas to bend the benchmark. Among them is to shift borrowing to short-term bills, a ploy Bessent criticized when used by his predecessor, Janet Yellen. More provocatively, if with a low probability, it could revalue gold holdings on the Federal Reserve’s balance sheet from the fictional official price of $42.22 an ounce. That might provide some $750 billion.

So many prescriptions for Dr. Strangebull to consider.

Write to Randall W. Forsyth at randall.forsyth@barrons.com
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FINANCIALS | REVIEW

Endowments in 2024 Got a Good Grade.The Flaw: A Lousy 2022.

School investments were up 11.2% last year, with smaller funds outperforming the private-equity-heavy larger ones. But a down 2022 still hung over one- and three-year performance measures.


Illustration by Elias Stein

By Mary Romano

February 14, 2025


One bad year continues to haunt university endowments’ performance.

U.S. school funds had a strong year, rising an average 11.2% in the 12 months through June 30. But a lousy year in 2022, when endowments were battered by stock market losses, produced an average loss of 8%. That is dragging down the three-year average gain to 3.4%.

“Fiscal 2022 is going to stick with us for a while,” says Mark Anson, CEO of asset manager Commonfund. “Eventually, it will roll off, but there’s still a big gap in performance for the one-year and three-year.”


The annual report by Commonfund and the National Association of College and University Business Officers, published this past Wednesday, included 658 U.S. colleges and universities with a total of $873.7 billion in endowment assets. Endowment spending, which covers financial aid, faculty and staff salaries, facilities maintenance, and other expenses, was $30 billion, up 6.4% year over year.


Smaller funds outpaced larger ones for a second year. They had bigger slices of their portfolios in public stocks, which produced strong gains. Larger funds typically have a more generous helping of private investments, including private equity, venture capital, and hedge funds. Returns on those relatively illiquid assets were positive but trailed on a relative basis.


Write to Mary Romano at mary.romano@barrons.com

Last Week

Markets

The White House levied 25% tariffs on steel and aluminum imports starting March 4—metals prices rose, stocks fell—and warned of “reciprocal” tariffs in April. President Trump talked to Russian President Putin, promising to end the Ukraine war, while Defense Secretary Hegseth said the U.S. will no longer prioritize European security. Federal Reserve chief Jerome Powell reiterated his “focus on the data” message to Congress. January inflation surprised by coming in at 3%; blame the eggs. On the week, the Dow industrials were up 0.6%; the S&P 500, 1.5%; and the Nasdaq Composite, 2.6%.

Companies


Trump paused Foreign Corrupt Practices Act enforcement for six months and gave Elon Musk’s DOGE oversight of hiring and firing across the government. The Justice Department told Apple and Google it wouldn’t be prosecuted for restoring TikTok to its app stores. The Wall Street Journal reported the White House was mulling folding the FDIC into Treasury. Meta Platforms shares rose 20 sessions in a row, and AppLovin was up some 36% on the week.

Deals

Musk said he would drop a $97.4 billion bid for the nonprofit that controls OpenAI if it gives up plans to become a for-profit company…Elliott Management took stakes in oil major BP ($4.7 billion) and refiner Phillips 66 ($2.5 billion)…Taiwan’s Foxconn Technology began deal talks with Nissan Motor…Spirit Airlines rejected Frontier Group’s latest $2.2 billion offer...Unilever  said it would list Ben & Jerry’s in Amsterdam.

Next Week

Monday 2/17


Equity and fixed-income markets are closed in observance of Presidents Day.

Tuesday 2/18

Earnings season winds down with about 40 S&P 500 companies set to report this week. Arista Networks and Cadence Design Systems announce results on Tuesday, Analog Devices on Wednesday, and Block, Booking Holdings, and Walmart on Thursday.

Wednesday 2/19

The Federal Open Market Committee releases the minutes from its late-January monetary-policy meeting.

Friday 2/21

S&P Global releases both its Manufacturing and Services Purchasing Managers’ Indexes for February. Consensus estimates are for a 51.1 reading for the Manufacturing PMI and a 53 Services PMI. This compares with readings of 51.2 and 52.9, respectively, in January.

The National Association of Realtors reports existing-home sales for January. Economists forecast a seasonally adjusted annual rate of 4.13 million homes sold, about 100,000 fewer than in December. In 2024, existing-home sales hit their lowest level since 1995.

The Numbers

6.1 M

The number of Chinese marriages last year, down 20.5% from 2023 and a record low since 1986.

$160 B

The total amount of China’s distressed real estate debt, the world’s largest, continues to grow.

126 M

The audience for the Super Bowl, a record. The Eagles walloped the Chiefs, if you weren’t watching.

64%

The increase in December from a year earlier of U.S. homes taken off the market after failing to find buyers.

Write to Robert Teitelman at bob.teitelman@dowjones.com




This article was downloaded by calibre from https://www.barrons.com/articles/endowments-in-2024-got-a-good-grade-the-flaw-a-lousy-2022-c89a370e



 | Section menu | Main menu | 
| Next | Section menu | Main menu | Previous | 



ECONOMY & POLICY | MARKET VIEW

No Rate Cuts in 2025, Says This Economist. Blame It on Growth.

If the economy remains strong, markets will price in interest-rate hikes for 2026, this economist says. Plus, investment newsletter commentary on tariff targets in Asia, Black employment trends, and the manufacturing rebound.

February 14, 2025


This commentary was issued recently by money managers, research firms, and market newsletter writers and has been edited by Barron's.

No Rate Cuts in ’25

U.S. Watch—Quick Insights
TS Lombard
Feb. 12: This is not rocket science. Inflation follows growth, and the lag is shorter when the economy is running at full employment, as it is now, and the January CPI data confirm this. Particularly disconcerting for the Federal Reserve is that goods prices excluding food and energy, long the secret sauce of low inflation, are inflating at an accelerating pace. While the narrative out of the January employment data and revisions to 2024 was that the Fed was right to cut [interest rates], the subsequent recovery in hiring reflects real growth, and that means no cuts in 2025—as I have been writing since last September.

During this year the markets will, at some point, begin to price in hikes in 2026. For the Fed, [there will be] no hikes in the immediate future. Too many crosscurrents to come and, more critically, there is no mandate from either party to reverse real growth to meet an arbitrary 2% inflation target. Interestingly, sustaining QT, or quantitative tightening, could prove inflationary.

Steven Blitz


Tariff Targets in Asia

THINK economic and financial analysis
ING
Feb. 12: President Trump has declared 25% tariffs on all steel and aluminium imports into the U.S...

Interestingly, Vietnam exports more steel (by value) to the U.S. than China. This is because Vietnam buys large quantities of semi-processed steel from China, processes it, and then re-exports it to the rest of the world. While steel tariffs are likely directed toward China, Vietnam’s economy appears most exposed in Asia; its steel plus aluminium exports to the U.S. were 0.3% of gross domestic product in 2024.

Another country that ranks higher in its exposure to steel and aluminium exports to the U.S. is South Korea. In 2018, Korea was granted a tariff-free export quota by the U.S. However, recent Korean exports to the U.S. have been below this quota. While it’s uncertain whether Trump will remove the quota system, it appears that South Korea has some negotiating leverage.

Deepali Bhargava


Fiscal Crisis Fears

Strategy Insight
BCA Research
Feb. 11: The best gift that the U.S. government could give investors is to cut spending. All things equal, modestly tighter fiscal policy would cool the economy, allowing the Fed to bring down rates. Lower rates would push demand back up. The net effect would be an economy that remains near full employment but with a lower equilibrium interest rate. A lower discount rate, in turn, would increase the fair-value multiple for the S&P 500.

The problem is President Trump has ruled out cutting spending on the main entitlement programs. He also said that he wants to “raise defense spending” during a recent interview with Fox News. Discretionary spending outside of defense accounts for only 14% of overall government expenditures. Elon Musk’s DOGE is promising to radically cut waste and fraud, but so far, it hasn’t been possible to quantify how much actual progress has been made toward that goal.

Meanwhile, President Trump has pledged to not only extend the expiring tax cuts but to legislate new tax cuts on tips, overtime pay, and Social Security benefits. With interest payments on the federal debt projected to soar rapidly over the coming years, the risk of a major fiscal crisis remains uncomfortably high.

Peter Berezin


Black Employment Gains

Special Commentary
Wells Fargo
Feb. 10: The historical, structural exclusion of the Black and African-American community from full engagement with the country’s economic, political, and educational institutions has contributed to generally less robust labor market conditions for Black and African-American workers relative to other racial and ethnic groups...

