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“If you do not change 
direction, you may end up 
where you are heading.”

―Lao Tzu



I mentioned that we started out as 
an agricultural society. We started 

out as a society with high promises, 
and we didn’t deliver on them very 
well. We’re always in the process of 
change. We’ll always find all kinds 
of things to criticize in the country, 
but the luckiest day in my life is the 

day I was born [because] I was 
born in the United States.

We’ve gone through great 
recessions, we’ve gone through 

world wars, we’ve gone through the 
development of an atomic bomb 

that we never dreamt of at the 
time I was born, so I would not get 
discouraged about the fact that it 
doesn’t look like we’ve solved every 

problem that’s come along. If I 
were being born today, I would just 
keep negotiating in the womb until 
they said you can be in the United 

States.

- Warren Buffett, 05.03.2025



A Look Back - Turbulent H1

Mid-Year 2025 Update



It was quite the roller-coaster ride in the first half of 2025, though Value 
stocks held up marginally better during the April plunge. Happily, even as 

Small-Cap Value stocks were in the red for H1 with the Russell 2000 index off 
4.2%, the large-cap-dominated Russell 3000 Value index enjoyed a V-shaped 

recovery that propelled the benchmark to decent gains for the period.



“Fear cannot be banished, but 
it can be calm and without 

panic; it can be mitigated by 
reason and evaluation.”

– Vannevar Bush



Tariffs





Certainly, we won’t mind if we must save the graphic below from April 7, 2025, to prove 
that there was a Bear Market this year, but the official record of declines of 20% or more is 

based solely on closing index levels. Of course, given that one trades when the markets are 
open, a drop on an intraday basis of 20%+ qualifies as a Bear Market by our way of thinking.



Although we have long believed that uncertainty is the friend of the buyer of long-term value, it often is 
the enemy of short-term-oriented traders. And, given the draconian tariffs announced on 04.02.25 by 
President Trump, we have uncertainty in spades. To be sure, Corporate America in the fullness of time 
has long proved adept at navigating tariffs, supply-chain issues, regulations, inflation and recessions, 

but the S&P 500, Nasdaq Composite and Russell 3000 indexes all pierced the Bear Market level intraday 
on April 7 and April 8, while the average stock in the Russell 3000 and Russell 3000 Growth indexes 

entered a Bear Market on a closing basis.



Tariffs have long been part of the global landscape, though the 
effective rates in the past generally were far lower than the 

levies on the table in the current Trade War.



There is plenty of uncertainty about 
how Trump 47’s tariffs will impact 

the equity markets, but stocks 
persevered and went on to 

significantly higher levels in the 
ensuing years despite Trump 45 

initiating a Trade War in March 2018.





Drama on the Global Stage



Certainly, it is tough to watch the news these days, as Israel had been trading fire with Iran, 
while the 20-month war with Hamas rages on. Unfortunately, war in this part of the world 

has occurred before and will likely happen again. That is not meant to diminish the current 
or past humanitarian crises, and we realize that the Israel-Iran Conflict dragged in the U.S. 

with military action before a tenuous ceasefire was brokered, but we continue to think that 
long-term-oriented investors should stick with stocks even with turmoil in the Middle East.





There is usually something about which to worry, yet equities have 
proved very rewarding through the years for those who remember 
that the secret to success in stocks is not to get scared out of them.



The Fed on Hold







Source: Federal Reserve. Summary of Economic Projections, June 18, 2025







Many thought the Federal 
Reserve hiking the Fed 

Funds rate would be a big 
headwind for equities, but 

such was again not the 
case. Anything could have 
happened, of course, but 

seven decades of 
annualized data showed 
that equities performed 

admirably, ON AVERAGE, 
both concurrent with and 
subsequent to increases 

in the Fed Funds rate over 
3-, 6-, and 12-month time 
spans. More importantly 
today, given that the Fed 

has been cutting rates, 
stocks have performed 
even better, historically 

speaking, in a falling rate 
environment. 



A Look Ahead - The Value of Dividends

Mid-Year 2025 Update



“Whether we’re talking 
about socks or stocks, I 

like to buy quality 
merchandise when it is 

marked down.”

  —Warren Buffett



Selloffs, downturns, pullbacks, corrections and even Bear 
Markets are events that equity investors always have had 

to endure on their way to the best long-term performance 
of any of the financial asset classes.





