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Stock Market Rally Persists as 
Fed Maintains Neutral Rate Policy

December 2025 A Quarterly Newsletter of Martin Capital Advisors, LLP

COMPARISON OF INVESTMENT RESULTS January 1, 1991 to September 30, 2025

—— See Important Disclosure Notice on last page. ——

Martin Capital S&P   Russell Bloomberg U.S. 3 Month Consumer
Advisors1 500 3000 Aggregate Bond Index T-Bill Price Index

Total 2 6570.1% 3933.1% 3952.4% 436.7% 145.4% 142.1%

Avg. 3 12.8% 11.2% 11.2% 5.0% 2.6% 2.6%
1 Total performance, net of commissions, fees, and expenses of all Martin Capital Advisors’ Flexible Growth Portfolios.
2 Total compounded return, including reinvestment of dividends and interest. 31991-2025 annualized return.

See important disclosure notice on next page. 

 Following a strong third 
quarter for stock and bond markets, 
they both managed to continue to 
advance in the fourth quarter in the 
face of a number of controversial 
economic and policy issues. The 
biggest positive factor, 
especially for stocks, is the 
Federal Reserve Board’s 
willingness to continue to cut 
rates, despite concerns about 
inflation being a little higher 
than their 2% target. It 
should be noted that, since 
1926, Consumer Price Index 
inflation has averaged 2.9% 
per year through 2024 (see 
reference below), which is about 
where inflation has currently settled 
after the spike caused by the COVID 
government spending stimulus in 
2021. Consequently, the current rate of 
inflation is not “high”.
 My last quarter’s commen-
tary has played out as expected and I 
think will continue to be on track for 
the time being, pending the Fed’s 
decision to cut rates next week:

 “The bigger question is: will 
the Fed Funds rate become too tight 
in the face of higher interest rates 
caused by tariffs? My guess is that the 
Fed will try to remain somewhat 
accomodative for the time being, in 
which case the stock market has the 

potential to continue working 
its way higher.
  Of course, trying to 
predict the short-term perfor-
mance of financial markets is 
eventually a fool’s errand. 
That’s why at Martin Capital 
we invest in what we consider 
to be great companies and 
hold on to them, or buy and 
hold, as long as we believe 

that they can grow their businesses 
significantly over the 
long run.
 However, we do have a 
hedging strategy based on the yield 
curve for when the Fed Funds rate is 
too tight relative to the one-year 
T-Bill, which has happened five times 
since 1953. The last signal was in 
October 2007, leading into the worst 
recession and bear market since 1931. 

The hedge is based on buying slightly 
out-of-the-money put options that 
will counter stock market losses, and 
then, since we remain fully invested, 
we can still participate in higher stock 
market returns, minus the options 
cost, even if the hedging signal is 
wrong for the first time in 72 years. 
It’s essentially like buying insurance 
for your car or house.
 Please let me know if you 
have any questions or thoughts. And 
always remember that the S&P 500 
compound average annual return 
since 1926 through the end of last year 
is up 10.4% per year (see our annually 
updated presentation “Long-Term 
Performance of Stocks, Bonds, T-Bills 
& Inflation, 1926 - 2024” at 
www.martincapital.com).”



www.martincapital.com

INVESTMENT RESULTS

RELATIVE LONG-TERM PERFORMANCE

as of September 30, 2025

January 1, 1991 to September 30, 2025

Past performance does not guarantee future results. Figures include the reinvestment of all dividends received and re�ect cash and cash equivalents. Martin Capital Advisors, LLP (MCA) 
composite returns are net of all fees and expenses. From time to time, composite performance may re�ect the use of margin investing and options, as well as material investments in bonds 
and cash, and volatility may di�er from that of the benchmark. As of 09/30/2025, the MCA Flexible Growth/Balanced/Conservative portfolios’ returns represent, respectively, 55/13/1 
individual portfolios and 70%/25%/1% of all funds under management by MCA.  Clients explicitly elect these management styles on their Personal Data Form. The MCA Flexible Growth 
Portfolios are managed for capital appreciation, and the MCA Balanced and Conservative Portfolios are managed for capital appreciation and income.  Independent performance reporting is 
provided by CGM Investment Management.
MCA claims compliance with the Global Investment Performance Standards (GIPS®). MCA's GIPS® compliance has been independently veri�ed for the periods January 1, 1991 to December 
31, 2024 by Absolute Performance Veri�cation LLC. The veri�cation reports are available upon request. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or 
promote this organization, nor does it warrant the accuracy or quality of the content contained herein. The reporting currency is U.S. dollars. Returns are net of fees. To receive a list of 
composite descriptions of MCA and/or a GIPS® Composite Report, contact Darby Barncord at (210) 694-2100, ext. 2, or darby@martincapital.com.

Martin Capital Advisors’ Investment Portfolios vs. S&P 500 and Barclays Aggregate Bond Indexes
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Martin Capital Advisors, LLP, is a regis - 
tered investment advisor managing private 
and institutional investment portfolios.

MCA FLEXIBLE GROWTH PORTFOLIOS TOP 25 STOCKS
1. Apple

Nvidia

Intuitive Surgical

Oracle

Williams-Sonoma

2.

3.

4.

5.

6. Costco Wholesale

Lam Research

Mastercard

Alphabet C1 A

Visa

7.

8.

9.

10.

11. IDEXX Laboratories

Starbucks

Charles Schwab

Amazon.com

Texas Instruments

12.

13.

14.

15.

16. Intuit

Blackrock

Block

Edwards Lifesciences

Chipotle Mexican Grill

17.

18.

19.

20.

21. GoDaddy

Tractor Supply 

Caterpillar

Netflix

Alphabet C1 C

22.

23.

24.

25.
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