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S&P 500 Makes a New All-Time High and a Look at Housing
· Stocks had another great week, closing at a new all-time high on Friday for the first time since February 19.
· After being down nearly 20% at the April lows, this was one of the quickest rebounds in history.
· The good news could continue, as July historically is one of the best months of the year and when June and July are both higher, the final six months do extremely well.
· The Case-Shiller Home Price Index fell for the second month in a row in April amid rising inventories, high mortgage rates, and falling affordability.
· Household balance sheets remain in good shape with relatively low borrowing, high home equity levels, and an added boost from a strong stock market.
· Strong household balance sheets will help mute the impact of home price declines, but balance sheets are becoming increasingly tied to stock market performance.
New Highs Are Here
What a wild ride 2025 has been and it is only halfway over! After being down nearly 20% at the lows in April, stocks have staged one of the largest reversals ever and on Friday moved back to new highs. 
We’ve been pounding the table since late April that a big rally was likely, but even we’ve been surprised at how quickly new highs are here, but we aren’t complaining. Many have what we call a fear of heights when it comes to new highs. New highs are one of those things that might seem scary but aren’t nearly as scary in reality.  
Friday marked the 1,245th new all-time high for the S&P 500 since 1957 (when it became 500 stocks). This means there’s a new high about 7.2% of all days or once every 14 trading days. That is pretty much a new high every three weeks, give or take, and they tend to come in rough clusters that can last years or even decades.
In other words, there are always worries out there and reasons to be fearful, but new highs just aren’t one of them. As we show below, new highs happen way more than you probably realize and they are perfectly normal. Yes, someday we will see a major peak in stocks and it’ll be the last new high for a long while, but the good news is we don’t think that day is today.
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July Is a Strong Month
After gaining nearly 6% in May, for the best May since 1990, the S&P 500 is following it up with a very solid June (with one day to go the index is up more than 4%). The good news is July tends to be a very strong month for stocks and we don’t think this year will be any different, as this surprise summer rally continues. 
In fact, July is the very best month of the year in a post-election year, the second best the past 10 years, and again the best over the past 20 years. 
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Adding to the fun, July has been higher an incredible 10 years in a row, only one away from tying the longest July win streak ever from the ‘40s and ‘50s.
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What caught our attention is the month of June historically hasn’t been very strong, but neither has May for that matter. So what has happened when both of these historically weak months are in the green (like 2025)? The answer is good things for the bulls. 
July actually does better when May and June are higher, but it is the final six months that really stand out, as these months have finished higher an incredible 15 out of the past 16 times and up nearly 9% on average (in half a year). The bottom line, we see reasons to expect this bull market to continue and the strength the last two months only further confirms this.
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Will Falling Home Prices Wreck Household Balance Sheets?
The Case-Shiller National home price index fell 0.4% month over month in April, the second consecutive month of declines following the 0.3% decline in March. Note that the Case-Shiller index is actually a three-month average, and so the April index prices are an average of February, March, and April. That means the actual monthly decline in April alone is larger than the three-month average.
The national home price index is now up 2.7% over the last year, which is below the 3.4% expected. A year ago, home prices were up 6.4%, and back in December prices were up 4% trailing year, so this is a fairly sharp deceleration and it’s really about rising inventories. Inventories were the reason why prices rose in 2023–2024 despite falling home affordability. Inventories were low, and that drove prices higher. That's no longer the case.
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Looking at the top 20 cities, prices rose in just four of them, mostly in the Midwest (Cleveland, Detroit, Chicago) and New York. A couple of cities are now seeing a year-over-year price drop (Tampa (-2.2%) and Dallas (-0.3%)). But you're seeing a sharp deceleration in the year-over-year pace from one year ago (April 2024) across the board, with San Diego, Miami, LA, Tampa, and Charlotte topping the list.
Prices are more than 2% off their peak levels in 8 of the 20 cities, with San Francisco seeing prices 7.5% below peak levels, followed by Denver (-2.8%) and Tampa (-2.7%).
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Inventory Rising and Home Prices Easing
Higher home prices are good for homeowners unless you want to move to another home (because that home is also more expensive) with a higher mortgage rate. Of course, this can go on for only so long. If you have to move, you have to move, and this year we’re starting to see supply increasing. The inventory of existing homes (which widely outnumber new homes) is at 1.54 million as of May 2025, up 20% from a year ago. But inventory is still low relative to history—it’s down 12% from average 2019 levels. 
However, if you normalize inventory by sales (months of supply at the current sales pace), inventory looks normal. The current months of supply is now at 4.6, which is in the normal range of 4–6 months of supply.
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Rising inventory, and normalization, is why home prices are now pulling back. Home prices have historically been inversely correlated with inventory levels. Over the last 25 years, we’ve seen that as inventory pulls back, home prices generally rise, and as inventory rises, home prices ease. 
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In addition to more supply, demand has been falling. No surprise that it's being driven by low affordability due to higher home prices and higher mortgage rates. Here’s a comparison of monthly mortgage payments at different times, assuming 20% down, prevailing mortgage rate, and median home price:
· Jan 2021: $990
· Jun 2022: $1,880
· Jun 2024: $2,250
· May 2025: $2,210
Affordability has hardly improved over the last two years. Keep in mind that in 2021–2022, wage growth was running around 5–6%, but that’s pulled back to below 4% now (using the Employment Cost Index). Meanwhile, mortgage rates have gone in the other direction. Also, the median home price has increased by 49% over the last five years.
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Housing, or residential investment, makes up just 4% of GDP, but it’s amongst the most cyclical parts of GDP and can drive changes in GDP growth (up or down). Also, keep in mind that homes are important even beyond the direct impact on GDP growth via new building. It also drives household formation and is an important source of wealth, especially for lower income groups.
However, we now have a potentially toxic combination of:
· High interest rates, with mortgage rates running close to 7%
· Extremely poor home price affordability
· Rising home inventory and a pullback in home prices
· A weakening labor market, with easing wage growth (running well below mortgage rates)

