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From its very beginning, California has attracted 
dreamers and schemers. In early February 1848, the 
Mexican-American War concluded, with Mexico ceding 
the territory of Alta California along with Texas and other 
parts of the west. In exchange, the U.S. paid $15 million 
and forgave $3.25 million of debt. Just over a week prior 
to that formative event in our nation’s history, an itiner-
ant carpenter named James Marshall had discovered 
gold in Coloma, CA, as he endeavored to build a sawmill 
for the landowner, John Sutter. Word of Marshall’s 
find quickly spread—at least by mid-19th-century com-
munication speeds—kicking off a mad scramble to this 
new land of opportunity. In The Age of Gold, author 
H.W. Brands characterized the Forty-Niners: “All sought 
wealth; nearly all sought adventure too. The news from 
California was the most exciting most of them had ever 
heard; the rush to California promised to be the event of 
their lifetime. Like little boys hurrying to greet the circus, 
to catch a glimpse of the mighty elephant, the emigrants 
of 1849 couldn’t bear to miss out – and in fact the phrase 
‘to see the elephant’ became a cliché on the trail.”1 

In a sense, that fear of missing out continues to typify 
those who travel long distances to try their luck in the 
Golden State. The elephant has evolved over time. The 
birth of the semiconductor industry gave way to the 
dot-com craze and then the rise of social media. Today, 

1  H.W. Brands, The Age of Gold, p. 123, Anchor Books, 2003.
2  “Brookfield Predicts $7 Trillion of Capital Needed for AI Growth,” www.bloomberg.com, 10/1/2025.

artificial intelligence 
(AI) is the glittery ob-
ject which has a new 
generation of dreamers 
affixing “California or 
Bust” bumper stick-
ers to their (probably 
electric) wagons. It is 
the singularly domi-
nant theme in capital 
markets, with vast and 
seemingly ever-grow-
ing tentacles across 
disparate industries. 

During the gold rush, 
demand for clipper 
ships exploded as pros-
pectors sought to find quick passage to San Francisco 
Bay. Similarly, AI is creating enormous demand for an 
ecosystem of adjacent businesses providing infrastruc-
ture to support the buildout. Spending continues to spike 
on data centers and for the power required to run those 
facilities. Brookfield Asset Management estimates that 
ultimately around $7 trillion will be needed to finance 
the growth of AI.2 The so-called hyperscalers—Microsoft, 
Amazon, Alphabet, and Meta Platforms—are projected 

Economic Brief: Gold Rush
From gold to gigabytes, Jon Manchester, CFA, CFP® (Chief Strategist, Wealth Management) draws a line from 
California’s first gold rush to today’s race for artificial intelligence, exploring the optimism, risk, and reinvention 
that come with every new boom. 
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to outlay roughly $340 billion on capital expenditures 
this year, increasing to $400 billion in 2026.3 BlackRock, 
the world’s largest asset manager, formed an AI part-
nership last year to raise $100 billion with the intent to 
invest in data centers, joining a crowded field with big 
players including Apollo, Blackstone, and many others 
hoping to strike a vein of digital gold. 

This “build it and they will come” approach takes a cer-
tain boldness, a disregard for potential failure. Brands 
described the same mindset as occurring during the gold 
rush: “Where life was a gamble and success a matter of 
stumbling on the right stretch of streambed, old stan-
dards of risk and reward didn’t apply. In the goldfields 
a person was expected to gamble, and to fail, and to 
gamble again and again, till success finally came – suc-
cess likely followed by additional failure, and additional 
gambling – or energy ran out. Where failure was so com-
mon, it lost its stigma. No one in California counted the 
failures, only the rich strikes that rewarded the tenth or 
hundredth try.”4  

It seems likely that failure will eventually follow for some 
amidst this tidal wave of AI expenditures: buy now, pay 
later? Hedge fund manager David Einhorn cautioned 
recently that “there’s a reasonable chance that a tre-
mendous amount of capital destruction is going to come 
through this cycle.”5 Amazon founder Jeff Bezos acknowl-
edged that AI spending resembles an “industrial bubble” 
in which “investors have a hard time in the middle of this 
excitement distinguishing between the good ideas and 
the bad ideas.”6 However, he also thinks “the benefits 
to society from AI are going to be gigantic.” Beyond the 
bubble worries, there is some uneasiness around the 
financing of all of these projects, with large tech compa-
nies increasingly relying on debt.

