
Second Quarter 2025 

Financial Markets Commentary

Growth Stocks Rebound with a Vengeance as Economic Resilience Continues

Financial Markets (see page 4 for asset class total rates of return)

❖ Not trade wars, world wars, tariff and interest rate policy uncertainty, or a widening federal government 

deficit could stop stocks from “climbing the wall of worry” in the second quarter! The NASDAQ and 

S&P 500 indices reached all-time highs. Market catalysts including continued investor euphoria over the 

rise in generative artificial intelligence and robotics, a resilient U.S. economy and jobs market, hopes for 

the extension of 2017 tax cuts, government deregulation, and indications from the Fed that they may be 

reducing interest rates in the fall, all helped to power financial asset prices higher in a historic rebound 

from April’s tariff turmoil. There was broad participation in the rally with the cumulative number of 

S&P 500 stocks rising minus the number falling (Advance-Decline Line) reaching a new high in the 

quarter. This is a sign of a healthy stock market and increases the likelihood of further advances.

❖ The second quarter of 2025 began with a rout in technology stocks after President Trump announced 

sweeping tariffs, with the NASDAQ hitting a low point (down 21% from it’s 52-week high) on April 8th. 

With stocks swooning, bond yields surging, and the dollar falling, on April 9th the President announced a 

90-day extension for the start of tariffs. This was to allow time for negotiations with 60 countries, except 

for China. Later in the month, the President announced he would lower tariffs on China from 145% to 

30% and that negotiations were underway for a trade deal with the world’s second largest economy. Stock 

prices then soared as investor enthusiasm over technology-led growth and productivity overcame 

concerns regarding volatile trade policy, geopolitics, and high company valuations. 

❖ Stock markets seem to have concluded that the worst of the tariffs (rising layoffs, high inflation & low 

economic growth) are not going to materialize and will mostly be behind us in a few months. In April, the 

country’s biggest corporations reported robust profit growth for the first quarter. Economic activity has 

remained resilient and inflation has not really moved higher. Companies that have paused giving forward 

earnings guidance because of the tariff uncertainty have not been punished. It’s important to remember 

that stock markets are forward discounting mechanisms. Prices reflect investors' expectations about 

the future performance of companies and the broader economy, rather than just current conditions. 

❖ U.S. Large Cap Growth stocks led the way higher during the quarter, followed by Emerging Market and 

International Developed Market equities. Except for Real Estate (REITs) and broad commodities (grains, 

minerals, metals, etc.), all risk-based assets rose in value. Within S&P 500 sectors, Technology was the 

top performer, followed by Communication Services (META, Google, Netflix), Industrials, and 

Consumer Discretionary. Energy, Healthcare, and Real Estate all fell in value during the quarter. 

❖ For the second consecutive quarter, all taxable bond sectors finished with positive returns, led by 

intermediate maturity (5-10 years) investment grade corporate bonds. Yields declined/prices rose across 

the entire U.S. Treasury yield curve primarily due to investor bets that the Fed will cut rates later this year 

to help offset a slowdown in economic growth from tariffs. Concerns over potentially higher inflation 

and a growing U.S. federal deficit seemed to subside near the end of the quarter. So far, no signs of 

higher inflation from tariffs have emerged. On a total return basis, Municipal bonds generated positive 

returns during the quarter as supply pressures waned and retail investor selling during tax season ended.



❖ In early June, the Organization for Economic Cooperation and Development (OECD) noted that the 

global economy has shifted from a period of resilient growth and declining inflation to a more uncertain 

future path. The OECD expects tariff policy uncertainty to weaken trade and investment and reduce 

consumer and business confidence, which could negatively impact future economic growth prospects. 

❖ Recent economic activity indicators have been pointing to a softening of global growth and U.S. 

consumer spending has been weakening. Tariffs, deportations, and cuts to the federal bureaucracy have 

depressed business and consumer sentiment and inflationary pressures remain in many economies. The 

high level of policy and geopolitical uncertainty continue to make it extremely difficult for economists, 

analysts, and corporate finance executives to make projections and formulate budgets along with 

undertaking capital expenditures and investment projects. 

❖ As for labor markets, global unemployment has generally been low compared with the years leading up to 

the pandemic. U.S. job growth has held steady while the unemployment rate has been in a tight range of 

4% to 4.2% over the past year. However, businesses are warning that trade policy uncertainty is 

interfering with their plans for future hiring and investment. 

❖ Much like future fiscal and trade policy, the direction of future Fed monetary policy continues to be 

highly uncertain. At its June 18th meeting, the Fed left the overnight fed funds target rate unchanged at 

4.25% - 4.50%. This was the fourth consecutive Fed meeting with no change to interest rate policy. The 

Fed also released its updated economic projections for the first time since President Trump’s “Liberation 

Day” tariff announcement on April 2nd. The majority of Fed members maintained their projection for 2 

rate cuts of 0.25% each, for later this year. This was viewed as a somewhat dovish (Fed is getting closer to 

reducing interest rates) tilt given that most Fed members projected a drop in GDP (economic growth) 

from 1.7% to 1.4% with a rise in inflation from 2.8% to 3.0%. 

