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A Global Downgrade Parade 
 

Last week, the Organization for 
Economic Cooperation and 
Development (OECD) followed other 
key central banks by downgrading 
their estimate for global GDP in 2025 
and 2026. The ongoing inflation 
pressures along with the global trade 
wars are resulting in a weaker 
trajectory for economic growth. In 
this weekly, we highlight the key 
changes in growth and inflation 
projections, what that means for 
investments and our view on the path 
for economic growth.   

• Global economic outlook 
weaker: The OECD projects global 
economic growth of 3.1% in 2025, 
down from its December forecast 
of 3.3%. Growth is expected to 
slow further to 3.0% in 2026, also 
revised down from 3.3% in 
December. To put this in 
perspective, the median average 
annual global GDP growth from 
1963-2023 has been 3.5%. The 
downgrade reflects rising trade 
tensions and the anticipated 
supply chain disruptions driven by 
trade policies. Additionally, 
geopolitical tensions and 
protectionist measures have 
further increased uncertainty 
around the economic expansion.   

• Fed downgrades growth: Along 
with their interest rate decision, the  
Federal Reserve released their 
latest Summary of Economic 
Projections last week. The 
committee reported a notable 
downgrade in GDP growth for 2025 
(to 1.7% down from 2.1% in 
December). Uncertainty around 
tariffs contributed to their 
downgrade especially as it 
coincides with an already slowing 
economy and fragile consumer. 

• Bank of England sees downside 
risks: In February, the BoE cut its 
2025 GDP forecast for the U.K. (to 
0.75% from 1.5%). They met last 
week and while they kept interest 
rates unchanged, they see “the 
risks around the near-term outlook 
for activity in a number of 
advanced economies…remained 
to the downside.”  

• ECB warns about global growth: 
On March 6, 2025, the ECB cut 
rates and reduced economic 
growth expectations for 2025-
2027. In a speech to the European 
Parliament, ECB President 
Christine Lagard, warned that 
“trade frictions are detrimental to 
global growth and welfare.”  

The Bottom Line: 
Trade wars can pose a downside risk 
to growth and upside threat to 
inflation. However, the direct impact 
varies across regions and industries. 
Within the U.S., imports make up 
~10% of GDP so we are a bit more 
insulated than some of our trading 
partners (e.g., EU, UK, Canada). This 
may force officials to the negotiating 
table but can also be an impetus for 
stimulus in select countries. Within 
the U.S., the biggest threat to growth 
is from weak consumer and business 
spending. We are already dealing with 
a deterioration in sentiment as 
consumers have been absorbing  
years of inflation by increasing credit 
card debt. We remain optimistic that 
negotiations will unfold in the run up 
to the April 2nd  reciprocal tariff 
deadline and that the bulk of the 
economic downgrades are behind us. 
However, from an equity perspective, 
we have only seen a marginal 
reduction in S&P 500 earnings (~1% 
year to date) that may not reflect the 
weaker economic picture. This 
should keep volatility high, especially 
as we hear from companies in 1Q25 
earnings season (week of April 7th).       

Key Takeaways: 
• OECD lowers global economic growth forecasts.   

• Heightened geopolitical and trade risks cited as key issues. 

• U.S. growth outlook lower, while inflation expectations rise.  

• Bank of England slashes growth expectations in half for 2025.  

• Buying opportunities may present themselves amid increased market volatility. 
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Weekly Economic Recap – 
Fed Keeps Rates Unchanged but Signals 
Higher Degree of Uncertainty  

Retail sales rose less-than-expected in 
February amid worries over an economic 
slowdown and rising inflation. January's 
figures were also revised lower to mark the 
largest drop since July 2021. Online spending 
helped support the overall increase for the 
month as "nonstore retailers" reported a 2.4% 
month over month increase.  

Homebuilder confidence as measured by the 
NAHB Housing Market Index fell to the lowest 
level since August (39) amid worries over 
tariffs, high construction costs, and broad 
economic uncertainty. Prospective buyer 
traffic fell to the lowest since the end of 2023.  

Housing starts in the U.S. increased in 
February more than expected as builder 
incentives increased. Construction increased 
to an annualized rate of 1.5 million in 
February, with new construction of single-
family homes increasing at the fastest pace in 
a year (1.11 million).  

The Federal Reserve kept interest rates 
unchanged at their March meeting (4.25% - 
4.50%). The release indicated a high degree of 
uncertainty around the economic outlook and 
insisted they are not in a hurry to adjust policy. 
The rate decision was paired with the 
committee's Summary of Economic 
Projections, which showed a steep markdown 
in economic growth expectations this year to 
1.7% (from 2.1% in December) and an 
increase in PCE Core inflation expectations to 
2.8% (from 2.5%).   

The Leading Economic Indicators Index 
decreased for the third straight month in 
February. Consumers’ expectations of future 
business conditions and manufacturing new 
orders weighed on the diffusion index.    