While we impatiently wait for AI to pan out, the mar-
kets continue to handsomely reward the companies 
in the fight. According to JPMorgan strategist Michael 
Cembalest: “AI related stocks have accounted for 75% of 
S&P 500 returns, 80% of earnings growth and 90% of 
capital spending since ChatGPT launched in November 
2022.”7 OpenAI, the owner of ChatGPT, is not publicly 
traded, but its private market valuation has soared to a 

3  “S&P 500 EPS Outlook: How good can it get? Raising 2025 and launching 2026 estimates,” Bank of America Global Research, 9/17/2025.
4  H.W. Brands, The Age of Gold, p. 443, Anchor Books, 2003.
5  “David Einhorn Sounds Warning on the AI Spending Splurge,” www.bloomberg.com, 9/25/2025.
6  “Bezos Says AI Spending Boom Is a Bubble That Will Pay Off,” www.bloomberg.com, 10/3/2025.
7  “How to know when it’s time to worry about the AI bubble,” www.cnbc.com, 9/27/2025.
8  “Why Fears of a Trillion-Dollar AI Bubble Are Growing,” www.bloomberg.com, 10/4/2025.

reported $500 billion. Bloomberg notes that ChatGPT 
has about 700 million weekly users—making it one of 
the fastest-growing consumer products in history.8  

What's old is new again
A funny thing happened on the way to coronate our 
new AI ruling class, though. Investors have once again 
developed a gold crush. In fact, the price of the alluring 
metal—which has captured imaginations for thousands 
of years—outpaced the stock market over the trailing 
three years, roughly since ChatGPT launched. The fol-
lowing page’s exhibit shows that gold soared 133% over 
that timeframe, ahead of the S&P 500 Index’s 95% total 
return. Not typically mistaken for a growth stock, it has 
been a goldilocks environment for the yellow metal. The 
Consumer Price Index (CPI) hit a peak of 9.0% year-over-
year inflation in mid-2022, highest in over 40 years. This 
pushed some investors into gold as a store of value, 
or a way to avoid a loss of purchasing power. Inflation 

“Where life was a gamble 
and success a matter of 
stumbling on the right 
stretch of streambed, old 
standards of risk and 
reward didn’t apply. In the 
goldfields a person was 
expected to gamble, and to 
fail, and to gamble again 
and again, till success 
finally came – success likely 
followed by additional 
failure, and additional 
gambling – or energy ran 
out. Where failure was so 
common, it lost its stigma. 
No one in California counted 
the failures, only the rich 
strikes that rewarded the 
tenth or hundredth try.”

—H.W. Brands 
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has normalized since, decelerating to 2.9% growth as 
of August 2025, but it has not reversed, which means 
prices continue to climb overall.  

Meanwhile, rising concerns around unsustainable gov-
ernment debt levels have also weighed on the U.S. dollar, 
further exacerbated by a Federal Reserve monetary 
easing cycle which began a year ago. Lower short-term 
interest rates usually result in softening demand for the 
greenback. The Fed funds target rate of 4.25% remains 
well above what is considered a neutral rate, where 
monetary policy is neither expansionary nor contraction-
ary. However, the Fed expects to keep easing, with the 
latest “dot plot” indicating a median estimate of 3.4% for 
year-end 2026. For gold bugs, the direction of monetary 
policy might be more important than the absolute level, 
providing further support to the futures price. With the 
inflation bogeyman still lingering offstage, any whiffs of 
accelerating inflation (due to tariffs, Fed easing, etc.) can 
extend the stay for gold. 

A further catalyst for gold’s relentless rise has been mo-
tivated buyers in the form of other central banks looking 
to diversify reserves. China’s central bank has been 
an aggressive buyer since 2023, according to Reuters, 
aiming to reduce its reliance on the U.S. dollar. Despite 

9  “How much gold will be enough to diversify China’s reserves,” www.reuters.com, 9/2/2025.

China’s buying spree, its gold position is currently 
smaller than five other countries, plus the International 
Monetary Fund, and accounts for just seven percent of 
China’s total reserves.9 Whether central banks will keep 
buying with gold near $4,000 per ounce is a viable ques-
tion, but their concerted efforts to stockpile gold has 
clearly underpinned the bullion market. 