This is not to say we’ll get an immediate economic crash, but there’s a slow burn happening, with risks increasing. But it's worth discussing how large these risks are (or are not).
Consumer Balance Sheets in Good Shape
Here's a chart we've been sharing for a few years now, showing how consumer balance sheets are in really good shape (in aggregate). As of 2025 Q1, net worth as a percent of disposable income is 740%, up from 688% at the end of 2019. 
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There are 3 reasons for the increase in household net worth over the last five years.
First, lower debt. Liabilities as a percent of disposable income has dropped (thanks to low mortgage rates in 2020–2021) to 93%. It was 101% at the end of 2019, and 137% just before the financial crisis in 2007. That's one reason why the 2008–2009 recession was as bad as it was—households were much more levered and when unemployment rose and home prices fell, everything crashed.
Second, rising home prices. Real estate assets are now at 215% of disposable income. That's up from 183% at the end of 2019, and close to the 219% we had back in 2007, except now it's happened without households taking on as much leverage.
Third, rising stock prices. Equity holdings as a percent of disposable income is at 250%. That's up from 210% at the end of 2019, and 160% in 2007. Even at the height of the dot-com bubble in 1999, equity holdings as a percent of disposable income was 160%. Note that this is somewhat offset by a falloff in defined benefit pension entitlements, from 99% in 2019 to 73% in 2025 Q1.
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Will Falling Home Prices Hit Consumers Hard?
There's really two questions here that need to be answered to understand how much consumer balance sheets could potentially be hit by falling home prices.
First, assuming home prices fall, how much will they fall? As discussed above, inventory is rising, which is why there's downward pressure on home prices. Demand is also down amid poor affordability, but supply is also relatively low. That should prevent huge home price declines, like the kind we saw back during the housing crash. The Case-Shiller National home price index declined by a cumulative 26% between 2007 and 2012—it's unlikely we see anything of that magnitude in this cycle.
Second, how levered are households? The greater the leverage, the harder the crash (like in 2008-2009). As I noted above, aggregate liabilities as a percent of disposable income are running at the lowest levels since the late 1990s. This is not to say there won’t be a hit to consumer balance sheets, but the impact is likely to be less, especially if home price declines are on the milder side.
Keep in mind that households already have a significant amount of home equity, not to mention the fact that most households (at least those who bought or refinanced prior to 2022) have mortgage payments less than 8-12% of household income (on average). Mortgage service payments (and mortgages are the bulk of household liabilities) are running less than 6% of disposable income. That's below what we saw in 2019, and that came at the end of a deleveraging cycle when households were trying to rebuild their balance sheets after the Great Recession (when stocks and home values crashed).
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What could upset the apple cart? A bear market
But a bear market, and especially a sustained one, would be extremely detrimental to household balance sheets. As I discussed above, the biggest driver of net worth over the last five years has been rising stock prices. Some of this has gone to offset the fact that defined benefit pension plans have greatly declined, with business focusing more on defined contributions to retirement accounts instead. Equities make up over a third of net worth as a percent of disposable income. That's massive.
But it also means that a sustained bear market could send things the other way. Obviously all of this feeds on itself, and we could end up in a vicious cycle of:
· Rising unemployment ->
· Falling aggregate income ->
· Lower spending ->
· Lower profit growth, if not an outright decline ->
· Bear market ->
· Weaker household balance sheets (including from falling home prices) ->
· Lower spending ->
· Lower revenues and hiring -> Back to top
Once the process starts, it can feed on itself. An external catalyst is needed to put sand into the gears of this negative feedback loop so it can’t get going, whether it’s rate cuts (which should boost housing earlier than any other sector) or fiscal support.
Right now, this kind of vicious cycle is not our base case, which is not to say we won't have market volatility. But for stock prices to really damage household balance sheets, we would need to see a sustained bear market that lasts a lot longer than recent bear markets (or near bear markets where the S&P 500 just misses 20% drawdown).