That said, labor market gaps have narrowed recently. On a three-month moving-average basis, the Black unemployment rate fell to an all-time low of 5.2% in the spring of 2023, and it remains around 6% today. The gap between the national and Black unemployment rates has narrowed to about two percentage points, roughly half of the average gap that prevailed during the business cycle before the pandemic.

Moreover, the sharp decline in the jobless rate for Black and African-Americans since its spike during 2020 (peaking around 16%) reflects strong employment growth rather than a plummet in labor-force participation. The number of Black and African-American participants in the labor market (i.e., employed or actively looking for a job) is up about 13% relative to its nadir in Q2-2020, while employment of Black workers has shot up 25% over that period...

Today, the national labor-force participation rate (LFPR) remains almost a full percentage point below its prepandemic level of 63.3%. At the same time, the LFPR among Black and African-American individuals stands about half- a percentage point above its prepandemic peak, on a 12-month moving-average basis. Men, in particular, have driven the overall increase in participation within the Black and African-American community. Relative to February 2020, the Black male LFPR is up about one percentage point, on balance, and currently stands at a 16-year high of 66%.

Jay H. Bryson, Nicole Cervi, Delaney Conner

Manufacturing Expansion

The Market Strategy Radar Screen
Oppenheimer Asset Management
Feb. 10: While a gauge of the services sector showed some slowing (after having remained quite robust for years), a gauge of U.S. manufacturing has picked up after a long period of weakness. Based on the latest ISM readings, both the services and manufacturing sectors are now reflecting expansion. Not too shabby in our view. 

John Stoltzfus

To be considered for this section, material, with the author's name and address, should be sent to MarketWatch@barrons.com.
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MAILBAG

Donald Trump, Lame Duck?

Readers weigh in on the prospects for President Trump, Elon Musk’s ambitions, Treasury Secretary Bessent’s plan, and the high cost of wind energy.

February 14, 2025


To the Editor:
Regarding “Trump 2.0 Is Shock and Awe. What Wall Street Will Stand For” (Cover Story, Feb. 7): Midterm elections come faster than many might think, and the risk of not getting things done to the satisfaction of voters may result in Republicans losing gains that they achieved in Congress in the past presidential election; if so, Donald Trump will be a lame duck in short order.

Steven Kaufman

On Barrons.com

Accountability in D.C.

To the Editor:
Elon Musk, for all his controversies, is at least exposing inefficiencies and questioning the status quo, which is more than can be said for most politicians (“Musk Loves Wreaking Havoc, Whatever the Cost. Trump May Have to Pay the Bill,” Feb. 6). The government should absolutely be held accountable for wasteful spending and failing to address core economic issues. The real question is: Will enough people wake up and demand real change before the system collapses under its own weight?

Eric Greenwell

On Barrons.com


A New Golden Age

To the Editor:
If the stars align and Treasury Secretary Scott Bessent and team can work their magic by executing his 3-3-3 plan (achieve gross domestic product of 3%, rein in government spending and reduce the deficit to 3% of GDP, and increase oil production by three million barrels a day), 2025 will be another year of double-digit gains for the S&P 500 index (“Bessent’s Plan for Cutting Debt Isn’t Enough. He May Need a Good Dose of ‘Repression,’ ” Feb. 6). The “R” word will be placed on hold for years to come, and this may actually prove to be the beginning of a golden age.

Tom Verdi

Providence, R.I. 

Expensive Wind Energy

To the Editor:
In last week’s Trader column (“3 Renewable-Energy Stocks That Could Thrive Under Trump,” Feb. 7), Avi Salzman states that wind is a low-cost electricity generator. As J.P. Morgan and others in the finance community have been pointing out for some time now, wind is by far the most expensive way to produce electricity. Use of the levelized cost of electricity, or LCOE, concept put forth by the International Energy Agency and others isn’t a valid cost measure for intermittent renewable-energy sources. 


An excellent detailed source for costs related to renewable-energy production may be found in The Unpopular Truth About Electricity and the Future of Energy, by Lars Schernikau and William Hayden Smith. You may wonder why electricity costs increase in direct proportion to the percentage of renewable capacity added to the grid, for example in California and the European Union. Schernikau and Smith tell you the reasons.

Edward Bohn

Seahurst, Wash.

Send letters to: mail@barrons.com. To be considered for publication, correspondence must bear the writer’s name, address, and phone number. Letters are subject to editing.
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ACTIVIST INVESTING | 13D FILINGS

Southwest Airlines, Universal Technical, and More Stocks See Action From Activist Investors

Activist investors also report to the SEC on IAMGold, Civeo, and Alphatec.

February 14, 2025


These disclosures are from 13Ds filed with the Securities and Exchange Commission. 13Ds are filed within 10 days of an entity’s attaining more than 5% in any class of a company’s securities. Subsequent changes in holdings or intentions must be reported in amended filings. This material is from Feb. 6 through Feb. 12, 2025. Source: VerityData

Original Filings

Civeo(CVEO)
M Partners Fund disclosed a new position in the workforce housing and accommodation specialist of 1,059,848 shares. M Partners Fund reported that it purchased all of those shares from Dec. 9, 2024, through Jan. 31, 2025, at per share prices ranging from $21.60 to $24.56. 

Following the latest purchases, M Partners Fund owns 7.7% of Civeo’s outstanding stock. Shares of Civeo have gained roughly 9% since the beginning of 2025.

Decreases in Holdings


Alphatec Holdings (ATEC)
L-5 Healthcare Partners lowered its stake in the medical technology company to 9,214,698 shares. L-5 Healthcare did so through the sale of 950,000 Alphatec Holdings shares from Dec. 9, 2024, through Feb. 4, 2025, at per share prices ranging from $8.96 to $11.95. 

Following the latest sales, L-5 Healthcare Partners continues to own 6.5% of Alphatec’s outstanding stock. Shares of Alphatec Holdings have gained roughly 18% in value since the beginning of 2025.

Southwest Airlines(LUV)
Elliott Management reduced its stake in the short-haul airline to 53,978,500 shares. Elliott Management sold 5,688,000 Southwest Airlines shares from Jan. 10 through Feb. 6, 2025, at per share prices ranging from $30.48 to $33.53. On Nov. 1, 2024, Southwest appointed five of the director candidates nominated by Elliott in August, which included four former airline CEOs, the same day that Executive Chairman Gary Kelly stepped down from the board. CEO Bob Jordan retained his role. 

Following the changes, Elliott Management affirmed its belief that Southwest’s revitalized board, governance improvement, and strategic changes can position the company to create long-term shareholder value. Elliott now holds a 9% stake in Southwest. Shares have lost roughly 10% so far this year.

IAMGold(IAG)
Resource Capital Fund VII reduced its stake in the intermediate gold producer to 21,537,050 shares. Resource Capital Fund did so through the sale of 3,302,950 IAMGold shares from Feb. 3 through Feb. 4, 2025, at per share prices ranging from $6.51 to $6.53. 


Following the latest sales, Resource Capital Fund continues to own 3.8% of IAMGold’s outstanding stock, placing it below the 5% threshold that would require it to report further IAMGold sales. Shares of IAMGold have gained roughly 18.5% during the year.

Universal Technical Institute(UTI)
Coliseum Capital Management lowered its stake in the educational institution to 6,145,755 shares. Coliseum Capital did so through the sale of 704,881 Universal Technical Institute shares in an open market block trade for $28.20 per share on Feb. 10, 2025. 

Following those sales, Coliseum Capital continues to own 11.3% of Universal Technical Institute’s outstanding stock. Shares have gained nearly 8% since the beginning of 2025.

Email: editors@barrons.com
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FEDERAL RESERVE | THE ECONOMY

Will Data Dependence Leave the Fed Behind the Curve?

The Federal Reserve is guided by backward-looking data that are frequently revised. No wonder it has perfected the policy pivot.


By Nicholas Jasinski

February 14, 2025


Ask a Federal Reserve official where economic growth, inflation, and interest rates are going, and you’re unlikely to get an answer. The central bank is in data-dependent, wait-and-see mode, with policymakers reluctant to venture any views that could be mistaken for forecasts.

Does the collective dodge reflect the uncertain state of the world, or a Fed so burned by recent forecasting errors that it is unwilling to shape the economic narrative? Many Fed watchers fear the latter, and worry that the bank’s allegiance to backward-looking data risks putting it a step behind. “The data dependency may be making them too short-term oriented,” says Ed Yardeni, president of Yardeni Research.

Data dependency can leave Fed officials scrambling to react to yesterday’s news, and lead to frequent shifts in policy, which heightens economic uncertainty and confuses the markets.

RELATED MARKET DATA

Bonds & Rates


The current hesitance to anticipate trends, at least publicly, contrasts with the Fed’s behavior in recent years, when officials were more willing to take a view on where the economic winds were blowing, giving markets an idea of what to expect from policy.