Expense card
The stock market’s brief April 2025 foray into bear 
market territory (>20% decline) now seems a distant 
memory. Tariffs remain a risk to profitability, but corpo-
rations have thus far largely managed to defray or offset 
the additional costs. Favorable tax policies outside of the 
trade realm clearly continue to help. The 2017 Tax Cuts 
and Jobs Act reduced the corporate tax rate from a high 
of 35% to a flat 21%, while this year’s One Big Beautiful 
Bill Act (OBBBA) permanently restored the ability for 
corporations to immediately expense domestic research 
and development (R&D) costs and returned to 100% 
deduction on qualifying business expenses, such as new 
computers, machinery, or other equipment. 

According to Standard & Poor’s, the S&P 500 operating 
margin was 12.5% in the second quarter, its highest since 

Gold's Enduring Allure

The price of gold: Last 50 years                                                     A recent reversal: Gold vs. S&P 500 cumulative return

Source: FactSet Fundamentals.

GOLD 
133%

S&P 500 
95%

Gold overtakes 
the Index in 
early 2025

Stagnant through 
the 1980s and ‘90s

Flat 
again 
in the 
2010s



 the 9:05 | 3rd Quarter 2025 | 4

2021. Operating profits per share rose nearly 10% year-
over-year in Q2 and growth is projected to accelerate 
to the 13% to 14% range over the final two quarters of 
2025. Resilient corporate earnings growth and solid eco-
nomic activity have taken recession odds sharply lower. 
The Bureau of Economic Analysis (BEA) recently revised 
up its Q2 Gross Domestic Product (GDP) growth estimate 
to 3.8% inflation-adjusted, a rebound from a small first 
quarter decline. Nonresidential fixed investment jumped 
7.3%, buoyed by strong AI-related equipment spending. 
The U.S. consumer also did its part, propelled by high 
earners. Moody’s Analytics chief economist Mark Zandi 
calculated that the top ten percent of income earners 
now account for just over 49% of total expenditures – 
highest since 1989.10

What remains is a fully priced U.S. large-cap equity 
market. The S&P 500 entered the final quarter of 2025 
trading at nearly 23x estimated earnings over the next 12 
months. Fed Chair Jerome Powell acknowledged as much 
in a late September speech: “…by many measures, for 

10  “Moody’s: US recession could be avoided if the wealthy keep spending,” www.idnfinancials.com, 9/22/2025.

example, equity prices are fairly highly valued.” Investors 
seem willing to pay the price, however, emboldened by 
both the long-term promise of AI and rosy estimates for 
near-term earnings growth. S&P tabulates that S&P 500 
earnings per share growth for 2026 is currently track-
ing at more than 17%. It could prove overly optimistic, 
but it does help explain why valuations are rich in an 
environment where the Fed is also cutting interest rates. 
Valuations remain much more restrained outside of the 
tech-heavy S&P 500 Index, with smaller company stocks 
and foreign equities relatively attractive. 

Plenty of hurdles remain. We’re keeping a close eye on 
debt, whether at the federal, corporate, or individual 
levels. There will no doubt be those that misprice or 
underestimate risk and lose it all in a futile attempt to 
catch a glimpse of the mighty elephant. Buyer beware; 
yet remember that investing involves calculated risk. 

Source: S&P Global, as of September 30, 2025. 

High Multiple, Strong Fundamentals?  
Robust earnings growth expectations help explain why investors are willing to pay 23× for the Index. If profits 
deliver as projected, valuations could normalize without prices needing to fall.
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Q3 2025 World Events 

W I T H  T H E  S & P  5 0 0  I N D E X  A S  T H E  B A C K D R O P

July 8: Copper hits record high 
after Trump threatens 50% tariff 
on copper imports.

July 10: Trump announces 50% 
tariff on Brazil in response to former 
president Bolsonaro’s trial.

Aug 15: Trump and Putin meet in Alaska 
for rare summit; leave with limited deal 
progress.

July 23: Japan and U.S. reach 
initial trade deal; terms unclear.

Sept 16: Retail sales rise 0.6% month-over-
month gain, beating expectations; import 
and export prices surge.

July 4: “One Big Beautiful Bill 
Act” passes Senate. House signs 
into law after contentious 
debate.

Sept 10: Russian drones shot down after 
crossing Polish border; Poland asks 
UN Security Council to hold emergency 
meeting.

Sept 24: Mortgage rates fall for the fourth 
consecutive week; new home sales reach 
their highest level since early 2022.