This newsletter was written and produced by CWM, LLC. Content in this material is for general information only and not intended to provide specific advice or recommendations for any individual. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and may not be invested into directly. The views stated in this letter are not necessarily the opinion of any other named entity and should not be construed directly or indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within the markets mentioned, opinions are subject to change without notice. Information is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed. Past performance does not guarantee future results. 

S&P 500 – A capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries. 

The NASDAQ 100 Index is a stock index of the 100 largest companies by market capitalization traded on NASDAQ Stock Market. The NASDAQ 100 Index includes publicly-traded companies from most sectors in the global economy, the major exception being financial services. 

The views stated in this letter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be construed directly or indirectly as an offer to buy or sell any securities mentioned herein.  Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance of any investment and does not take into account the effects of inflation and the fees and expenses associated with investing. 

A diversified portfolio does not assure a profit or protect against loss in a declining market. 
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S&P 500 New Highs Are Quite Common

Make That 1,245 New All-Time Highs For The S&P 500 (SIince 1957 When It Became 500 Stocks)
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The Summer Rally Should Continue
S&P 500 Index Average Monthly Returns (1950 - 2024)
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Stocks Have Gained In July 10 Years In A Row
S&P 500 Win Streaks The Month Of July (1928 - Current)
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Year Return In May Return in June July Q3

Final 6 

Months

Next 12 

Months

1988 0.3% 4.3% -0.5% -0.6% 1.5% 16.3%

1993 2.3% 0.1% -0.5% 1.9% 3.5% -1.4%

1995 3.6% 2.1% 3.2% 7.3% 13.1% 23.1%

1996 2.3% 0.2% -4.6% 2.5% 10.5% 32.0%

1997 5.9% 4.3% 7.8% 7.0% 9.6% 28.1%

2003 5.1% 1.1% 1.6% 2.2% 14.1% 17.1%

2004 1.2% 1.8% -3.4% -2.3% 6.2% 4.4%

2009 5.3% 0.0% 7.4% 15.0% 21.3% 12.1%

2014 2.1% 1.9% -1.5% 0.6% 5.0% 5.2%

2016 1.5% 0.1% 3.6% 3.3% 6.7% 15.5%

2017 1.2% 0.5% 1.9% 4.0% 10.3% 12.2%

2018 2.2% 0.5% 3.6% 7.2% -7.8% 8.2%

2020 4.5% 1.8% 5.5% 8.5% 21.2% 38.6%

2021 0.5% 2.2% 2.3% 0.2% 10.9% -11.9%

2023 0.2% 6.5% 3.1% -3.6% 7.2% 22.7%

2024 4.8% 3.5% 1.1% 5.5% 7.7% ?