Take the Federal Open Market Committee’s postmeeting statement in September 2020, which described the path to maximum employment and a 2% annual inflation rate. “The Committee expects to maintain an accommodative stance of monetary policy until these outcomes are achieved,” it read.

A year later, officials were citing the “transitory” nature of inflation—a prediction that most mainstream economists agreed with at the time but that looks erroneous in hindsight.

Today, Fed Chair Jerome Powell and his colleagues are preaching maximum flexibility and decline to offer substantive forward guidance. In part, that’s because of policy uncertainty.

There is no model for predicting what President Donald Trump or Elon Musk will do next. Powell and other Fed officials have pointed to uncertainties in trade policy, immigration, deregulation, and taxes. The timing, scale, and order of what is enacted will matter for economic growth, employment, and inflation. And right now, there are more questions than answers.


“Big, grand proclamations are exactly what the Fed needs to avoid today,” says PGIM Fixed Income’s chief U.S. economist, Tom Porcelli. “You don’t want the Fed being proactive here and assigning probability to all of the different policies that the Trump administration is talking about.”

Take tariff headlines, which have rattled the market in recent weeks. Should Trump continue to use tariffs as a negotiating tool, the lack of trade clarity may hang over markets and the economy for the next four years.

“There’s a lot of policy change going on,” says Richmond Fed President Tom Barkin. “Some things are inflationary, some are disinflationary…you don’t want your model to include only the stuff that is modelable and not the stuff that’s hard to think about now.”

More data, he says, “will be helpful with that.”


The Fed’s next interest-rate decision is due on March 19, some time after the release of February’s jobs and inflation reports. Interest-rate futures market pricing on Friday implied less than 3% odds of a rate cut in March.


Officials will provide a quarterly update to their so-called dot plot at the March meeting. The median estimate in December called for two quarter-point rate cuts in 2025, although markets are currently pricing in the greatest odds of just one cut this year.

Powell will surely talk down the significance of dots, emphasizing that predictions are far from a concrete plan.

Still, there is the thorny issue of basing policy decisions on backward-looking data that is subsequently revised. The Bureau of Labor Statistics updated its seasonal adjustments with the release this past week of January inflation data, as it did with jobs data on Feb. 7.

The latest adjustments helped to make January inflation appear particularly hot—the core consumer price index, which excludes food and energy components, jumped 0.4% during the month, the largest increase in more than a year. January 2024’s increase was the biggest in nine months.

“To the extent that residual seasonality is boosting [January] inflation every year, it would be suppressing inflation in other months,” wrote BofA Securities economists on Wednesday. “So, we think it makes sense to stay focused on [year over year] inflation rates, instead of seeking comfort in three- or six-month rates late in the year, as the Fed has done for the past two years.”

Those late-year readings have been misleading. Recall the market’s optimism in early 2024 that the Fed would cut rates, based in large part on slowing monthly inflation readings in late 2023. Instead, inflation rebounded, pushing rate cuts months down the road.

By late summer, monthly inflation readings appeared tamer. The FOMC reacted with a half-point interest-rate cut in September 2024 and a quarter-point cut in November, while signaling more cuts to follow. But the lack of further progress on inflation changed the Fed’s tone by its December meeting. Officials cut by a quarter of a point again, and indicated that the pace of easing would be slower. In January, they paused cuts indefinitely.

That‘s a lot of pivoting in barely five months, and the bond market didn’t buy it. Even as the Fed reduced short-term rates by a percentage point in late 2024, the 10-year U.S. Treasury note yield rose by a similar amount.

Only one of these rate setters is right, and it might not be the Fed.

Write to Nicholas Jasinski at nicholas.jasinski@barrons.com
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UTILITIES | STREETWISE

PG&E Stock Could Pop 50%. It Isn’t to Blame for the L.A. Fires.

California’s largest distributor of gas and electricity could surge as investors refocus on PG&E’s thriving business.


By Jack Hough

February 14, 2025


If a moving company boasted about going 90 days without dropping a grand piano on a customer, you might have questions. How about upright pianos? And what happened 91 days ago?

Likewise, PG&E calling out in its Thursday earnings announcement a “second consecutive year of zero major wildfires caused by the company’s equipment” might not make anyone’s list of great corporate milestones. Only two years? What about minor fires? But this is a win for CEO Patti Poppe (pronounced like poppy), and an important message for her to promote—especially now, with the stock tanking over recent fires that weren’t even in the company’s territory.

J.P. Morgan points out that the stock is trading at its biggest discount in years. BMO Capital Markets recently initiated coverage with an Outperform rating. Its price target implies 50% upside. More on that in a moment.

PG&E, or Pacific Gas and Electric, is California’s largest distributor of both necessities, covering roughly the northern two-thirds of the state. Combine more than 100,000 miles of high-voltage lines with a vast, woodsy state that is becoming hotter and drier, and there are going to be fires. PG&E pleaded guilty or settled or paid fines for its involvement in blazes so fierce, destructive, and in some cases deadly that they have names: the Camp Fire in 2018; Kincade and Easy in 2019; Zogg in 2020; Dixie in 2021.

Poppe took over in January 2021, six months after the company emerged from bankruptcy. She estimates that the company has reduced its fire risk by more than 90%. This has meant covering some lines and burying others, while taking down trees and putting up stronger poles. And yes, small fires—at least one linear meter—are still common, even though PG&E has reduced them by more than 75%.


“Every utility has ignitions,” says Poppe. “Our stuff sparks. It’s electrical. We do everything we can to minimize that risk, but by design it will spark.” The key is to put out small fires early, so PG&E has installed hundreds of cameras and other monitoring devices.


The improvements have almost, but not quite, allowed Poppe to take off her fire hat and focus investor attention on the business of charging for electricity and gas. Trends there are mostly favorable. Core earnings per share rose 11% last year to $1.36, largely on cuts made to operating and maintenance expenses. Operating cash flow surged to $8 billion from $4.7 billion. Soaring electricity demand from new data centers—PG&E’s coverage includes Silicon Valley—is bringing the fastest growth in years. The company predicts 10% growth in earnings per share next year and at least 9% a year from 2026 through 2028.

That leaves PG&E shares at a modest 10.6 times this year’s earnings consensus, at a time when utilities have become Wall Street darlings. Money flooding into artificial-intelligence stocks has made its way to the companies providing the watts. The Utilities Select Sector SPDR, an exchange-traded fund that tracks a basket of power and gas blue chips, has returned 36% over the past year, beating the S&P 500 index by 12 points.

• • •

That brings us to January’s Eaton and Palisades fires, which ravaged neighborhoods around Los Angeles and put an abrupt end to what was a steady, three-year recovery in PG&E’s stock price. The shares are down 21% year to date. That’s a big reaction, considering that L.A. isn’t PG&E’s territory; the city has its own municipal power company. Surrounding areas are covered by Southern California Edison, the largest subsidiary of Edison International. That stock is down 35% year to date. SoCal Edison says it doesn’t yet know the cause of the Eaton fire, but that it found irregularities in equipment operating near its origin.


There is some rationale for PG&E investors to worry about another company’s fire. Since 2019, both companies, along with San Diego Gas and Electric, have been part of the California Wildfire Fund. It collects funds from the utilities and their customers, and has the ability to pay $21 billion in claims. The L.A. fires, which will rank among the most expensive ever, could cost more. Not nearly all of the cost will come from the fund, and for utilities, there is a liability cap based on their equity rate base, an industry measure of assets. For SoCal Edison, it’s just over $3 billion. Still, investors are worried that fund levels will need to be increased, and utilities will have to pay.

What happens next will depend on the course of the SoCal Edison investigation, and perhaps on California lawmakers making changes to the wildfire fund to deal with more extreme losses than they had originally envisioned. Poppe says the California Wildfire Fund is the most advanced mechanism of its kind to deal with utility fire liabilities. One key to the law that created the fund, says Poppe, is that it sets a new prudency standard that utilities must meet in advance through inspections.

“We’ve never been safer,” says Poppe. “We’re still going to get safer every day, and the financial protections for investors need to be clear and appreciated. Nothing like a market to tell you what perception is.”

J.P. Morgan reckons that gross liabilities related to Eaton will come in at $16 billion, and that after settlement reductions and other adjustments, the hit to the California Wildfire Fund will be $8 billion to $9 billion. “We anticipate a policy and/or regulatory response could catalyze a return to prior levels,” its analysts recently wrote of the shares. They prefer PG&E, given its lack of direct involvement in the L.A. fires.