Aug 27: French 30-
year bond yields hit 
14-year high amid 
political turmoil.

July 2025 August 2025 September 2025

Aug 22: Fed Chair Powell warns 
of rising labor market risks at 
Jackson Hole. Probability of 
September rate cut climbs to 90%.Aug 1: July nonfarm payrolls 

miss expectations. June and May 
jobs gains are revised down by a 
massive 258,000. Trump fires BLS 
chief Erika McEntarfer. Aug 11: Chipmakers Nvidia and AMD agree 

to pay the U.S. government 15% of AI chip 
sales to China in exchange for export 
licenses.Aug 7: Tariff deadline takes 

effect, pushing the effective 
tariff rate to the highest level 
in nearly a century.

Sept 10: Russian drones shot down 
after crossing Polish border. 
Poland asks UN Security Council 
to hold emergency meeting.

Sept 17: FOMC cuts 
rates by 25 basis 
points, citing cooling 
labor conditions.
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As 2025 comes to a close...
Year-end planning takes on added importance with the 
passage of the One Big Beautiful Bill Act (OBBBA). This 
sweeping legislation brings both clarity and complexity 
to the tax landscape, introducing notable changes while 
leaving other familiar provisions intact. With some rules 
already in effect and others beginning in 2026, now is 
the time to take stock and ensure your financial plan re-
mains well positioned. 

Here's a high-level overview of what’s changed—and 
what hasn’t—under the OBBBA, in three timely themes 
to consider before December 31: 

1)	 Accelerate charitable giving 

2)	 Leverage the expanded SALT deduction

3)	 Consider Roth conversions 

1)	 Accelerate charitable giving before the new 
AGI floor

For many families, charitable giving is both a personal 
priority and a key planning tool. Beginning in 2026, char-
itable contributions for those who itemize deductions 
will only be deductible to the extent they exceed 0.5% of 
adjusted gross income (AGI). 

While that may sound modest, it adds another hurdle for 
higher earners who regularly itemize. The good news: for 
2025, gifts remain fully deductible up to current limits 
without the AGI floor. That makes this year a smart time 
to “lump” several years’ of donations into 2025. Doing so 
can help maximize deductions under today’s rules and 
reduce taxable income more effectively than spreading 
gifts across future years. 

A donor advised fund (DAF) can make this easier. It al-
lows you to make a larger, deductible contribution now 
while granting to charities gradually over time.

» Here’s how it works:

A high-income earner with $1,000,000 of AGI who typi-
cally donates $50,000 each year will, starting in 2026, 
only be able to deduct the portion exceeding $5,000 
(0.5% of AGI). Their $50,000 annual gift would yield only 
a $45,000 deduction going forward.

By instead contributing three years’ worth of giving 
($150,000) to a DAF in 2025, they can take the full de-
duction this year—without the AGI floor—and still direct 
$50,000 per year to their chosen causes. They’ve cap-
tured a larger deduction upfront, and likely lowered their 
2025 tax bill in a meaningful way.

While itemizers face the new AGI floor starting in 2026, 
non-itemizers will gain a new opportunity to deduct 
up to $1,000 ($2,000 for married couples filing joint-
ly, or MFJ) of charitable giving on cash contributions. 
Donations to a DAF or private foundation will not be eli-
gible for this new deduction. It’s a small but welcome 
benefit for those who take the standard deduction. 

Year-end tip: Donating in 2025 can help lock in 
full deductibility before the new AGI limits take 
effect next year.

2)	Leverage the expanded state and local taxes 
(SALT) deduction

One of the more notable OBBBA provisions is the tempo-
rary expansion of the state and local tax deduction cap. 
For tax years 2025 through 2029, the cap increases from 
$10,000 to $40,000 for both single and joint filers who 
itemize. 

However, this benefit begins to phase out at $500,000 
of AGI and fully reverts to the $10,000 limit once income 
reaches $600,000 or more. After 2029, the $10,000 cap 
returns unless further legislation is passed.

Year-End Planning in a  
New Tax Landscape

Bailard’s financial planning and tax strategy teams help make sense of the  
One Big Beautiful Bill Act, so you can plan confidently for what lies ahead.* 

* Neither Bailard nor any employee of Bailard can give tax or legal advice. Please consult your tax or legal professional for such advice.
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The higher SALT cap could make itemizing more attrac-
tive, especially for those living in high-tax states with 
sizable income and property tax bills. But it’s not just 
high earners who should take notice. Many households 
have defaulted to taking the standard deduction in re-
cent years (currently $15,750 for single filers and $31,500 
for MFJ), yet the higher SALT limit could make itemizing 
worthwhile again.

