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Repeatedly shifting tariff threats have had a relentless 

effect on investor sentiment. The University of Michigan 

Consumer Sentiment Index shows that consumer 

expectations have dropped more than 20 points YTD. In 

addition, the number of times companies have used the 

word “uncertainty” in their earnings calls has been the 

most since the pandemic. 
 

Despite these concerns, the actual impact on economic 

numbers has been mild so far. We will watch to see if this 

dichotomy between soft data (expectations) and hard 

data (objective metrics) will converge. For our more risk-

averse clients, we are positioning portfolios to be 

slightly more conservative. On the other hand, after a 

slight contraction in GDP in Q1, the Atlanta Fed is now 

forecasting 3.8% GDP growth for the year. 
 

While many companies have lowered or eliminated 

their earnings guidance, the reported results have been 

solid. Consensus estimates forecast a 7% y/y increase in 

EPS for the S&P 500 compared with 2024. The monthly 

performance for the S&P 500 was the best May in the 

last 35 years, up over 6%, and the market is now above 

2% for the year. Once again, this was primarily driven by 

large tech stocks. 
 

2025 has brought a resurgence in the performance of 

international equities, something that diversified 

investors have been anticipating for a while. Notably, 

the EAFE international index is up over 17% this year. 

One impetus for this relative outperformance has been 

a “Sell America” trend that has gained some 

momentum; the U.S. dollar is down more than 8% YTD. 
 

The unwinding of an inverted Treasury yield curve 

continues as short-term rates have fallen somewhat 

while longer-term rates have increased. This has kept  

Executive Summary: 

• Continued tariff turmoil has thrown investors for a loop but inflicted little actual pain as the S&P 500 

shows its best May in 35 years. 

• The U.S. economy and company earnings remain solid, and GDP is forecasted to improve. 

• The Fed is under pressure to lower rates but is waiting for hard data before moving. 

• International stocks have outperformed domestic equities as the U.S. Dollar weakens. 

•  

• Fed under pressure to cut rates, will wait for hard data. 
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mortgage rates elevated which has been a challenge for the housing market. We expect Fed members to continue 

their cautious approach to rate cuts, even with the added external political pressure. While inflation has been 

declining, the Fed appears to be waiting for clear evidence of weakness in the job market before making its next move. 

There are some signs of cooling there, such as a higher number of layoffs and fewer jobs created, though the overall 

unemployment rate has remained steady at 4.2%. 
 

Thanks for allowing us to be a part of your financial journey. Here’s to a great summer! 
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