❖ Tariff policy uncertainty makes the Fed’s revised economic projections difficult to feel confident about. 

Higher tariffs (taxes) on imported goods could possibly lead to a temporary bout of higher inflation in the 

coming months.  Ultimately, where tariffs end up and how businesses pass-through potential cost 

increases remains highly uncertain. Fed Chair Powell recently acknowledged that, so far, there has been 

little evidence of tariffs pushing up inflation. Some Fed officials have even said that a rate cut should be 

on the table at their July meeting. Meanwhile, investors’ forecast of future fed policy, via fed funds 

futures, indicates that the next Fed rate cut of 0.25% will be in September, followed by another 0.25% 

in October and another 0.25% cut in December for a total of 3 interest rate reductions (-0.75%).

❖ The Fed continues to be data dependent which makes their decisions reactive, rather than 

proactive/strategic. Making decisions based upon lagging economic data makes it extremely difficult for 

the Fed to not be behind the curve in setting monetary policy. When you add to the mix the potential 

impact of future tariff (trade) policy, immigration policy, government regulation, energy policy, and fiscal 

policy, the range of economic outcomes remains highly ambiguous.
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❖ With the NASDAQ and S&P 500 having recently made all-time highs at the end of the second quarter, the 

volatility and correction that occurred in the first quarter may have been a natural part of market cycles 

that helps prevent bubbles from getting too big, allowing financial markets to reset. Ultimately, this paves 

the way for future stock market growth. Going forward, there are several questions that investors need 

to address during the second half of the year. Here are the primary things that we are focusing on: 

❖ Does the solid U.S. economy and labor market hold up? While companies are starting to slow hiring, 

they are reluctant to fire workers. May’s employment report confirmed that the labor market and the 

economy are in good shape. There are no signs of stagflation (high inflation, stagnant economic growth, 

and high unemployment). Will consumer spending decline as consumers shun rising costs? Delinquencies 

on consumer debt have been recently rising and the Spring selling season for housing was a bust. 

❖ Other questions include; can Congress pass a budget reconciliation bill that makes the 2017 tax cuts 

permanent? Will the eventual passage of a tax and spending bill increase the national debt by $2.3 trillion 

more than the CBO’s baseline projection over the next decade? Will global investors demand higher 

yields to lend money to the U.S. government due to rising deficits? Any spike in bond yields would 

likely hurt stock prices. Will the value of the dollar continue to grind lower as foreign investors sell U.S. 

assets and reinvest elsewhere? What happens on July 9th – the end of 90-Day tariff suspension? Is a 

10% tariff across the board the floor. Does the Appellate Court or Supreme Court rule against Trump’s 

indiscriminate use of tariffs across the world. The U.S. and China appear to be resetting their trade 

relationship to where it was a few months ago before “liberation day.” Trump agreed to reduce tariffs on 

China to 30%, while China dropped its tariffs on U.S. goods to 10%. China is supposed to ease 

restrictions on rare-earth minerals and magnets for 6 months while the U.S. relaxes its restrictions on the 

sale of jet engines and ethane to China. 

❖ Where does inflation go from here? May's headline and core CPI inflation rates remained subdued at 

2.4% and 2.8% y-o-y. Prices-paid and prices-received indexes, based on national and regional purchasing 

managers surveys, have been rising, reflecting the inflationary consequences of tariffs. However, these 

inflationary pressures have yet to show up in CPI. Last but not least, although the war in Ukraine doesn’t 

appear to be pausing/ending anytime soon, will the truce between Israel and Iran hold. Until the U.S. 

bombing of three nuclear facilities in Iran on June 21st, oil prices had been rising on fears of a significant 

and prolonged armed conflict in the Middle East, which could lead to rising inflation and keep Fed rate 

cuts on hold. Following the announcement of a truce on June 24th, oil prices declined nearly 5%. 

❖ Given the great deal of uncertainty that remains, all investors/risk managers can do is control what 

they can control. We will maintain well-balanced portfolios that are consistent with each client’s risk 

tolerance and long-term investment goals. Our clients’ portfolios are diversified across multiple (stocks, 

bonds, gold, & cash) asset classes, and invested in very liquid, and transparent securities. We remain close 

to neutral weightings in risk-based assets (stocks), bonds, and cash. Asset allocation continues to provide 

benefits with bonds (fixed income) rallying in price to help offset down days in stocks and vice versa. 
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Stock Indices Asset Class QTD Return YTD Return 1 Year Return