» Planning strategies if you’re near the phaseout:

If your income falls near the $500,000 to $600,000 
phaseout range, there are ways to remain eligible for the 
full deduction this year and beyond:

	 Defer income such as bonuses or business earnings 
into the following year 

	 Maximize pre-tax contributions to 401(k), 403(b), 
HSA, and similar employer retirement plans

	 Use qualified charitable distributions (QCDs) if 
you’re subject to required minimum distributions 
(RMDs). QCDs allow you to donate up to $108,000 
per year directly from an IRA to a qualified charity, 
satisfying all or part of your RMD while reducing 
AGI

Planning takeaway: The expanded SALT cap 
could make itemizing worthwhile again, but 
higher earners should confirm whether income 
limits reduce the benefit.  

3)	Consider Roth conversions while rates 
remain low

While the OBBBA makes today’s tax brackets “perma-
nent,” that doesn’t mean they’ll stay that way. For now, 
rates remain historically low, offering an opportunity for 
proactive long-term tax planning.

For individuals with significant pre-tax retirement sav-
ings in traditional IRAs or 401(k)s, Roth conversions can 
be a powerful way to manage future taxes. RMDs can 
substantially increase taxable income once they begin, 
potentially pushing retirees into higher tax brackets, 
even under current rates.

The years between retirement and the start of RMDs or 
Social Security often present a valuable window. Many 
retirees fall into a lower tax bracket than during their 
working years, or after RMDs begin. That gap creates 
an opportunity to convert pre-tax retirement assets to 

Roth accounts, recognizing income at lower rates now to 
avoid higher rates later.

» Why Roth conversions can help:

	 Qualified Roth withdrawals are tax-free in 
retirement

	 Roth accounts aren’t subject to future RMDs, which 
allows longer tax-free growth

	 Conversions may help offset potential tax increases 
after 2025, particularly for those expecting higher 
future income or estate tax exposure

If you’re nearing retirement or already retired but not 
yet taking Social Security or RMDs, consider whether 
a Roth conversion makes sense. Today’s low tax rates 
won’t last indefinitely, and acting now could make a last-
ing difference over time. Taking time to plan ahead now 
can make future withdrawals, and your overall tax pic-
ture, far more manageable. 

Keep in mind: Roth conversions must be 
completed by December 31 to count for the current 
tax year. Unlike IRA contributions, there’s no 
grace period after year-end.

Let’s make the most of 2025’s planning 
opportunities
The OBBBA has ushered in both new opportunities and 
new complexities in tax planning. Perhaps the clearest 
takeaway is this: AGI matters more than ever. From the 
new charitable giving floor to the expanded SALT deduc-
tion, many of the law’s most impactful provisions hinge 
directly on income thresholds.

That makes 2025 a pivotal year to manage income and 
deductions with care. Coordinating charitable giving, in-
come timing, and retirement strategies can help keep 
your plan aligned with your goals while maintaining flex-
ibility for what’s ahead. 

Every household’s situation is unique, but prepara-
tion and foresight go a long way. A steady approach, 
informed by thoughtful planning, can help you feel confi-
dent that you’re well-positioned for what’s ahead.  
Let’s talk. 
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OBBBA snapshot: What’s changed and what’s new? 

Stable for now
»	 Tax brackets stay the same and are now considered 

permanent
»	 Standard deduction continues, with a small increase in 

2025
»	 Mortgage interest deduction cap remains $750,000
»	 Qualified business income (QBI) deduction stays in place, 

with higher phaseout thresholds ($150,000 MFJ and 
$75,000 others)

Changes that may affect you
»	 SALT deduction cap rises to $40,000, phasing out above 

$500,000 MFJ, $250,000 others (2025-2029); it will revert 
to $10,000 after 2029

»	 Business owner provisions, including Section 179 and bonus 
depreciation, are now permanent with higher limits  
(effective 2025)

»	 Qualified small business stock (QSBS) lifetime limit increas-
es to $15 million, with tiered gain exclusion (2025 onward)

»	 Qualified opportunity zones (QOZ) become an ongoing re-
newable program (2025 onward)