Valuation Comparison: Price to Earnings



Valuation Comparison: Price to Sales



Valuation Comparison: Price to Book Value



We continue to sleep very well at night, given the inexpensive valuations and 
generous dividend yields for our broadly diversified portfolios of what we believe are 

undervalued stocks. We also note that our price and yield metrics are far more 
attractive than those of the broad-based market indexes, and they even compare 

very favorably to most of the Value benchmarks.



“Do you know the only 
thing that gives me 

pleasure? It's to see my 
dividends coming in.”

  —John D. Rockefeller



Data from the past 50 years compiled by Ned Davis Research shows that 
the annualized return of dividend payers in the S&P 500 was 9.2%, 

compared with only 4.3% for nonpayers, and with less choppiness too. 
Dividend payers would have left you with 10 times as much wealth 

before taxes over that time as nonpayers. They also easily beat an equal-
weighted basket of all companies in the index. 

– Wall Street Journal, July 1, 2025



Portfolio created by Professors Eugene F. Fama and 
Kenneth R. French show that Value Stocks and Dividend 

Payers have enjoyed the best long-term returns. 



Though we do not necessarily think that volatility equals risk, most 
prefer a smoother ride when it comes to their investments. Happily, 

dividend payers would seem to allow folks to have their cake and eat 
it too, given higher returns historically and lower standard deviation.



Dividends are never guaranteed, as we saw in the wake of COVID-19 and 
the Great Lockdown, but the historical data show that Corporate America 

has a long history of raising payouts. In fact, per share dividends for the S&P 
500 were higher (modestly) in 2020 vs. 2019. And dividend payments for 

TPS Portfolio nearly doubled between 2014 and 2024, even as substantial 
distributions were made and tax payments withdrawn from the account. 



Q1 report cards for Corporate America generally were solid, with 77.5% 
of companies in the S&P 500 topping bottom-line expectations and 
52.0% eclipsing top-line projections. No doubt, tariffs and business 
uncertainty are big potential headwinds in the near term, but the 

outlook for 2025 & 2026 EPS growth, while down over the last three 
months, is still solid, even as we realize analysts are often too rosy in 

their outlooks.



Stocks on Sale: Investment Themes for 2025

A Pivot Home

Power & Energize the U.S.

Fond of Financials

Make America Healthy Again?

Getting from Point A to Point B

Intelligent Ways to Play A.I.

Small Company, Big Potential





“As I struggle to maintain the tranquility and 
perspective of long-term investing, which has been a 

bit shaken by recent actions in the stock market, I 
hope you too can maintain the belief that ‘this too 

shall pass away.’ Life is pain and suffering as well as 
joy and triumph, but not necessarily in equal 

amounts. I think there are many who believe life is a 
hard struggle with intermittent periods of relief, 

while others believe that life is generally good with 
intermittent moments of trauma and darkness. Let 

us belong to the positive, optimistic class and not let 
the plethora of seemingly negative events, in the 

stock market and elsewhere, shake our faith in the 
good we now have.”

  —Al Frank



The information in this presentation comes from independent sources believed reliable, but accuracy is not 
guaranteed and has not been independently verified. The security information, portfolio management and 
tactical decision process are opinions of the Kovitz California Team. Opinions expressed are only our current 
opinions or our opinions on the posting date. Any graphs, data, or information in this publication are 
considered reliably sourced, but no representation is made that it is accurate or complete, and should not 
be relied upon as such. This information is subject to change without notice at any time, based on market 
and other conditions. Past performance is not indicative of future results, which may vary.

The value of an investment and the return on invested capital will fluctuate over time and, when sold or 
redeemed, may be worth less than its original cost. The material in this presentation is not intended as and 
should not be used to provide investment advice and is not an offer to sell a security or a solicitation or an 
offer, or a recommendation, to buy a security. Also, nothing in this presentation should be construed as a 
recommendation to purchase or sell a particular security or follow any investment strategy or allocation. 
Any forward-looking statements or forecasts are based on assumptions and actual results are expected to 
vary from any such statements or forecasts. Investors should consult with an investment advisor to 
determine the appropriate investment vehicle. Investment decisions should be made based on the 
investor's specific financial needs and objectives, goals, time horizon and risk tolerance.

Kovitz Investment Group Partners, LLC (Kovitz) is an investment adviser registered with the Securities and 
Exchange Commission under the Investment Advisers Act of 1940 that provides investment management 
services to individual and institutional clients. The Kovitz California Team is editor of The Prudent 
Speculator newsletter and provides investment advice to individual and institutional client accounts. For 
more information, please visit theprudentspeculator.com or www.kovitz.com. Registration as an 
investment advisor does not imply any certain level of skill or training.
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