Weekly Market Recap – 
Global Equities Rally as Bond Yields Fall After Fed Meeting 

Equities: The MSCI AC World Index was higher for the first time in five 
weeks. U.S. averages snapped multi-week declines after the Fed signaled 
the potential for two rate cuts this year. The Russll 1000 Value Index 
outperformed the Russell 1000 Growth Index for the fifth consecutive 
week. Shares in Europe were higher on hopes a spending package would 
drive growth.  

Fixed Income: The Bloomberg Aggregate Index was higher for the first time 
in three weeks after the Fed signaled rate cuts are still expected this year. 
All sectors of fixed income markets were higher as yields fell (bond prices 
higher). U.S. TIPS and Investment Grade Corporate bonds led 
performance.      

Commodities/FX: The Bloomberg Commodity Index was higher for the third 
straight week. Crude oil prices posted their second straight week of gains 
after fresh U.S. sanctions on Iran and a new OPEC+ plan for some 
members to cut production. Gold prices were higher for the third straight 
week as investors sought the safe-haven on geopolitical tensions.  

Key Takeaways: 
• Consumers starting to spend less.   

• Homebuilder confidence falls amid tariff fears.   

•  Fed increases inflation expectations; marks down growth.       

• Global equities higher; U.S. snaps losing streak.   

• Treasury yields fall as Fed signals potential rate cuts.   

• Commodities rally for third straight week.  

LEI Falls Below Covid Pandemic Level 

Footnotes: Data is as of February 2025. 
Data Source: FactSet Research Systems, Verdence Capital Advisors. 
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Dow Jones 
Industrial 
Average 

41,985  1.2% -3.1% -1.6% 7.4% -0.9% 
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MSCI AC 
World (USD) 

842  0.7% -3.6% 0.0% 9.1% 0.4% 

S&P 500 5,668  0.5% -5.6% -4.1% 9.6% -3.3% 
MSCI EAFE 

(USD) 
2,485  0.8% 1.9% 11.6% 8.2% 10.3% 

Russell 
1000 Growth 

3,726  0.3% -8.5% -9.0% 10.0% -7.7% 
MSCI 

Europe ex 
UK (USD) 

2,817  0.0% 2.7% 15.3% 8.4% 14.6% 

Russell 
1000 Value 

1,845  1.0% -2.4% 1.4% 8.0% 1.6% 
MSCI Japan 

(USD) 
4,150  2.9% 2.1% 8.5% 4.4% 5.3% 

Russell 
2500 

3,603  0.9% -5.9% -6.7% -0.7% -6.3% 
MSCI UK 

(USD) 
1,329  0.0% 2.8% 11.3% 15.6% 10.2% 

Russell 
2000 

2,057  0.6% -6.2% -8.0% -0.7% -7.5% 
MSCI EM 

(USD) 
1,131  1.1% -1.2% 6.0% 10.5% 5.7% 

Nasdaq 17,784  0.2% -8.8% -9.0% 9.2% -7.8% 
MSCI Asia 
ex Japan 

(USD) 
735  1.3% -1.4% 5.6% 13.8% 4.8% 
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U.S. 
Aggregate 

4.6% 0.5% 1.1% 2.6% 5.3% 2.6% 
Bloomberg 
Commodity 

Index 
257 0.5% -1.1% 9.1% 11.2% 7.6% 

U.S. 
Govt/Credit 

4.5% 0.5% 1.1% 2.5% 5.1% 2.5% 
Crude Oil 
(USD/bbl) 

$68.8  1.8% -1.9% -1.3% -11.9% -3.0% 

U.S. 10 Year 
Treasury 

4.3% 0.6% 1.7% 3.3% 4.3% 3.6% Gold ($/oz) $3,022.2  0.8% 2.5% 15.6% 39.7% 15.3% 

U.S. TIPS 
(1-10YR) 

4.2% 0.6% 1.2% 3.3% 6.4% 3.1% Copper $508.8  4.3% 14.0% 27.1% 28.8% 27.8% 

U.S. High 
Yield 

7.5% 0.4% -0.1% 1.7% 8.4% 1.5% Wheat $558.3  -3.1% -7.2% 1.1% -13.3% -2.0% 

EM Bonds 
(USD) 

6.5% 0.3% 0.7% 2.5% 8.1% 2.5% U.S. Dollar 104 0.6% -2.4% -3.9% -0.4% -4.1% 

Municipal 
Bonds 

3.8% 0.3% -0.5% 0.7% 1.6% 0.4% VIX Index 19.3 -11.4% 5.9% 5.0% 49.2% 11.1% 

  

Global Equities Rally on Hopes for Central Bank Cuts 

Footnotes: Data is as of March 24, 2025. 

Source: Bloomberg Finance LP, Verdence Capital Advisors. 
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© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC.  Reproduction without permission is not permitted. The indexes presented are 
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from 
the securities in the index.  
 
This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources 
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any 
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to 
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal, 
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future 
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be 
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any 
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only 
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily 
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors, 
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot 
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice 
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such 
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any 
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be 
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such 
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the 
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide 
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular 
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks 
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are 
subject to greater credit risk, default risk, and liquidity risk. Commodity‐related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity‐
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition, 
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading 
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.  

 