New opportunities to explore
»	 Extra $6,000 per person deduction for taxpayers 65 and 

older, phased out at higher incomes (2025-2028)
»	 No tax on tips up to $25,000 or overtime up to $25,000 

MFJ, phased out at higher incomes (starts 2025)
»	 Charitable deduction available to non-itemizers, up to 

$2,000 MFJ / $1,000 others (beginning 2026)
»	 New 35% overall limit on itemized deductions (starting 

2026)
»	 New 0.5% AGI floor for itemized charitable deductions  

(effective 2026)
»	 “Trump Accounts” for children under 18, with a $1,000  

federal seed contribution for those born in 2025 to 2028
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Globalization and reshoring are pulling in different direc-
tions, yet both are shaping the future. One expanded U.S. 
GDP more than eightfold since 1950,1 lowered costs for 
consumers, and lifted millions worldwide out of poverty.2 
The latter, however, left supply chains exposed to shocks 
from health crises, geopolitical tensions, and other global 
disruptions. 

The contrast came into sharp focus during the pandemic. 
Lockdowns froze much of the global economy, exposing 
supply chain weakness while also delivering unexpected 
environmental benefits, from cleaner air and water to 
quieter oceans.3 4   

The U.S. has since leaned into reshoring, encourag-
ing companies to bring production back to domestic 
soil. Tariffs, subsidies, and industrial incentives are be-
ing used to reduce dependence on foreign suppliers and 
strengthen domestic industry. The goal is stronger sup-
ply chains and local jobs, even if it means higher costs.   

Globalization’s gains and the costs that 
followed
Global trade delivered faster innovation and afford-
able goods while sharply reducing global poverty.5 
Standardized shipping containers, introduced by Malcom 
McLean in 1956, slashed transport costs and accelerated 
the spread of global commerce.6  

But those same connections created fragility. Millions 
of U.S. manufacturing jobs moved overseas, especially 
after China joined the World Trade Organization (WTO) 

1  Amadeo, K. (2022). “An Annual Review of the U.S. Economy Since 1929.” The Balance. 
2  Our World in Data. (2021). “World population living in extreme poverty.” 
3  Arter, He, Holmes, Tull, et al. (2024). “Air Pollution Benefits from Reduced On-Road Activity Due to COVID-19 in the U.S.” PNAS Nexus 3(4). 
4  BBC News. (29 Apr 2020). “Wild Animals Enjoy Freedom of a Quieter World.” 
5  World Bank. (2015). “Poverty Headcount Ratio at $2.15 a Day (2017 PPP) (% of Population).” World Development Indicators. 
6  Blume Global. (2022). “The History and Evolution of the Global Supply Chain.” 
7  CGTN. (11 Dec 2024). “China’s promotion of economic globalization 23 years after accession to WTO.” CTGN. 
8  U.S. Intl Trade Commission. (2020). “Impact of the COVID-19 Pandemic on Freight Transportation Services and U.S. Merchandise Imports.”  
9  International Maritime Organization. (2014). “Third IMO GHG Study 2014.” 
10  Picchi, A. (10 Feb 2025). “Trump orders 25% tariffs on steel and aluminum.” CBS News. 

in 2001.7 The pandemic highlighted the risk, exposing 
shortages of semiconductors, medical supplies, and ba-
sic goods.8 Geopolitical conflicts have since added strain, 
from sanctions on Russia to attacks near the Suez Canal.

Shipping, the backbone of global trade, carries environ-
mental costs too. It produces about 3% of global carbon 
emissions each year, enough to rank as the world’s six-
largest emitter if it were a country.9 The 2020 slowdown 
showed how quickly those impacts can change when 
trade contracts. 

The vulnerabilities often surface as volatility, underscor-
ing the need to diversify exposures across supply chains 
and regions. 

Reshoring promises stability, with trade-offs
What began as a political slogan has become economic 
strategy. The U.S. is leaning on tariffs, subsidies, and in-
dustrial policies to bring production closer to home. For 
markets, this creates both winners and losers. 