BMO Capital calls PG&E a “rare deep-value opportunity with premium visible growth.” It predicts a rise from a recent $15 and change per share to $23. The current dividend is too small to mention, but based on company goals and Wall Street projections, an annual payout of 50 cents a share looks feasible within four years. Calculated against the recent stock price, that would make for a 3.2% yield.


Write to Jack Hough at jack.hough@barrons.com. Follow him on X and subscribe to his Barron’s Streetwise podcast.
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AI | TECH TRADER

Trump’s Proposed Chip Tariffs Threaten AI—and the Entire Stock Market

The U.S. is poised to win the AI race against China, but one significant threat looms on the horizon: tariffs.


By Tae Kim

February 14, 2025


The U.S. is poised to win the artificial intelligence race against China. All the necessary elements are in place.

American chip companies and AI models are innovating rapidly, with big advances in features and hardware expected this year. The Trump administration is wisely looking to relax energy and permitting regulations to alleviate energy bottlenecks, which have become the main hurdle in building the large AI data centers needed in the U.S. Global investors, meanwhile, seem willing to fund a massive AI infrastructure buildout with projects like Stargate.

But one significant threat looms on the horizon: tariffs. President Donald Trump may snatch defeat from the jaws of victory with a fixation on chip tariffs.

Trump foreshadowed such tariffs last month. During a speech to House Republicans, he said the U.S. would impose tariffs of 25%, 50%, or even 100% on chip imports to increase domestic semiconductor manufacturing. Later that week, after meeting with Nvidia CEO Jensen Huang at the White House, the president characterized the session with Huang as a “good meeting” while adding that “eventually we’re going to put tariffs on chips.” On Monday, Vice President JD Vance vowed the Trump administration would implement policies to ensure AI systems and AI chips are made domestically.

Later in the week, Trump announced his plan to study reciprocal tariffs, but made no mention of chips. Investors sighed a breath on the lack of specifics or near-term duties. But the threat, specifically around chip tariffs, remains and investors should be aware of the risks.


On the surface, it might seem logical that a large tariff would incentivize domestic production of advanced chips. But the reality is that there’s no way to divert production domestically over the next few years given a lack of capacity. Advanced chip factories can’t be created out of thin air.

It takes roughly four years to build a new fab at the cost of $10 billion to $20 billion. Money and time aren’t the only factors, though. Technical expertise is also needed. Only Taiwan Semiconductor Manufacturing, TSMC, has proven it can make chips that meet the requirements of top chip designers like Nvidia and Apple.

About 90% of the world’s most advanced chips, including the main processors inside mobile phones, AI graphics processing units, and personal computers, are made in Taiwan by TSMC. Thanks to funding from the Chips Act, TSMC agreed to build a few plants in Arizona that will come online through 2030. But these fabs represent a fraction of global capacity and are possible only because TSMC has sent Taiwanese engineers to the U.S. to help build them.

Intel has had limited success thus far with its own U.S.-based foundry operations. In its latest quarter, Intel Foundry generated $4.5 billion in revenue, down 13% versus the prior year, while losing $2.3 billion.

The net result of a large tariff would be a significant tax on chips that would be passed on to customers. It would reduce, or even eliminate, the funding of large AI infrastructure projects.


Shortly after his inauguration, Trump, along with executives from OpenAI, Oracle, and SoftBank, announced the creation of The Stargate Project, which intends to spend $500 billion over the next four years building AI infrastructure in the U.S.

UBS estimates that 40% of the data center spend will go toward AI server racks. A 50% tariff, therefore, would make the project $100 billion more expensive, crimping either overall spending or potentially blowing up the funding for the project altogether.

Large technology companies spending aggressively on AI will also be forced to pull back or spend more. In their latest earnings reports, Microsoft, Google, Meta, and Amazon.com announced plans to dramatically increase their 2025 capex spending, bringing the Wall Street consensus to a total of $335 billion—16% higher than analysts had expected just weeks ago. Once again, tariffs would mean the money doesn’t go as far, or companies would need to add to their already huge spending bills.

Here’s my guess on what will happen: If Trump institutes high tariffs on chip imports, the stock market will crash, given that the AI trade has become foundational to America’s growth story. The administration would likely backpedal, and the markets would rebound. We’ve seen this story before. Investors would surely prefer not to go through the experience again.

A version of this article originally ran in the free weekly Barron’s Tech email newsletter. Sign up here to get it delivered directly to your inbox.


This Week in Barron’s Tech

	Intel Stock Soars After JD Vance Vows AI Chips Will Be Made in U.S.

	IBM Stock Has 28% Upside, Says Analyst

	Super Micro Stock Jumps on Strong Fiscal 2026 Revenue Outlook

	Adobe Needs AI to Pay Off. Video Creation Could Be the Key.

	Spotify Stock Has Surged. How Much Its Founders Made Selling Shares.

Write to Tae Kim at tae.kim@barrons.com or follow him on X at @firstadopter.
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MARKETS | THE TRADER

The Stock Market Survived Inflation Data. Cracks Are Emerging.

Most stocks are showing signs of topping out, and the chaos in Washington is still raging. As one analyst puts it, the risk/reward for buyers “isn’t great.”


By Jacob Sonenshine

February 14, 2025


The stock market appeared to weather too-hot inflation data this past week well enough. A finer look paints a more troublesome picture.

The Nasdaq Composite advanced 2.2%, the Dow Jones Industrial Average gained 0.7%, and the S&P 500 index, which rose 1.4%, even flirted with an all-time high—trading above its record close of 6118 but below its record intraday high of 6128.

A new high is great, but in this case, it might not be the good news it appears to be. The harsh reality is that the S&P 500 has been stuck in a trading range for the past four weeks, never trading much lower than 5920 to the downside or much above 6120 to the upside. Even the index’s break above its closing high could be seen as a sign of weakness, not strength. It was only up a few tenths of a percentage point on Friday, unable to muster a convincing rally.


“The initial breakout is tentative, with a follow-through being needed to keep it alive,” writes CappThesis’ Frank Cappelleri.

This isn’t the type of market that makes everyone particularly comfortable. President Donald Trump’s election win has created chaos in Washington, with investors still trying to figure out which tariffs are coming and when, as well as how DOGE’s rampage through the federal bureaucracy will impact the bottom line of companies that are on the receiving end of government spending.


But it’s not just politics creating a sense of unease. The consumer price index rose a hotter-than-expected 3% year over year in January, a tick above expectations and well above the Federal Reserve’s 2% goal. Not only does it make more interest rate cuts less likely, it raises the specter that inflation could become a much bigger problem if the central bank does move again.

“If the Fed cuts interest rates too early, it increases the likelihood that we will see a repeat of the 1970s,” writes Torsten Sløk, chief economist at Apollo Global Management.

At the same time, most stocks are showing signs of topping out. The Invesco S&P 500 Equal Weight exchange-traded fund (ticker: RSP) dropped 1% at its low on Wednesday, more than the market-cap-weighted S&P 500’s 0.8% decline, and it experienced a meeker recovery as well. The equal-weighted index rose just 0.7% this past week, about half the S&P 500’s gain, with economically sensitive areas performing poorly. It’s a sign that much of the recent economic strength may already be reflected in stocks, leaving them with more risk if the economy disappoints.

READ MORE TRADER

	Gold Has Surged. Why Gold Mining Stocks Are a Better Bet.·

	Southwest Airlines Stock Has Lagged Competitors. Time for a Catch-Up Trade.·

“The market narrative has shifted to the downside risks to economic growth,” wrote analysts at research firm Quant Insight.


Rather than climbing this wall of worry, the S&P 500 appears to be stuck in the mud. And if it doesn’t stage a real breakout soon, the path of least resistance might be lower. If the index drops, it could find support at its 200-day moving average of 5680, says Fairlead Strategies’ Katie Stockton.

A drop to that level means the index would fall 7%, tolerable if painful, as long as there isn’t a shock to the economy or corporate earnings that goes beyond the current concerns about tariffs. “The risk/reward isn’t great for new longs [buyers of stock],” says Stockton.

That gives us pause.

Write to Jacob Sonenshine at jacob.sonenshine@barrons.com
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MARKETS | UP AND DOWN WALL STREET

The Dot-Com Bubble Burst 25 Years Ago. AI Could Be Next.

AI spending is prodigious. The current mania resembles the internet bubble and earlier enthusiasms like RCA in the 1920s.


Time Warner CEO Gerald Levin, left, and America Online CEO Steve Case in January 2000 after announcing that AOL was merging with Time Warner—a deal that marked the peak of the dot-com boom. — Chris Hondros/Newsmakers/Getty Images

By Randall W. Forsyth

February 14, 2025


Silver anniversaries are typically happy occasions—but this one is bittersweet for veteran investors. A quarter-century ago, the great, giddy internet bull market peaked and entered a wrenching bear market that would drag the economy into recession after a decade-plus expansion, the longest in U.S. history.

