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Economic Growth Forecasts Slashed 
 

Last week, the International Monetary 
Fund (IMF) slashed 2025 global 
growth forecasts to 2.8% (from 3.3% 
estimate in January), well below the 
historical (2000 – 2019) average of 
3.7%.1 This would mark the slowest 
expansion of global GDP since the 
Covid pandemic (in 2020). According 
to the report, the revision lower was  
attributed to “a greater amount of 
policy uncertainty, trade tensions, 
and expected softer demand 
momentum.” Global headline 
inflation is expected to moderate to 
4.3% in 2025, slighlty higher than the 
4.2% estimate from January. This 
week, we dive deeper into the IMF 
report and highlight key factors that 
caused the downgrade in growth.  

• Tariffs driving the growth 
downgrade: The IMF’s World 
Economic Outlook cited, “[an] 
escalation of trade tensions and 
extremely high levels of policy 
uncertainty are expected to have a 
significant impact on global 
economic activity.” If the 
“Liberation Day” tariffs were 
excluded from the analysis, global 
growth would have only been cut 
by 0.2% to 3.2% in 2025.  

• U.S. downward revisions: U.S. 
GDP is expected to grow 1.8% in 
2025, a 0.9% reduction from the 
estimate in January. In addition to 
trade uncertainty, the IMF added 
consumer and business sentiment 
in the U.S. has been more 
pessimistic. While the organization 
is not calling for a recession 
specifically in the U.S., IMF chief 
economist Pierre-Olivier Gourichas 
told reporters the IMF views 
recession odds at 40% (revised up 
from 25% in Oct. 2024). Inflation 
expectations increased by 1.0% for 
2025 from the January report to 
3.0%. The increase signifies a full 
percentage point above the Federal 
Reserve’s target as well.  

• Eurozone sees smaller 
downward revisions: The IMF 
forecast Euro area GDP would slow 
to 0.8% in 2025, only 0.2% below 
the January estimate. A potential 
increase in real wage growth and 
more public spending in Germany 
may be pillars of strength for the 
region. Spain is expected to grow 
2.5% in 2025, the most of all EU 
countries, bolstered by increased 
trading capabilities with Eastern 
European countries.2  

• Central bank challenges: 
Monetary policy faces many 
challenges in the year(s) to come, 
specifically from trade disputes 
and potential supply-chain 
disruptions. Inflation expectations 
have surged, especially in the U.S., 
forcing the Federal Reserve to 
weigh their dual mandate of 
maximum employment and stable 
prices. The IMF stated, “credibility 
of the monetary policy 
framework… and central bank 
independence, will remain key.”  

The Bottom Line: 
We agree the global economy faces 
many challenges, especially with the 
uncertainty around fiscal, trade and 
monetary policy.  The trade tensions 
have the potential to not only hurt 
U.S. growth prospects in the near-
term, but also force countries to work 
more constructively to achieve a 
stable and predictable trade 
environment. We think volatility in 
equity markets can continue and be 
driven by the regular headlines about 
trade negotiations (both good and 
bad). For long term investors, 
weakness should be viewed as 
potential buying opportunities.  

Key Takeaways: 
•  IMF cuts global growth forecast citing global trade tensions.  

•  U.S. sees 0.9% cut to 2025 GDP estimate from January. 

•  Eurozone sees smaller cuts supported by economic growth in Spain.  

•  Central banks to be challenged amid trade tensions.  

•  Clear and concise negotiations will be beneficial to growth.  
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Weekly Economic Recap – 
Consumer Sentiment Remains Historically 
Low  

The Leading Economic Indicators Index fell 
more than expected in March (-0.7% vs. -0.5% 
est.). Three components, specifically 
consumer expectations, stock prices, and 
new manufacturing orders, were the largest 
detractors from the index as economic 
uncertainty jumped.  

U.S. business activity slowed to a 16-month 
low in April according to the preliminary flash 
PMI reading from S&P Global. Prices charged 
for goods and services increased at the 
highest rate in over a year. Manufactured 
goods linked to tariffs were a leading culprit of 
price increases. Sentiment among companies 
about their output over the coming year fell for 
a third consecutive month, falling to the 
lowest level since July 2022.    

Sales of durbale goods (i.e., items meant to 
last at least three years) surged by the most 
since July as buyers look to get ahead of 
tariffs. The increase was led by a 139% 
increase in nondefense aircraft and parts. 

Sales of existing homes in March fell at the 
fastest monthly pace since November 2022, 
despite an increase in listings, which were up 
~20% from a year ago. Elevated mortgage 
rates dampened buyer demand. Sales across 
all regions were lower from February, driven by 
a sharp decline in the West.  

Consumer sentiment fell to its fourth lowest 
reading in history (52.2) according to the 
University of Michigan Sentiment Index. Year-
ahead inflation expectations sit at 6.5%, the 
highest since 1981. The expectations gauge 
fell to the lowest level since 2022 and 
consumers expected weaker income growth 
for themselves in the year ahead. 

  

Weekly Market Recap – 
Global Equities Rally as Trade Tensions Ease; Growth Outperforms 

Equities: The MSCI AC World Index was higher for the third straight week 
supported by reports of trade tensions easing between the U.S. and China. 
Technology/growth areas of the U.S. market outperformed on the positive 
trade developments. The tech-heavy Nasdaq led gains, followed by the 
S&P 500. Small-caps, as tracked by the Russell 2000, were higher for the 
third straight week.  

