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Key Takeaways:
Labor market cracks getting bigger.
Consumer sentiment quickly deteriorating.
U.S. equities underperform global peers by most since 4Q12.
Bond yields tumble, sending bond prices higher.
Investors flock to safe-haven assets amid geopolitical uncertainty.

Global Markets Plummet on Economic Growth Fears - 1Q25 Recap

Geopolitical tensions and weaker
than expected economic data caused
volatility to surge in the first quarter of
2025. U.S. equity markets tumbled as
the mega-cap tech trade lost steam,
dragging major averages lower.
Treasury yields plummeted as
investors flocked to safety amid
increased recession fears.
Commodities were led higher by a
record quarter for safe-haven gold
prices. This week, we recap the first
quarter from an economic and asset
class perspective.

e Labor market cracks getting
bigger: The unemployment rate in
the U.S. increased 0.2% since the
beginning of the year (to 4.2%) and
layoffs have surged, driven by the
federal government.

o Inflation remains a headwind:
The Fed’s preferred inflation gauge,
PCE Core, remains above the 2%
target level set by the Federal
Reserve. Services inflation remains
the leading culprit of higher prices
driven by shelter and
transportation costs.

e Manufacturing back in
contraction; services slowing:
The ISM Manufacturing index fell
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back into contraction territory (a
reading below 50) as higher prices
weigh on activity. A gauge of the
services sector, which accounts
for more than two-thirds of the
economy, fell to a nine-month low.

® Consumer sentiment plummets:
Consumer confidence, as tracked
by the Conference Board, reached
the lowest level since January 2021
(92.9). Expectations over the next
six months fell to the lowest level in
12 years amid the uncertainty
about the economic
consequences of tariffs.

Global Equities - U.S. lags
international peers: The MSCI AC
World Index was lower for the
quarter, driven by underperformance
from U.S. equities.

e “Mag” 7 lead US selloff: All seven
“Magnificent 7” components
(Alphabet, Amazon, Apple, Meta,
Microsoft, Nvidia, and Tesla)
finished 1Q25 lower. All
companies, except for Meta, were
lower by more than 10%.

® The great rotation: The Russell
1000 Value Index outperformed the
Russell 1000 Growth Index by the
most since 1Q01. The

outperformance was led by the
energy, healthcare, and consumer
staples sectors. Consumer
discretionary and information
technology finished the quarterin
correction territory (a loss of at
least 10% from the high).

e Developed international
outperforms: The MSCI EAFE
Index outperformed the S&P 500 by
the most since 3Q02. European
markets led performance driven by
German equities.

Fixed Income - Bond yields tumble:
The Bloomberg Aggregate Index
rallied to start the year as investors
displayed a flight to quality.

e Sectors rally except for
municipals: All sectors of fixed
income were higher, except for
municipal bonds. US. TIPS led the
rally as inflation risks increased.

Commodities: The Bloomberg
Commodity Index posted its best
quarterly return since 1Q22.

e Gold rallies: Gold prices surged
the most since 3Q86 as invesors
sought out the safe haven asset
amid geopolitical uncertainty.
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Weekly Economic Recap -

Manufacturing activity slipped back into
contraction territory (a reading below 50) for
the first time this year. The new orders and
employment components fell the most. The
prices paid component rose to the highest
level since June 2022.

U.S. services activity, as measured by the ISM
Services Index, expanded at the slowest pace
in nine months in March. The employment
index registered its largest monthly drop since
2020 (7.7 points), bringing the gauge to its
lowest reading since 2023. Orders remained in
expansion territory (a reading above 50), but
fell on a monthly basis.

Job openings decreased in February to 7.57
million attributed to declines in retail trade,
financial activities, and accommodation/food
services. The quits rate (those who leave their
jobs voluntarily) was unchaged at 2%. Federal
employee layoffs increased to the highest
since 2010 amid the White House layoffs.

Layoffs surged nearly 205% from a year ago to
275.2k in March according to the Challenger
Job Cuts announcements. This marks the
third-highest monthly total (only trailing April
and May 2020) since Challenger began
reporting job-cut plans in 1989. The increase
was attributed to announced DOGE layoff
plans as furloughs in the federal government
climbed to 216K.

The U.S. economy added more jobs than
expected in March and downward revisions
over the previous two months were modest.
The unemployment rate increased slightly to
4.2% (from 4.1%). The share of employed
individuals holding multiple jobs increased to
the highest level since 2009.
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Key Takeaways:

Manufacturing slides back into contraction territory.
Layoffs surge driven by the federal government.

U.S. economy adds more jobs than expected.

Tariff plans cause global equities to plummet.
Treasury yields plunge on economic growth fears.
Commodities falter giving investors nowhere to hide.

Weekly Market Recap -

Equities: The MSCI AC World Index posted its worst weekly loss since the
height of the Covid pandemic (March 2020) as Trump’s announced tariff
plans were higher than feared. The U.S. led the weakness. The Dow Jones
Industrial Average posted two consecutive days of losses greater than
1,500 points for the first time ever. The tech-heavy Nasdaq entered bear
market territory, now lower by more than 20% from its December high.

Fixed Income: The Bloomberg Aggregate Index was higher for the third
straight week as Treasury yields fell sharply on recession fears (bond
prices higher). The U.S. 10YR yield fell ~25 basis points to close the week
at ~4% as investors sought out quality in the face of growth fears. High
yield corporate bonds underperformed higher quality areas of credit.

Commodities/FX: The Bloomberg Commodity Index was lower by the most
since June 2022. Crude oil prices fell on recession fears sparked by
Trump’s tariff plans. Gold prices fell for the first time in five weeks as
investors sold the safe-haven to cover losses in other areas of the market.

Layoffs Surge to Third-Highest on Record
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Footnotes: Data is as of March 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Many Indices Heading Towards Bear Market Territory
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Footnotes: Data is as of April 5, 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.
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