MSCI AC World Daily TR N Global Equities 11.53% 10.05% 15.95%

DOW JONES INDUS. AVG U.S. Large Cap Equities 5.46% 4.55% 14.69%

NASDAQ COMPOSITE U.S. Large Cap Equities 17.97% 5.86% 15.24%

S&P 500 INDEX U.S. Large Cap Equities 10.94% 6.20% 14.79%

RUSSELL 1000 GROWTH INDX U.S. Large Cap Growth Equities 17.84% 6.08% 16.66%

RUSSELL 1000 VALUE INDEX U.S. Large Cap Value Equities 3.79% 6.00% 13.82%

S&P 400 MIDCAP INDEX U.S. Mid Cap Equities 6.71% 0.19% 8.21%

S&P 600 SMALLCAP INDEX U.S. Small Cap Equities 4.90% -4.48% 6.02%

MSCI EAFE International Developed Market Equities 12.04% 19.94% 18.21%

MSCI EM Emerging Market Equities 12.17% 15.52% 16.03%

DJUSslct REIT TR Real Estate -1.71% -0.56% 10.19%

S&P 500 Sector Indices S&P 500 Stock Sectors QTD Return YTD Return 1 Year Return

S&P 500 ENERGY INDEX U.S. Large Cap Equities - Energy -8.56% 0.77% -3.32%

S&P 500 HEALTH CARE IDX U.S. Large Cap Equities - Health Care -7.18% -1.11% -6.11%

S&P 500 CONS DISCRET IDX U.S. Large Cap Equities - Consumer Discretionary 11.52% -3.87% 17.84%

S&P 500 CONS STAPLES IDX U.S. Large Cap Equities - Consumer Staples 1.11% 6.40% 11.12%

S&P 500 INFO TECH INDEX U.S. Large Cap Equities - Information Technology 23.71% 8.05% 14.53%

S&P 500 UTILITIES INDEX U.S. Large Cap Equities - Utilities 4.26% 9.41% 22.29%

S&P 500 INDUSTRIALS IDX U.S. Large Cap Equities - Industrials 12.94% 12.72% 22.89%

S&P 500 COMM SVC U.S. Large Cap Equities - Communication Services 18.49% 11.14% 21.96%

S&P 500 MATERIALS INDEX U.S. Large Cap Equities - Materials 3.13% 6.03% 1.55%

S&P 500 FINANCIALS INDEX U.S. Large Cap Equities - Financials 5.51% 9.19% 29.55%

S&P 500 REAL ESTATE IDX U.S. Large Cap Equities - Real Estate -0.06% 3.52% 13.53%

Commodity ETF/Index Type of Commodities QTD Return YTD Return 1 Year Return

ISHARES GOLD TRUST Gold 5.77% 25.95% 43.49%

S&P GSCI Tot Return Indx Broad Commodities -2.81% 1.94% 0.41%

Bond ETFs/Index Fixed Income Sectors QTD Return YTD Return 1 Year Return

ISHARES CORE U.S. AGGREGATE Core Bonds 1.28% 4.05% 5.81%

ISHARES INTERMEDIATE GOVERNM Intermediate Government & Corporate Bonds 1.61% 3.95% 6.55%

SPDR PORTFOLIO HIGH YIELD BO High Yield Debt 3.56% 4.65% 10.44%

ISHARES 3-7 YEAR TREASURY BO U.S. Treasuries 1.70% 4.54% 6.61%

ISHARES MBS ETF Mortgage-Backed Securities 1.18% 4.23% 6.21%

ISHARES 5-10Y INV GRADE CORP Corporate Debt 2.65% 5.45% 8.56%

ISHARES NATIONAL MUNI BOND E Municipal Debt -0.11% -0.64% 1.10%

SPDR BLOOMBERG 1-3 MONTH T-B Cash 1.04% 2.06% 4.69%



Total Rate of Return Sources on page 3: MSCI, Standard & Poor’s, Dow Jones, NASDAQ, Russell, & Blackrock IShares. 

Investors cannot invest in a market index directly; the performance of an index does not represent any actual transactions 

and its performance does not reflect the deduction of any fees or expenses associated with actual investing. Market 

performance information is included on this slide solely to demonstrate the potential benefits historically associated with 

long‐term investing in a portfolio of well‐diversified asset classes and does not represent or suggest results DT Investment 

Partners would or may have achieved when managing client portfolios

The DT Investment Partners’ Commentary and Outlook discusses general developments, financial events in the news and 

broad investment  principles. It is provided  for information  purposes only.  The material represents an assessment of the 

market environment at a specific point in time and is not intended to be a forecast of future  events, or a guarantee of future 

results. Investments in various asset classes entail different investment risks. For example, small cap stocks tend to be more 

volatile than large or mid-cap stocks.  International and emerging markets stocks have exposure to currency fluctuations, 

foreign taxes, political instability and the possibility for illiquid  markets.  Fixed income investments involve interest rate and 

credit risks among others. Real estate investing includes risks such as declines in value of real estate, changing  economic 

conditions, tax laws or property taxes. Commodities’ investing is highly volatile and subject to changing economic 

conditions and the vagaries of  speculators  among other risks. One cannot invest directly in an index.  Past performance 

does not guarantee future results.
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