The 25% tariff on imported steel and aluminum10 is one 
example. While designed to reduce dependence on for-
eign suppliers, it raises costs for manufacturers and, 

Did You Know?
Reduced car use during the 2020 lockdowns 
improved U.S. air quality enough to save an 

estimated 9,300 lives.3

Globalization, Reshoring, and 
the Cost of Stability

This quarter, Bailard’s SRII team looks at the forces reshaping global trade,  
the costs that follow, and what these shifts might mean for investors.

https://www.thebalancemoney.com/us-gdp-by-year-3305543
https://ourworldindata.org/grapher/world-population-in-extreme-poverty-absolute?
https://doi.org/10.1093/pnasnexus/pgae017
https://www.bbc.com/news/world-52454987
https://data.worldbank.org/indicator/SI.POV.DDAY
https://www.blumeglobal.com/learning/history-of-supply-chain/
https://news.cgtn.com/news/2024-12-11/23-years-in-WTO-China-s-promotion-of-economic-globalization-1zfyEH2LwxW/p.html
https://usitc.gov
https://www.imo.org/en/ourwork/environment/pages/greenhouse-gas-studies-2014.aspx
https://www.cbsnews.com/news/trump-tariffs-steel-aluminum-25-percent-impact-prices-inflation/?ftag=MSFd61514f
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ultimately, consumers. A modeled 25% auto tariff could 
increase car prices by about 13.5%, or about $6,400 on a 
new car,11 feeding directly into inflation.

The burden does not fall on the U.S. alone. Many low-
er-income countries depend on manufacturing jobs 
to reduce poverty. Reshoring could shift that balance, 
removing opportunities for millions in exchange for sta-
bility at home. 

Reshoring does not end globalization, it changes its 
shape. The balance is moving toward security and away 
from pure cost efficiency. It makes global diversification 
and pricing power especially important. 

Technology adds a wildcard 
Advances in artificial intelligence (AI) may tilt this bal-
ance further. These tools can make global networks 
more adaptive, or reduce the appeal of offshoring by 
lowering labor costs. At the same time, AI’s productivity 
gains may ease inflationary pressures, though the bene-
fits are likely to be concentrated in the firms sectors best 
able to deploy it. Large-cap technology and industrial 
automation companies, for example, may capture dispro-
portionate value compared to smaller peers. 

Market signals to watch 

	 Equities: Sectors with U.S. exposure and policy 
support—like semiconductors, clean energy, and lo-
gistics—may gain, while multinationals face higher 
costs. 

	 Fixed income: Inflation-linked bonds can offer pro-
tection if input costs rise, while credit markets may 
reward companies with strong balance sheets. 

	 Real assets and private markets: Infrastructure and 
logistics could stand to benefit, particularly as AI 
improves efficiency.

Inflation and wealth planning implications
Reshoring’s push for stronger domestic supply is not 
cost-free. Tariffs and subsidies raise costs, which com-
panies often pass on to consumers. A study by the 
Federal Reserve Bank of San Francisco found that most 
of the wealth U.S. households built up early in the pan-
demic had vanished by late 2022 once inflation was 

11  The Budget Lab at Yale. (2025). “The Fiscal, Economic, and Distributional Effects of 25% Auto Tariffs.” Yale University. 
12  Federal Reserve Bank of San Francisco. (Feb 2024). “The Rise and Fall of Pandemic Excess Wealth.” FRBSF Economic Letter. 
13  Advisor Perspectives. (12 Sept 2025). “Household Net Worth (Q2 2025).” Advisor Perspectives. 
14  AInvest. (Feb 2025). “Paradox of Wealth: High-Net-Worth Individuals Remain Financially Insecure in an Era of Inflation.” 

considered.12 Real household net worth has grown only 
modestly since, despite strong nominal gains.13 Inflation 
continues to erode purchasing power.

These pressures are already shaping portfolio alloca-
tions. Many investors are favoring inflation-sensitive 
assets such as real estate, commodities, and inflation-
linked bonds.14 They’re emphasizing sectors with durable 
pricing power to help portfolios hold value as higher in-
put costs spread through the economy. 

Long-term wealth planning must account for costs that 
rise faster than income, preserve purchasing power, and 
align exposures to higher trade and supply expenses. 
Philanthropic goals face similar choices: commit capital 
now while dollars stretch further, or preserve flexibility 
for future needs. 

Preparation matters most
Globalization brought decades of growth and efficiency, 
but also fragility and uneven outcomes. Reshoring aims 
for stability, though at a higher price. Even small policy 
shifts in the world’s largest economy can ripple across 
workers, companies, and consumers worldwide. 