While the Dow Jones Industrial Average topped out in January 2000, the S&P 500 index and the Nasdaq Composite would set their peaks two months later. Sandwiched between those last two high-water marks was Barron’s historic cover story of March 20, 2000, on the frightening rate at which dot-com wunderkinders were burning cash thrust at them by irrationally exuberant investors, or more accurately, speculators.

And for all the snarky comments about magazine covers serving as redoubtable contrary market indicators, we nailed this one. Billions were sunk into online ventures that went down in flames, along with their cash, as our prescient article indicated.

All of which provokes distinct feelings of déjà vu. “Readers of a certain age will soon recall the millennium fiberoptic and telecom bust. Today, as in 1998-2002, technology businesses are unusually susceptible to overexcitement, overordering, and overbuilding,” Barron’s alum James Grant wrote in a recent Grant’s Interest Rate Observer.

The Magnificent Seven megacap tech stocks, which have been throwing off prodigious amounts of free cash flow, now are plowing billions into investments in artificial intelligence. As colleague Andrew Bary wrote in this space last week, Meta Platforms, Microsoft, and Alphabet are estimated to spend $200 billion on AI this year, equal to about one-quarter of their revenue. Given China-based DeepSeek’s reported ability to produce an AI model for a fraction of the cost of U.S. AI companies, this raises questions about American exceptionalism, or at least the payoff from the billions U.S. tech giants are sinking into AI investments.


That the government is all in on AI, especially on big-bucks data centers, is another warning sign, Grant adds. The outgoing Biden administration directed the departments of Defense and Energy to lease federal land and expedite permitting for new data centers. The Trump administration promptly followed up with the Stargate Project, along with SoftBank Group, OpenAI, and Oracle, which are supposed kick in between $100 billion and $500 billion to the effort. That’s on top of new data-center projects announced since the beginning of 2023 that would require the electricity output of all 94 U.S. nuclear reactors combined. The bust that Grant sees following this boom will not only take down data-center companies but reverberate throughout the tech sector and the credit markets.

Last month also marked the 25th anniversary of the announcement of the $350 billion hookup of America Online and Time Warner, often seen as the culmination of the dot-com bubble and as the greatest destruction of shareholder value in business history.

Jim’s colleague Evan Lorenz sees a parallel to the AOL-Time Warner deal in Elon Musk’s $97.4 billion unsolicited offer this past week to buy OpenAI. He writes in the current issue of Grant’s that Musk may need to triple the bid since SoftBank’s proposed $40 billion investment would give OpenAI a putative $300 billion valuation. “Megadeals in the hottest sectors of the economy, as it almost goes without saying, do not occur at cyclical troughs,” Lorenz added dryly.

The early internet bubble and bust isn’t the only tech antecedent to today’s tech industry. Radio Corp. of America was the pre-eminent tech stock of the first Roaring 20s. “All you had to do was include ‘radio’ in the name of your company and the price of your stock would shoot up, even if there was very little behind the company,” Bryan Taylor, chief economist at data provider Finaeon, wrote in a 2023 essay. RCA stock rose 200-fold during the 1920s, only to plunge 98% from its 1929 peak to 1932.

In 1986, General Electric would acquire RCA for 72% over its 1929 price. But during that span, consumer prices rose by over 500%. So “Radio,” as the stock was popularly called in the 1920s, was a loser in real terms over subsequent decades, even as radio (with a small r) and especially television, which RCA also developed, vastly surpassed the wildest expectations of the Roaring 20s bulls.


READ MORE UP AND DOWN WALL STREET

	How the Market Learned to Stop Worrying and Love Tariffs·

Granted, the macroeconomic backdrop a quarter-century ago was vastly different from today. The world then worried that it would run out of U.S. Treasury bonds, Grant said, with the federal budget in surplus. That’s no longer the case. Spending on two Middle East wars, the 2007-09 financial crisis, and the Covid-19 pandemic, plus the expansion of domestic programs such as Obamacare, has Washington running deficits unprecedented except in wartime.

Now the bond market can look forward to a surfeit of securities to fund deficits averaging about $2 trillion for the next decade, according to projections from the Congressional Budget Office, equal to 6.2% of gross domestic product this year.

That means AI will be competing with Uncle Sam for capital in the years ahead. The main driver of deficits will be interest expense, which will total 3.2% of GDP, more than the so-called primary deficit (consisting of everything else) equaling 3% of GDP, according to CBO estimates, and are immune to any of DOGE’s efforts.

While circumstances change, Grant said in an interview, the outcome bears an uncanny resemblance from one cycle to the next. So, happy anniversary.


Write to Randall W. Forsyth at randall.forsyth@barrons.com
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CONSUMER | INSIDE SCOOP

Estée Lauder Director Bought the Stock Dip

Director Paul J. Fribourg bought nearly $9 million of shares of beauty firm Estée Lauder.


By Ed Lin

February 14, 2025


Estée Lauder stock has continued slumping in the new year, and one of its directors scooped up a large block of shares of the beauty company.

Estée Lauder’s stock tumbled earlier this month on news of a disappointing outlook. Last year, the share price was cut in half, hurt by soft sales in Asia, and China in particular, and the replacements of both the chief financial officer and CEO. A family drama also came into play, as the granddaughter of the founder urged some Estée Lauder board members in early September to oust her cousin, the company’s executive chairman.

Director Paul J. Fribourg paid $8.7 million from Feb. 5 through 7 for 132,500 Estée Lauder shares, an average price of $65.52 each. He bought the stock through Continental Grain, a privately owned investor in food and agribusiness where Fribourg serves as chairman and CEO. He is also a co-trustee and a beneficiary of family trusts that collectively control a majority interest in Continental Grain.

Forms that Fribourg filed with the Securities and Exchange Commission show that Continental Grain now owns 520,300 Estée Lauder shares. He also owns 4,000 Estée Lauder shares in a personal account.

Continental Grain didn’t respond to a request to make Fribourg available for comment on the stock purchases. Fribourg joined Estée Lauder’s board in 2006. He last bought the company’s stock on the open market in November 2024, when he paid $25 million for 387,800 shares, an average of $64.27 each.


Inside Scoop is a regular Barron’s feature covering stock transactions by corporate executives and board members—so-called insiders—as well as large shareholders, politicians, and other prominent figures. Due to their insider status, these investors are required to disclose stock trades with the Securities and Exchange Commission or other regulatory groups.

Write to Ed Lin at edward.lin@barrons.com and follow @BarronsEdLin.
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AIRLINES | THE TRADER

Southwest Airlines Stock Has Lagged Competitors. Time for a Catch-Up Trade.

Its stock has dropped about 9% in the past year. The good news is that it is taking steps to execute more consistently and efficiently.


A Southwest Airlines Boeing 737-800 airplane at Baltimore/Washington International Thurgood Marshall Airport. — Angus Mordant/Bloomberg

By Jacob Sonenshine

February 14, 2025


Southwest Airlines stock hasn’t arrived at the same destination its peers have. Management is taking steps that should enable shares to make the journey.

Forget turbulence. Airline stocks have been among the market’s top performers over the past 12 months. The U.S. Global Jets exchange-traded fund has gained 30% in the past year, led by gains in United Airlines, Delta Air Lines, and Alaska Air Group. The industry has benefited from better-than-expected earnings, as travel demand continues to grow long after the pandemic.

Southwest stock, however, has taken a very different journey. The company has missed analyst’s earnings forecasts four times in the past 10 quarters and missed sales expectations half the time. As a result, profit projections keep dropping, pulling shares down with them. The stock has dropped about 13% in the past year, to a recent $29.93.

The good news is that Southwest is taking steps to execute more consistently and efficiently. It also announced this past week that Tom Doxey, who was previously an executive at United, would take over as chief financial officer, replacing Tammy Romo, who plans to retire. Argus Research analyst John Staszak has upgraded the stock to Buy from Hold, with a $35 price target, implying a 17% gain.

Why the optimism? In its fourth-quarter earnings release, Southwest guided for a 1.5% increase at the midpoint of the range this year for average seat miles—essentially the metric for the number of available seats—as it utilizes more of its aircraft. That won’t damage pricing enough to cause a revenue decline. In fact, the company said on the earnings call that it expects some growth in revenue per available seat mile this year.


That helps Staszak model 2025 revenue of $29.3 billion, a couple hundred million above consensus estimates and representing almost 7% growth. The added available seats should capture additional fliers instead of going vacant. Southwest also has plans to save $500 million on fuel costs largely as it replaces old planes with more-efficient new ones. While that has been more difficult given delivery issues at Boeing and Airbus, Southwest said on its earnings call that it ordered 136 planes for delivery this year.