Fixed Income: The Bloomberg Aggregate Index was higher for the second 
straight week. Yields on longer-dated maturies fell the most (bond prices 
higher) on fears of an economic slowdown. All sectors of fixed income 
markets were higher.  

Commodities/FX: The Bloomberg Commodity Index was lower for the first 
time in three weeks. Crude oil prices were lower on the back of oversupply 
concerns and continued uncertainty around global tariff negotiations. 
Gold prices were lower as trade tensions eased. Softs commodities (i.e., 
agriculture products and livestock) outperformed, however, led by coffee 
futures on weather and transportation concerns.    

 Key Takeaways: 
•  Leading indicators continue to fall.  

•  Durable goods sales surge ahead of tariffs.   

•  Consumer sentiment at fourth lowest reading in history. 

•  U.S. equities lead global performance; tech higher.   

•  Bond prices rally on fears of economic slowdown.  

•  Commodities lower, softs outperform. 

 Inflation Expectations at Highest Since 1981 

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

40,114  2.5% -5.7% -9.3% 7.2% -5.2% 
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MSCI AC 
World 
(USD) 

825  4.0% -3.2% -5.1% 10.8% -1.5% 

S&P 500 5,525  4.6% -4.3% -9.1% 10.9% -5.7% 
MSCI EAFE 

(USD) 
2,460  2.9% -0.5% 5.2% 11.5% 9.9% 

Russell 
1000 

Growth 
3,675  6.8% -4.0% -12.1% 14.1% -8.9% 

MSCI 
Europe ex 
UK (USD) 

2,795  3.5% -0.5% 7.0% 12.0% 14.5% 

Russell 
1000 Value 

1,776  2.3% -4.7% -6.5% 6.4% -2.0% 
MSCI Japan 

(USD) 
4,012  1.9% -1.7% 3.1% 7.7% 3.0% 

Russell 
2500 

3,460  3.9% -6.0% -13.8% 0.5% -10.0% 
MSCI UK 

(USD) 
1,333  2.3% 0.3% 7.2% 14.9% 11.1% 

Russell 
2000 

1,958  4.1% -6.5% -14.9% 0.2% -11.9% 
MSCI EM 

(USD) 
1,097  2.7% -2.6% 1.3% 9.3% 2.8% 

Nasdaq 17,383  6.7% -4.8% -12.7% 12.2% -9.8% 
MSCI Asia 
ex Japan 

(USD) 
705  2.4% -3.6% 0.2% 10.8% 0.7% 
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U.S. 
Aggregate 

4.6% 0.7% 0.4% 2.6% 7.7% 2.7% 
Bloomberg 
Commodity 

Index 
251 -0.2% -2.1% 0.3% 4.5% 5.3% 

U.S. 
Govt/Credit 

4.5% 0.7% 0.4% 2.5% 7.4% 2.6% 
Crude Oil 
(USD/bbl) 

$62.9  -0.2% -6.4% -10.8% -20.9% -8.8% 

U.S. 10 
Year 

Treasury 
4.3% 0.6% 0.8% 3.9% 7.8% 3.9% Gold ($/oz) $3,319.7  -3.6% 7.0% 19.4% 41.2% 25.8% 

U.S. TIPS 
(1-10YR) 

4.1% 0.6% 0.9% 3.3% 8.1% 4.0% Copper $484.0  2.7% -5.4% 14.3% 6.4% 20.6% 

U.S. High 
Yield 

7.8% 1.3% -0.6% -0.1% 9.2% 1.1% Wheat $545.0  -3.5% -1.8% -6.5% -22.5% -6.4% 

EM Bonds 
(USD) 

6.6% 1.1% -0.4% 1.6% 9.4% 2.1% U.S. Dollar 99 1.3% -4.3% -7.7% -6.0% -8.2% 

Municipal 
Bonds 

4.1% 0.1% -1.6% -1.6% 1.1% -1.6% VIX Index 24.8 -16.2% 44.8% 67.3% 61.6% 43.2% 

 
 
 

 
1: file:///C:/Users/Nick%20Schiavone/Downloads/execsum%20(1).pdf  
 https://www.bloomberg.com/news/articles/2025-04-23/trade-worries-dominate-fed-s-beige-book-activity-little-
changed?cmpid=BBD042425_TRADE&utm_medium=email&utm_source=newsletter&utm_term=250424&utm_campaign=trade 
2: https://evrimagaci.org/tpg/imf-optimistic-about-spains-economic-growth-amid-trade-war-335630  
 
 
 
 
 
  

Equities Rally; Yields Fall 

Footnotes: Data is as of April 25, 2025. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 

file:///C:/Users/Nick%20Schiavone/Downloads/execsum%20(1).pdf
https://www.bloomberg.com/news/articles/2025-04-23/trade-worries-dominate-fed-s-beige-book-activity-little-changed?cmpid=BBD042425_TRADE&utm_medium=email&utm_source=newsletter&utm_term=250424&utm_campaign=trade
https://www.bloomberg.com/news/articles/2025-04-23/trade-worries-dominate-fed-s-beige-book-activity-little-changed?cmpid=BBD042425_TRADE&utm_medium=email&utm_source=newsletter&utm_term=250424&utm_campaign=trade
https://evrimagaci.org/tpg/imf-optimistic-about-spains-economic-growth-amid-trade-war-335630
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Disclaimer: 
© 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.  

 