The key is not to view globalization or reshoring as ab-
solutes. Portfolios and plans should prepare for a mix of 
both. They should be positioned for opportunity where 
policy creates tailwinds, protected against higher costs, 
and built to weather shifts in markets and policy over 
generations. 

Globalization’s path will keep shifting, sometimes 
gradually and sometimes abruptly, with technology 
shaping how costly or adaptive those shifts prove to be. 
Portfolios built for resilience can thrive whether global-
ization accelerates or reshoring takes hold.   

This research originally appeared as a full-length 
white paper titled, “Rethinking Globalization: The 
Unintended Environmental and Social Benefits 
of Reshoring the U.S. Supply Chain,” published in 
September 2025. The principal researcher and 
author was Hugh Saulsbury, 2025 Summer Intern, 
Sustainable, Responsible & Impact Investing at 
Bailard.

https://budgetlab.yale.edu/research/fiscal-economic-and-distributional-effects-25-auto-tariffs
https://www.frbsf.org/research-and-insights/publications/economic-letter/2024/02/rise-and-fall-pandemic-excess-wealth/?
https://www.advisorperspectives.com/dshort/updates/2025/09/12/household-net-worth-q2-2025
https://www.ainvest.com/news/paradox-wealth-high-net-worth-individuals-remain-financially-insecure-era-inflation-lifestyle-inflation-2507/
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U.S. Interest Rates 12/31/2024 3/31/2025 6/30/2025 9/30/2025

Cash Equivalents

90-Day Treasury Bills 4.32% 4.20% 4.29% 3.94%

Federal Funds Target 4.50% 4.50% 4.50% 4.25%

Bank Prime Rate 7.50% 7.50% 7.50% 7.25%

Money Market Funds 4.37% 4.24% 4.24% 4.09%

Bonds
10-Year U.S. Treasury 4.57% 4.17% 4.23% 4.15%

10-Year AA Municipal 2.95% 3.37% 3.40% 3.00%

U.S. Bond Market Total Returns (US$) through 9/30/2025 QUARTER SIX MONTHS YEAR TO DATE ONE YEAR

U.S. Bonds

Bloomberg Barclays U.S. Treasury Index 1.51% 2.37% 5.36% 2.06%

Bloomberg Barclays U.S. Corporate Index 2.60% 4.47% 6.88% 3.63%

Bloomberg Barclays U.S. Aggregate Index 2.03% 3.26% 6.13% 2.88%

Bloomberg Barclays U.S. 1-15 Municipal Blend Index 2.59% 3.31% 3.71% 2.61%

Global Stock Market Total Returns (US$) through 9/30/2025 QUARTER SIX MONTHS YEAR TO DATE ONE YEAR

U.S. Stocks

S&P 500 8.11% 19.94% 14.81% 17.56%

Russell 2000 Growth Total Return Index 12.60% 18.20% 9.04% 7.88%

Russell 2000 Value Total Return Index 12.19% 25.62% 11.65% 13.56%

Russell 1000 Value Total Return Index 10.51% 30.22% 17.24% 25.53%

Russell 1000 Growth Total Return Index 5.33% 9.32% 11.65% 9.44%

International Stocks

MSCI EAFE (Europe, Australasia, Far East), net dividends 4.77% 17.10% 25.14% 14.99%

MSCI Emerging Markets, net dividends 10.64% 23.91% 27.53% 17.32%

Alternatives (US$) through 9/30/2025 QUARTER SIX MONTHS YEAR TO DATE ONE YEAR

NFI-ODCE Index* 1.03% 2.07% 3.15% 4.35%

Gold Spot 16.83% 23.54% 47.04% 46.47%

WTI (West Texas Intermediate) Crude Oil -4.21% -12.74% -13.04% -8.51%

*Q3 2025 data not yet released, and assumed to be same as the Q2 2025 return.

Sources: FactSet, the National Council of Real Estate Investment Fiduciaries, ICE.
Past performance is no indication of future results. All investments have the risk of loss. 

Market Performance 
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Since 1978, we’ve held a weekly company-wide meeting during which we 
talk about the prior week’s activities and those anticipated in the week to 
come. We refer to this meeting, which begins just after nine each Monday 
morning, as “the 9:05.” Just as the 9:05 enables us to share our knowledge and 
insights with each other, this newsletter provides us with a valuable means of 
communicating with our clients. Hence its title: the 9:05. 
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