READ MORE TRADER

	The Stock Market Survived Inflation Data. Cracks Are Emerging.·

	Gold Has Surged. Why Gold Mining Stocks Are a Better Bet.·

It also disclosed in its earnings release that based on recent energy prices, its fuel cost per gallon this year would come in at a number that’s 6% lower than last year. That, plus the fact that it doesn’t have to spend additional money to increase seat availability, would push profit margins and earnings far higher.

Lower costs and faster sales growth would boost Southwest’s earnings, as would its plans to spend some of its $1 billion in free cash flow to buy back shares; the airline has more than $8 billion in cash and equivalents to cover its debts. That could help earnings per share reach Staszak’s forecast of $1.70 this year, five cents above consensus, for 77% growth.

Investors might have forgotten Southwest, but get ready to watch the stock take off.


Write to Jacob Sonenshine at jacob.sonenshine@barrons.com
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DIVIDENDS | INCOME INVESTING

11 Tariff-Proof Dividend Stocks

Dividend investors usually look for stability, and President Donald Trump’s trade policy is anything but. Where to find some safe-harbor companies.


By Al Root

February 13, 2025


Tariffs and trade wars—and rumors of tariffs and trade wars—are here to stay. Dividend investors, in particular, need to tariff-proof their portfolios right now.

That’s easier said than done. Dividend investors are usually looking for stability, and President Donald Trump’s trade policy is anything but. There’s also the problem of figuring out exactly where things are assembled and where parts come from. Tesla, for instance, assembles all the vehicles sold in the U.S. in the U.S., but a substantial portion of the parts in any Model 3 or Model Y come from Mexico and Canada. Tesla, thankfully, doesn’t pay a dividend, so we don’t have to worry about it here.

But many dividend favorites do have exposure. Highest on the scale are tech hardware and cars, according to Morgan Stanley strategists. A lot of electronics—such as an Apple iPhone—are assembled outside of the U.S., creating potential pricing, profit, and supply-chain issues. As for cars, Ford Motor CEO Jim Farley says that tariffs have the potential to wipe out billions of dollars in profits.

Safer options include financials, energy, some materials, consumer staples, and consumer services, note Citigroup strategists, at least when it comes to tariffs. Insurers, real estate management companies, and utilities also rank low on the risk list and are promising sectors for new ideas.

With all that as an industry framework, it’s possible to search for some tariff-proof dividend stocks. We screened for companies in the Russell 3000 that have an above-average dividend yield, high ratings from Wall Street analysts, and solid financial metrics, and are in the right sectors.


They include Annaly Capital Management, a mortgage real estate investment trust, or REIT, that invests in residential and commercial mortgages and earns a spread between the yield on mortgages and the costs of borrowing, and Starwood Property Trust, a traditional REIT managing a portfolio of properties.

Royalty trust Viper Energy also passes muster. Royalty trusts help finance commodity development and earn money on production assets without taking the risk of operating mines or oil wells.

CVS Health, which is one of the top three performers in the S&P 500 index this year, and regional bank Provident Financial Services also made the list.

The five are all-American businesses and yield an average of 7.4%, more than double the 3.3% average for dividend payers in the Russell 3000. More than 75% of the analysts covering the stocks rate shares Buy, well above the 57% average for companies in the index.

Philip Morris International, the cigarette maker, also made the cut. It yields about 3.6% with an annual dividend of $5.40 a share, and 75% of the analysts covering the company rate it a Buy. Its low tariff risk comes, counterintuitively, from the fact that it has limited U.S. business and manufacturing. Philip Morris split from Altria in 2008 and has raised dividends every year since then. Shares jumped 11% on Feb. 6 after the company reported better-than-expected earnings and guidance.


Utilities that fit the bill include AES, Northwestern Energy, Evergy, Essential Utilities, and DTE Energy. Those five yield an average of 4.6%, have solid financial metrics, and are rated a Buy by more than 70% of the analysts covering the stocks. The average yield for a utility in the Russell 3000 is about 3.4%.

It should be noted that screens can yield a false sense of security by narrowing an inevitable universe down to only a few stocks. No screen, no matter how precise, can substitute for understanding individual businesses. It’s just a starting point.

But as risks change, investment processes need to change, too. Figuring out how tariffs fit in makes a ton of sense, especially when income is the goal.

Corrections & Amplifications: About 2,500 of Philip Morris’ 80,000 global employees are in the U.S., and the company sells oral nicotine pouches and machine-rolled cigars made by its subsidiary Swedish Match in the U.S. An earlier version of this column incorrectly said Philip Morris had no U.S. business or manufacturing.

Write to Al Root at allen.root@dowjones.com
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ETFS | FUNDS

In Search of the Best S&P 500 ETF

The SPDR S&P 500 ETF Trust Is the world’s biggest index fund. These two rivals are catching up.


Vanguard Group founder John Bogle in 1995. — Leif Skoogfors/Getty Images

By Ian Salisbury

February 12, 2025


For decades, the $631 billion SPDR S&P 500 ETF Trust has stood astride the world of exchange-traded funds—the oldest, largest fund in a crowded field that now includes thousands of names with trillions of dollars in collective assets.

That’s likely to change sometime in 2025. For years, S&P 500-tracking rivals from investing giants Vanguard and iShares have been attracting investor dollars faster than the SPDR ETF and now seem poised to catch the storied giant, which first started trading in 1993.

To be sure, the differences between S&P 500 tracking vehicles tend to be small. At the same time, these funds sit at the center of many stock-and-bond portfolios. And investors who buy them often hold them for decades, so it’s worth choosing carefully. While the SPDR still offers investors “a pretty good deal,” says Morningstar analyst Daniel Sotiroff, “it isn’t the optimal solution, given the other options available today.”

So why have investors come to prefer upstart funds? Like so much with ETFs, it comes down to cost. SPDR has an expense ratio of 0.09%, which is low by most standards but no longer among the lowest investors can find. Its rivals, the $626 billion Vanguard S&P 500 ETF and the $603 billion iShares Core S&P 500 ETF, both undercut it—they charge investors just 0.03%.

(While Vanguard made headlines for lowering expense ratios on dozens of funds on Feb. 3, its S&P 500 ETF wasn’t on the list.)


For its part, SPDR parent State Street Global Advisors acknowledges the difference. To address concerns about low costs, the firm also offers a companion to the original SPDR fund, the $59 billion SPDR Portfolio S&P 500 ETF, which charges just 0.02%. Between the two funds, which track the same index, State Street can meet all investors’ needs, Matt Bartolini, head of SPDR Americas ETF Research, tells Barron’s. “We’re a one-stop shop,” he says.

Over time, the lower fees, along with a few other subtle differences among the funds, have a small but noticeable impact on investor returns. For the decade ended Jan. 1, the SPDR posted an average annual return of 13.01%, according to Morningstar, compared with 13.06% for both the Vanguard and iShares funds. On a $100,000 investment, that translates into a difference of about $1,900.


Still, while the SPDR may lose its crown as the largest ETF by assets, the fund isn’t going anywhere. In terms of trading volume, SPDR remains the largest S&P 500 ETF by a very long shot. Investors trade nearly 48 million SPDR shares daily on average—compared with less than seven million for either of its two rivals.

That translates into narrow bid-and-ask spreads and deep liquidity, which are far more important than investment fees for large institutions and rapid-fire day traders. Investors who trade options may also prefer the SPDR, because of its use as a reference security for a large pool of options trading. “If you are actively trading, SPY is the better choice,” says Stuart, Fla.–based financial advisor W. Michael Lofley, citing the SPDR’s ticker symbol.

Of course, fund shoppers should consider whether they need to buy an S&P 500 tracking fund at all. The high-profile index is quoted frequently in news reports, and it was the target of the first retail index-tracking traditional mutual fund launched by John Bogle in 1976—the Vanguard 500 Index fund, which today holds $1.4 trillion, dwarfing even the SPDR.


But the storied benchmark only covers the market’s 500 most valuable stocks, so investors who want exposure to all U.S. stocks need to buy additional funds targeting indexes like the S&P MidCap 400 and the S&P Small Cap 600. By contrast, broader funds such as the Vanguard Total Stock Market ETF or the iShares Core S&P Total US Stock Market ETF offer an all-in-one approach.

“If you want to be more targeted, the S&P indexes make sense,” says Aniket Ullal, head of ETF research at CFRA, a research firm. “If you want everything in one fund, go with a total market fund.”

Write to Ian Salisbury at ian.salisbury@barrons.com
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PRECIOUS METALS | THE TRADER

Gold Has Surged. Why Gold Mining Stocks Are a Better Bet.