2025 6.2% ? ? ? ?

1.9% 3.7% 8.8% 14.8%

2.1% 2.9% 8.7% 15.5%

68.8% 81.3% 93.8% 86.7%

Average 1.3% 0.7% 4.8% 9.2%

Median 1.3% 2.5% 6.2% 9.9%

% Positive 60.0% 61.3% 72.0% 73.0%

All Years Since 1950

Source: Carson Investment Research, FactSet 06/22/2025

@ryandetrick



If Higher In May And June, The Rest Of The Year Does Very Well

S&P 500 Performance After Green In Both May And June (Since 1988)

S&P 500 Future Returns

Average

Median

% Higher


image5.png
Home prices start to pull back as inventory rises

Case-Shiller National Home Price Index
{Month-over-Month Change)
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ver-Month Change ‘ear Change Year-over-Year Change % Off Peak Price

Home Price Changes for Top 20 Cities

(April 2025) (April 2025) (April 2024)
Cleveland-Elyria-Mentor, OH 0.3% 52% 85% 0.0%)
Detroit-Warren-Livonia, Mi 0.1% 55% 7.2% 0.0%)
Chicago-Joliet-Napenville, IL MD 0.3% 6.0% 8:8% 0.0%)
New York, NY 06% 7.9% 9.8% 0.0%)
Atianta-Sandy Springs-Marietta, GA 0.1% 21% 56% 0.1%)
Washington-Arlington-Alexandria, DC-VA-MD-WV' 0.1% 43% 65% 0.1%)
Charlotte-Gastonia-Rock Hill, NC-SC 0.0% 24% 7.4% -0.3%)
Las Vegas-Paradise, NV 02% 41% 82% 0.3%)
Minneapolis-St. Paul-Bloomington, MN-WI 0.4% 24% 28% -0.5%)
Miami-Fort Lauderdale-Pompano Beach, FL. 02% 14% 82% 0.9%)
Boston-Cambridge-Quincy, MA-NH NECTA 0.4% 38% 7.9% 0.9%)
Los Angeles-Long Beach-Santa Ana, CA 1% 25% 84% -1.2%)
Dallas-Fort Worth-Arlington, TX 06% 03% 3.4% 2.0%
'San Diego-Carlsbad-San Marcos, CA 06% 10% 10.1% 2.1%)
Portland-Vancouver-Beaverton, OR-WA 08% 07% 19% 2.3%
Seattie-Tacoma-Bellevue, WA 09% 3.0% 75% 2.4%
Phoenix-Mesa-Scottsdale, AZ 09% 13% 48% -2.5%
Tampa-St. Petersburg-Clearwater, FL 0.0% 22% 36% 27%
Denver-Aurora-Broormfield, CO 08% 07% 19% 2.8%)
'San Francisco-Oakland-Fremont, CA 12% 0.1% 45% 7.5%
Data source: Carson Investment Research, Bloomberg 062412025 @sonusvarghese

Data calculated using seasonally adjusted indices
< CARSON
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Inventory of existing homes has normalized (relative to
demand)

Existing Home Sales Inventory
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Low inventory tends to push home prices up, and vice
versa

Home Prices vs Inventory (January 1999 - April 2025)
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Home affordability has crashed

Monthly Mortgage Payment For Median Existing Home
(With 20% Down and Average 30-Year Fixed Rate Mortgage)
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Household balance sheets are in good shape right now

Household Balance Sheets: Assets, Liabilities and Net Worth
As Percent of Disposable Income
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Rising home prices and stock prices boost households

Household Real Estate Assets
As Percent of Disposable Income
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Mortgage service payments remain at relatively low
levels

Mortgage Debt Service Payments
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