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July 3, 2025 

Second Quarter Update and Outlook 

 

One of the biggest themes of 2025 has been the decline of the US dollar. Versus a broad basket of foreign 

currencies, the U.S. dollar has declined 10% year to date, and 7% in the second quarter alone. On cue, 

foreign stock markets continued to outpace many of the broad U.S. stock market indexes, as was the case 

in the first quarter. Only the Nasdaq 100 index of large growth stocks rose more, but only after a brutal 

decline experienced through early April.   

 

Consistent with the weakest dollar performance in 52 years, gold and silver experienced their strongest 

first half in decades. We believe investor concern over continued rising U.S. debt levels was a primary 

cause for U.S. dollar weakness, and the current U.S. government budget proposal does not change that as 

it appears special interest spending among both U.S. political parties wins again. In our opinion, the path 

of least resistance to fund future rising deficits will be through inflation, and with it, a declining U.S. dollar 

relative to our trading partners. Under this scenario, gold and silver have a bright future.  

 

 
*Performance periods greater than 1 year are annualized. 

Reported LSC Strategy returns are net of annual management fees. Index returns do not include an imputed management fee. 

Client account performance will differ due to timing, price and/or investment objective considerations. LSC Strategy and 

benchmark returns include dividends and/or interest. 
 

The investment thesis unfolding now will almost certainly center on the need for additional energy, 

especially electricity. Computerization, specifically for artificial intelligence tasks, is energy intensive. 

After decades of modest electricity demand growth in the U.S., electric infrastructure is behind in adding 

power plants and transmission. We believe several industry participants will benefit from this catch up, 

including: the construction industry, electric utilities, and energy fuels such as natural gas and nuclear in 

the long run. The LSC portfolio investments reflect this growth opportunity.  

 

During the quarter, we made several changes to the LSC portfolio. We added to current positions including 

Heartland Express, Fluor Corporation, Alcoa, and Innovex International. We also initiated a position in 

the Pro-Shares Short Nasdaq 100 Inverse ETF. This purchase reflects our view that the valuations in the 

largest U.S. based companies, often technology-related, are at or near record levels, leaving no room for 

disappointment. This contrasts with the rest of the world’s stock markets, that have generally lagged over 

the years, until very recently.  

 

During the second quarter, we sold BBVA, the Spanish-based commercial bank with significant 

operations in Central and South America. The stock has greatly benefited from the recent resurgence in 

Quarter YTD 1Yr 3Yr 5Yr 10Yr May '04 Nov '05

LSC Opportunistic Value Equity (net of fees) 8.1% 17.9% 16.8% 12.8% 13.9% 7.0% 6.7% N/A

LSC Fully Invested Value Equity (net of fees) 10.3% 23.9% 22.0% 16.1% 17.2% 8.8% N/A 8.4%

Morningstar US Value TR USD 1.3% 5.8% 12.7% 13.0% 15.0% 9.9% 8.6% 8.1%

S&P 500 Total Return Index 10.9% 6.2% 15.2% 19.7% 16.6% 13.7% 10.6% 10.7%

MSCI ACWI Value Total Return Index 6.1% 11.3% 16.5% 14.0% 13.8% 8.1% 7.6% 6.9%
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foreign markets, especially in the banking sector. Thus, it reached our price objective. We also rebalanced 

our position in Tutor Perini, the U.S. focused construction company. Tutor Perini has received record new 

construction contracts over the past year, as the pent-up demand for domestic infrastructure spending has 

finally exploded, significantly benefiting the company’s backlog, earnings and stock price.  

 

The U.S. Federal Reserve Board is expected to cut the overnight bank lending rate in the latter half of 

2025, but in our opinion, it won’t create a booming stock market that many investors believe it will.  

It may, however, unlock the frozen markets for private equity, commercial and more recently, residential 

real estate that have resulted from the long earlier period of ultra-cheap and available credit. We think that 

without an improvement in the liquidity of these large asset classes, the financial markets would 

experience marked deterioration.  

 
Sincerely, 

 
Lesa A. Sroufe, CFA 

ls@sroufeco.com 

 
The information provided in this report should not be considered a recommendation to purchase or sell any particular security.  There is no assurance that any 

securities discussed herein will remain in an account’s portfolio at the time you receive this report or that securities sold have not been repurchased.  The 
securities discussed do not represent an account’s entire portfolio and in the aggregate may represent only a small percentage of an account’s portfolio holdings.  

It should not be assumed that any of the securities transactions or holdings discussed were or will prove to be profitable, or that the investment recommendations 

or decisions we make in the future will be profitable or will equal the investment performance of the securities discussed herein. 

Upon request, LSC will furnish a list of all recommendations made since inception, this list shall include the name of each security, date and nature of each 

such recommendation, market price at the time of each recommendation, price at which the recommendation was made and price it was to be acted upon, and 

market price of each security as of the most recent practicable date.  

Lesa Sroufe & Company claims compliance with the Global Investment Performance Standards (GIPS). 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. To obtain a GIPS 

Report as well as a list of composite descriptions, please email: info@sroufeco.com. 

Definition of Firm: Lesa Sroufe & Company (LSC) is an SEC registered, Seattle, Washington based firm. LSC is a women-owned investment management 

company that specializes in the selection and management of securities that are deemed to be undervalued. The firm’s investment philosophy is top-down, 

value-oriented and often contrarian. LSC seeks securities that are deemed out-of-favor with mainstream investors and are priced under their potential fair 
value. LSC manages money for institutions and private clients.  

Composite Definitions: 

Opportunistic Value Equity Composite: The Opportunistic Value Equity Composite includes taxable and nontaxable, discretionary, fee-paying portfolios with 
a Value Equity strategy that may include U.S. companies, ADRs, and ETFs. Additionally, the strategy utilizes an opportunistic and dynamic cash allocation 

that ranges from 0% to 50% depending on perceived values within the equity universe. Portfolios with a minimum asset level of US $50,000 are included in 

the composite. This composite was created in November 2013. Each account within the Opportunistic Value Equity Composite is individually managed and 
as such allows for Client-Imposed mandates and restrictions. All returns presented are time-weighted, and include the reinvestment of dividends, interest, 

capital gains, and other earnings. 

Fully-Invested Value Equity Composite:  The Fully-Invested Value Equity Composite includes taxable and nontaxable, discretionary, fee paying portfolios 
with a Value Equity strategy that may include U.S. companies, ADRs and ETFs. Additionally, the strategy focuses on maintaining an equity weighting of 

greater than 90% (the strategy does not include cash). Portfolios with a minimum asset level of US $50,000 are included in the composite. This composite was 

created in November 2013. Each account within the Fully-Invested Value Equity Composite is individually managed and as such allows for Client-Imposed 

mandates and restrictions. All returns presented are time-weighted, and include the reinvestment of dividends, interest, capital gains, and other earnings. 

Benchmarks: The primary benchmark is the Morningstar US Value TR Index, an unmanaged index that tracks the performance of those Morningstar US Value 

companies with lower price-to-book ratios and lower forecasted growth values. The secondary benchmark is the S&P 500 Total Return Index, an unmanaged 
broad-based measure of market performance. The benchmarks provided are for comparative purposes only to represent the investment environment during the 

time periods shown. The composite differs from the index content and asset allocation of the Morningstar US Value TR Index, an unmanaged index and the 

S&P 500 Index, also an unmanaged index. 
 

Fees: As of January 2022, net-of-fees returns are calculated using the actual gross returns less 0.80% annual management fee applied on a monthly basis, 

though fee discounts are available depending on the account size. The management fee for the composite ranges between 0.45% - 0.80% annually. 
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