Gold miners haven’t done poorly, but compared with the metal itself, they’ve underperformed. That’s about to change.


Gold miners haven’t done poorly, but compared with the metal itself, they’ve underperformed. That’s about to change. — Akio Kon/Bloomberg

By Jacob Sonenshine

February 12, 2025


The price of gold has soared, but gold stocks haven’t kept up. And that’s an opportunity for investors to play the catch-up trade in the precious metal’s miners.

Gold has been unstoppable this year—and even longer. The metal traded at its eighth record high of the year on Tuesday, before pulling back to finish the day lower. Still, gold futures have gained 11% in 2025 after rising 27% in 2024, its biggest one-year rise on record.

Gold’s rise hasn’t been driven by the usual U.S. suspects—uncertainty and inflation among them—though they have helped. You have to look beyond America’s borders to find the real reasons. Central banks have been buying gold as they look for ways to diversify out of the dollar after the U.S. and its allies froze Russia’s central bank assets following the invasion of Ukraine. The People’s Bank of China has been a big buyer of the precious metal, as have Turkey, Russia, and Poland. China has even allowed its insurance companies to allocate more of their investments to gold.

Investors, too, have been putting more money into gold. Global investment demand increased 25% in 2024, according to the World Gold Council, with exchange-traded funds dedicated to the precious metal ending the year with two consecutive quarters of inflows. Demand for the physical metal was particularly strong in India and China, which helped offset declines in the U.S. and Europe.

Gold miners haven’t done poorly, but compared with the metal itself, they’ve underperformed. Over the past three years, the VanEck Gold Miners ETF (ticker: GDX), which owns large global producers like Newmont and Barrick Gold, returned just 10% in 2023 and 10.6% in 2024, compared with 12.7% and 26.7% for the SPDR Gold Shares ETF (GLD), which holds physical gold. That has started to change in 2025—Gold Miners has returned 24% to the Gold ETF’s 11%—but there’s still room for the stocks to run.


When the price of gold rises, the stocks should theoretically rise even faster, as earnings expectations rise faster than commodity prices if costs stay relatively unchanged. That means profit margins go up and more money flows to the bottom line. That’s why analysts covering companies in the VanEck ETF have increased their 2025 earnings forecasts by 77% in the past two years, according to FactSet.

The stocks haven’t kept up with earnings, leaving room for a catch-up trade. If the stocks were simply to rise in line with profits, the ETF would trade for around $51, about 23% above a recent $41.47.

READ MORE TRADER

	The Stock Market Survived Inflation Data. Cracks Are Emerging.·

	Southwest Airlines Stock Has Lagged Competitors. Time for a Catch-Up Trade.·

“Gold miners remain a significantly underappreciated equity opportunity as price returns have barely kept up with earnings upgrades,” writes Bhawana Chhabra, senior market strategist at Rosenberg Research. “Underpinned by strong fundamentals and comfortable valuations, this group offers a strong risk-reward profile.”

Gold stocks, despite their gains, really do look like bargains. The VanEck ETF trades at just over 12 times 12-month forward earnings, a 44% discount to the S&P 500’s 22 times, a much wider gap than the 10-year average of 20%. Narrowing the price/earnings gap to that average discount would bring the ETF up to just over 16 times, landing it, once again, at $51.


All the mining stocks need now is for investors to feel confident that gold prices will remain near current levels or trade higher. The market is nearing that point as gold closes in on $3,000 an ounce. And now that the stocks have started moving, it’s likely investors will be willing to pay higher multiples to own them.

Gold is great, but it’s now time for gold-mining stocks to shine.

Write to Jacob Sonenshine at jacob.sonenshine@barrons.com
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OPTIONS | STRIKING PRICE

The Markets Trust Trump. How to Trade It.

This options trade reflects the view that investors will soon realize that Trump is good for all stocks, not just a select few.


By Steven M. Sears

February 12, 2025


The stock market appears to have entered a Trust in Trump phase on Super Bowl Sunday. Rather than opening lower Monday after President Trump surprisingly revealed steel tariffs en route to the game, investors shrugged it off and stocks rallied.

Tuesday began with some stock weakness that pundits pinned on those tariffs, but it probably had more to do with global trading patterns and pending inflation data.

The market movement was reminiscent of sentiment shifts during the 2007-09 financial crisis. Back then, investors who understood that the widespread fear of financial Armageddon was misplaced made a lot of money, as the world’s governments couldn’t let that happen. Anyone who recognized that fact took part in a generational moneymaking opportunity.

It’s premature to conclude that Trump’s second administration is a profound wealth-creation event like the aftermath of the financial crisis. But it does seem that investors are starting to realize that Trump isn’t an existential threat. In fact, he may just be a generator of tradable volatility for stocks and indexes.

If so, investors could develop a broad comfort with the U.S. stock market—one that extends beyond the handful of Big Tech names that seem able to withstand trade wars and other Trump eruptions that could disrupt the market’s equilibrium.


If this view proves accurate, the SPDR S&P 500 exchange-traded fund (ticker: SPY), at a recent $605, should bounce higher after having struggled in recent sessions to decisively rally.

Anyone who believes a breakout is imminent could buy the ETF’s March $610 call option and sell its March $595 put option. The risk-reversal strategy—that is, buying a call and selling a put with a similar expiration but lower strike price—reflects the view that the market will soon realize that Trump is good for all stocks, not just a select few.

The strategy monetizes the fear premium now baked into S&P 500 put prices, with so many investors buying puts in anticipation of a stock market decline.

If the ETF is at $630 at the March expiration, the call is worth $20. If our bullish view is wrong, investors must buy the exchange-traded fund at $595 or adjust the position to avoid assignment.

Though the suggested ETF trade is simple, it is predicated on a substantive change in investor behavior and perceptions.


Since Trump’s election, many investors have spent even more than before buying stocks with defined risk and reward characteristics, such as plays on artificial intelligence or finance. Those stocks are considered somewhat immune from standard market concerns, including inflation, trade wars, and even interest rates, which can oppress broad-based indexes.

The demand for macro-proof stocks, especially from hedge funds and retail investors, has created pockets of sharp outperformance in the U.S. market as the broader market has lagged behind.

So far this year, for instance, the S&P 500 ETF is up 3.2%, compared with 6.4% for both the Financial Select Sector SPDR ETF (XLF) and the Health Care Select Sector SPDR ETF (XLV).

The S&P 500’s performance compares even less favorably to some top China proxies. The iShares China Large-Cap ETF (FXI) is up 10% this year, while Alibaba Group Holding and PDD Holdings are up 33% and 21%, respectively.

Our view on Trump remains the same—that maximum power creates maximum volatility, and that the president’s lack of deference toward Wall Street could keep stocks from quickly recouping any losses.


Should that come to pass because Trump’s policies backfire, the Federal Reserve will likely once again lower interest rates to unusually low levels, jump-starting the financial engines of the world’s largest economy.
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MARKETS | INSIDE SCOOP

Huge Pension Buys Super Micro, Palantir, and Target Stock. It Sold Chipotle.

South Korea’s National Pension Services, which managed $720 billion as of the end of 2023, disclosed the moves in a filing with the SEC.


Ed Lin

February 9, 2025


One of the largest public pensions in the world made major changes in its holdings of U.S.-traded stocks, including two volatile tech names.

South Korea’s National Pension Service initiated a position in Super Micro Computer stock, increased stakes in Palantir Technologies and Target, and sold Chipotle Mexican Grill shares in the fourth quarter. NPS, as the pension is known, disclosed the stock trades, among others, in a form it filed with the Securities and Exchange Commission.

NPS, of Jeonju, South Korea, didn’t respond to a request for comment on the investment changes. As of Dec. 31, 2023, it managed $720 billion of assets.

Super Micro has been a volatile stock, even by tech standards. Shares of the server maker ended 2024 with a 7.2% gain, compared with a 23% rise in the S&P 500 index, but that is far from the whole story.

Super Micro stock traded for as much as $122.90 in March, for a year-to-date gain of more than 300%, then crashed to $17.25 in November, swinging to a year-to-date loss of about 40%. They ended the year at $30.48. So far in 2025, shares are up 19%, while the S&P 500 is up 2.5%.


Investor enthusiasm for artificial intelligence—and the rapid construction of data centers to meet it—powered Super Micro stock in 2023 and early 2024. The stock topped out in March as the company joined the S&P 500.

But by late August, short seller Hindenburg Research slammed the company in a report, alleging “glaring accounting red flags, evidence of undisclosed related party transactions, sanctions and export control failures, and customer issues.” Super Micro told us at the time that it doesn’t comment on “rumors and speculation,” but shares began to drop. The day after the Hindenburg report, management said it would delay filing its form 10-K for the year through June 30, saying it needed more time to check the effectiveness of its internal controls over financial reporting.

