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MARKETS REACH NEW HIGHS IN AUGUST  

 

Market Return Data (as of 08/31): Bloomberg 

 
• Markets Advanced in August – Markets 

delivered robust performance in August. The S&P 

500 climbed 2%, reaching an all-time high and 

closing above 6,500 for the first time. Small-cap 

stocks led the way, with the S&P 600 surging 7% 

amid optimism following Fed Chairman Jerome 

Powell’s indication of a potential federal funds rate 

cut in September. Additionally, declining interest 

rates boosted bond prices with the Barclays 

Intermediate Gov/Credit Index returning 1.22%. 

• Economic Growth Revised Higher – The U.S. 

Department of Commerce reported the economy 

grew at a faster than expected rate in the second 

quarter, with gross domestic product (GDP) rising 

3.3%, up from the previously estimated 3%. GDP, 

which measures the total value of goods and 

services produced in the U.S., saw upward 

revisions driven by increased business investment 

and consumer spending. 

• Inflation Remained Steady – Inflation, as 

measured by the personal consumption 

expenditures (PCE) price index, held steady at 

2.6% year-over-year in July, aligning with 

consensus expectations. Core PCE, which 

excludes volatile food and energy prices, rose 

2.9% year-over-year, matching forecasts but 

slightly up from June’s 2.8%. Overall, July’s PCE 

data met expectations, supporting the Federal 

Reserve’s consideration for a rate cut in 

September. 

• Existing Home Sales Jumped – As mortgage 

rates eased and home price growth slowed, 

existing home sales jumped 2% in July. Investor 

activity, particularly purchases of vacation homes 

or properties for renting or flipping, supported 

sales. According to Realtor.com, more than 20% 

of home listings received a price reduction in July. 

In certain regions, especially the Sunbelt, average 

home prices declined amid cooler economic 

conditions and builders have constructed more 

homes. 

• U.S. Government Takes Stake in Intel – The 

U.S. government acquired a 10% stake in Intel by 

converting $8.9 billion in CHIPS Act grants into 

equity. The agreement includes a warrant to 

purchase an additional 5% if Intel loses majority 

control of its foundry business. While the 

government won’t take a board seat or influence 

operations, the move is part of a broader push to 

strengthen domestic semiconductor production 

 

 
Monthly 
Return 

Year-  
to-Date 
Return 

1-Year 
Return 

S&P 500  
Large Cap  

2.03% 10.78% 15.85% 

S&P  
Midcap 

3.39% 5.27% 6.84% 

S&P  
Small Cap 600 

7.06% 3.21% 3.46% 

MSCI EAFE  
(Dev. Foreign) 

4.28% 23.36.% 14.55% 

MSCI Emerging 
Markets 

1.46% 19.59% 17.61% 

Barclay’s 1-3 Year 
Gov’t Bonds 

0.88% 3.67% 4.41% 

Barclay’s Gov’t  
Credit Bonds 

1.22% 5.26% 4.70% 



Continued >> 
 
 
 
 

 
 

Please see reverse side for important disclosure information. 

 

  

 

  

 

 

 

 

 

 

  

 

 

 

 

 

 

 

THE WEALTH EFFECT

The  wealth  effect  refers  to  the  tendency  of  households  to  spend  more  as  their  perceived  wealth  increases  —
typically through rising stock and real estate values.  Stock  market  equity ownership has expanded and portfolio

values have grown, this effect has become a far more important driver of the economy. Since consumer spending

makes up about 70% of U.S. GDP,¹ changes in household wealth can significantly impact overall economic growth.

Equity ownership has grown meaningfully over the last several decades. In 1987, during the Black Monday crash,

only about 25% of U.S. households owned stocks² and the broader economic fallout was limited. Today, over 60%

of households are invested,³ making the stock market deeply embedded in daily financial life. The wealth effect,

once a secondary influence, is now a key economic force.

Recent  data highlights just how  much the relationship between  the stock market and  household net worth  has

strengthened.  The  chart  below  from  The  Compound  Media  shows  the  R-squared—a  statistical  measure  of

correlation—between changes in the S&P 500 and household net worth by decade. An R-squared of 1.0 indicates

a perfect correlation. In the 2020s, this measure reached 0.82,  the highest on record, meaning that over 80% of

the  change  in  household  wealth  can  be  explained  by  movements  in  the  stock  market.  For  comparison,  the  R-

squared in the 1980s was just 0.33, underscoring how much more closely tied household wealth has become to

market performance over time.

In  simple  terms,  household  wealth  now  closely  tracks  the  stock  market.  For  investors,  this  reinforces  the

importance  of  thoughtful  portfolio  construction  and  staying  disciplined  through  market  cycles. As  stock  market

performance  increasingly  drives  both  personal  finances  and  broader  economic  trends,  as  an  investor,

understanding the wealth effect has never been more important.



 
 

 
 

 

 

 

 
Associated Bank and Associated Bank Private Wealth are marketing names AB-C uses for products and services offered by its affiliates. Securities and investment advisory services are offered 

by Associated Investment Services, Inc. (AIS), member FINRA/SIPC; insurance products are offered by licensed agents of AIS; deposit and loan products and services are offered through 

Associated Bank, N.A. (ABNA); investment management, fiduciary, administrative and planning services are offered through Associated Trust Company, N.A. (ATC); and Kellogg Asset 

Management, LLC® (KAM) provides investment management services to AB-C affiliates. AIS, ABNA, ATC, and KAM are all direct or indirect, wholly-owned subsidiaries of AB-C. AB-C and its 

affiliates do not provide tax, legal or accounting advice. Please consult with your advisors regarding your individual situation. 

This market commentary is for informational purposes only. It discusses general market activity, industry or sector trends, or other broad-based economic, market, or political conditions. The 

views, opinions, estimates, and projections are as of the date of publication and are subject to change without prior notice. Readers should not consider it analysis upon which to make investment 

decisions or recommendations of strategies or particular securities. Instead, they should consult with their investment professional regarding their particular circumstances.  

Contents herein have been compiled or derived in part from sources believed to be reliable, but we do not guarantee its accuracy, completeness, or fairness. We have relied upon and assumed 

without independent verification, the accuracy and completeness of all information available from public sources.  

There can be no assurance the forecasts will be achieved. Past performance does not guarantee future results.  

All trademarks, service marks and trade names referenced in this material are the property of their respective owners. (9/25) W411050 

 

¹ U.S. Bureau of Economic Analysis (BEA), consumer expenditures as a percentage of GDP 

² Visual Capitalist, American Stock Ownership by Share of Financial Assets, 2024 

³ Gallup, Stock Ownership by Americans, May 2025 

 

 

 

 