In September, Nasdaq notified the company that it wasn’t in compliance for continued listing due to late filings of its earnings. And Super Micro’s auditor, Ernst & Young, resigned in October.

Things turned around in November after Super Micro filed a plan to continue its Nasdaq listing. It got a new auditor that month, too, while Hindenburg Research closed in mid-January.

NPS bought 949,220 Super Micro shares in the fourth quarter. It hadn’t owned any at the end of September.


The pension bought 1.9 million Palantir shares to end the fourth quarter with 4.9 million shares.

Palantir had a banner 2024. The data-analytics firm joined the S&P 500 in September, and was added to the Nasdaq 100 index in December, after moving its listing to Nasdaq stock exchange from the New York Stock Exchange. Joining the two indexes not only raised Palantir’s public profile, but also helped bolster shares, as funds that track the S&P 500 and Nasdaq 100 bought Palantir stock to adjust their holdings. A strong earnings report in February lifted Palantir stock.

Palantir stock soared 78% in 2024, and so far in 2025 it is up 47%.

Target stock slipped 5% in 2024, and so far it is down 2.8% in the new year.

Target reported a disappointing third quarter in November, sending shares of the retailer tumbling 22% to $121.72. Preparing for a port strike, and softer demand for discretionary products, also weighed on the bottom line. Holiday sales, reported in January, showed a rebound.


The pension bought 488,350 Target shares to lift its stake to 1.5 million shares at the end of the fourth quarter.

NPS sold 609,580 Chipotle shares in the fourth quarter to cut its investment to 3 million shares.

Chipotle lost CEO Brian Niccol in August when he left the burrito chain to helm Starbucks. The company reported a mixed fourth quarter in February; earnings beat expectations, but the top line missed. Also, Chipotle trimmed guidance for same-store sales this year.

Chipotle stock rose 32% in 2024. So far in 2025, it is down 5%.

Inside Scoop is a regular Barron’s feature covering stock transactions by corporate executives and board members—so-called insiders—as well as large shareholders, politicians, and other prominent figures. Due to their insider status, these investors are required to disclose stock trades with the Securities and Exchange Commission or other regulatory groups.

Write to Ed Lin at edward.lin@barrons.com and follow @BarronsEdLin.
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The Bold Move That Would Give Americans the Retirement Security They Crave

Voters want meaningful action to ensure their financial futures. President Donald Trump can give it to them, Zach Buchwald writes in a guest commentary.


Illustration by Jason Allen Lee

By Zach Buchwald

February 5, 2025


About the author: Zach Buchwald is chairman and CEO of Russell Investments.

• • •

Most Americans believe that they are becoming worse off financially. This worry is typically reported as a measure of “sentiment,” but there are facts as well as feelings behind it. Big-ticket items such as housing, higher education, and child-care are, in fact, much more expensive today. The system is getting harder for rising generations, and the hardest change is still yet to come.

The long-term decline of the corporate pension (which provides lifetime income) in favor of the 401(k) (which is really just a pot of savings) will be the straw that breaks the camel’s back. The weakening of pensions as a source of stability later in life has been gradual, but its full impact will hit our economy as the 401(k) generation begins to retire this year. This cohort of workers will be the first to rely entirely on self-funded accounts, and the vast majority don’t have nearly enough saved. The inevitable result will be a wave of elderly people with years left to live, but who run out of money.

Stable retirement should be central to American exceptionalism—the belief that hard work leads to comfortable golden years. But for decades, our retirement system has been a blind spot. Too many Americans rely on Social Security, which was never designed to be a comprehensive solution. It was designed as a safety net when the average American life expectancy at birth was under 65.


Our approach today assumes that most workers have access to good workplace retirement plans (they don’t) and that they’ll start saving early (they really don’t). By the time most Americans begin meaningful retirement contributions, the crucial years for compound growth have vanished.

Here’s where President Donald Trump can deliver meaningful change. Working families voted for financial stability, and Trump in turn put economic security at the center of his agenda. One of the most direct ways he can restore the American dream is by improving our retirement outcomes.

My proposal is that we create a national retirement savings program. It would combine the best features of existing plans, like the tax-free investment gains of a Roth IRA and the ultra-low-fee investment options in corporate 401(k)s. What’s most important is that we provide it to everyone. At the start, we would create accounts for all young Americans and kick-start them with a $1,000 initial investment for every new high school graduate. The initial contribution would be restricted from early withdrawal (it’s not a handout) and will bring with it tax incentives for people to make their own contributions. Even with modest personal contributions, accounts could compound to half a million dollars by retirement. These plans would help bridge the gap with other savings vehicles such as Social Security to create substantial, tax-advantaged nest eggs.

The beauty here is that it is simple and efficient. And the government’s commitment would be shockingly inexpensive. With 3.7 million annual high school graduates, the cost would be less than $5 billion annually, a fraction of most government programs (Social Security for context is $1.3 trillion.) The vast majority of funding over time will come from the individuals themselves, driven by the power of market returns. In this way, national retirement accounts would represent a new model for government programs—one that is less reliant on entitlement and more focused on self-sufficiency and private-sector partnership. It would also provide consistent flows into the markets, and could be directed to support U.S.-based companies.

There is a lot of precedent. Australia and other countries have mandatory retirement-investing programs that begin as soon as you start work. In the U.S., a few states have created the framework for universal plan access. (Washington state, where I live, is completing a universal retirement plan for all uncovered workers across the state.) But these programs tend to lack the individual incentives needed for long-term success.


Our solution would work on both an individual and a systemic level. Savers would have the incentives and framework to create a substantial nest egg over time. We would demystify investing so new graduates could learn sound financial habits. And while young people are building their financial stability, they would put their money to work in the markets and help drive economic growth.

This is a bold move that would make meaningful progress on the biggest problem coming for the next generation, and it wouldn’t cost a lot of money. And it speaks directly to what voters want from President Trump: meaningful action that will enhance their financial futures.

Guest commentaries like this one are written by authors outside the Barron’s newsroom. They reflect the perspective and opinions of the authors. Submit feedback and commentary pitches to ideas@barrons.com.
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Shrinking Market

Few parts of the country aren't reached by some kind of cell tower service.
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The Main Players

Satellite cellphone companies are using different strategies to provide coverage.

Constellation Size

Company Partners 2025E Ultimate Size
SpaceX Starlink el ApEl, 750 40,000
Rogers

AT&T, Verizon,

AST SpaceMobile Vodafone 20 250
Apple/Globalstar 24 N/A
Amazon.com N/A 3,200

Note: E=estimate
Sources: FCC, company reports
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Better Together

Shares of Capital One and Discover are both up sharply since they announced plans
to merge in 2024.
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Surging Sales
Annual sales of registered index-linked annuities have been climbing each year.
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Key data

Headquarters Secaucus, N.J.
Recent Price $131.59
52-Week Change 48.5%

Market Value (billion) $6.4

2025E Sales (billion) $1.2

2025E Net Income (million) $87

2025E EPS $1.59

2025E P/E 82.8

Note: E=estimate
Source: Bloomberg
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The New Card King

Capital One and Discover would overtake JPMorgan to become the country's
largest card issuer.

Outstanding Credit-Card Loan Balance
$300 billion

Capital One / JPMorgan American Citi Bank of America
Discoverx Chase Express

Note: Data as of June 30, 2024. «J.P. Morgan Securities estimate for Capital One and Discover
after merger is completed.

Source: Nilson Report
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Neck and Neck
How four S&P 500 Index ETFs compare.

Fund / Ticker Assets (billion)
SPDR S&P 500 Trust/

SPY $631
Vanguard S&P 500 /

VOO 626

iShares Core S&P 500/

v 603
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/SPLG

10-Yr Annualized
Return

13.01%

13.06

13.06

13.04%

Expense Ratio

0.09%

0.03

0.03

0.02

Note: Total return through Dec. 31, 2024; xPrior to 2020 SPLG tracked a different index

Source: Morningstar
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Low Spirits

Investors in shares of beer, wine, and liquor companies are underperforming the
market.
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Thumbs Down

A growing number of Americans think even moderate drinking is bad for your
health.

% Bad for your health
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Note: Responses to the question "Do you, personally, think drinking in moderation—that is, one
or two drinks a day—is good for your health, makes no difference, or is bad for your health?"
Those who said it is good for your health or makes no difference aren't shown.

Source: Gallup
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Pour Loser

Overall alcohol sales fell 0.8%, to $112 billion, last year. Pockets of growth, like ready-
to-drink cocktails, weren't large enough to offset volume and dollar declines in core
categories.
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