
Stock Market Commentary

Large Stocks
S&P 500 -4.3% 8.2% 9.0%
Russell 1000 -4.5% 7.8% 8.6%
Russell 1000 Growth -10.0% 7.8% 10.1%
Russell 1000 Value 2.1% 7.2% 6.6%

Medium and Small Stocks
S&P 400 Midcap -6.1% -2.7% 4.4%
Russell 2000 -9.5% -4.0% 0.5%
Russell 2000 Growth -11.1% -4.9% 0.8%
Russell 2000 Value -7.7% -3.1% 0.0%

International Stocks
MSCI Developed (EAFE) 7.0% 5.5% 6.7%
MSCI Emerging Markets 2.9% 8.1% 1.4%

Real Estate
DJ Wilshire REIT Index 1.2% 10.0% -1.4%

Bond Market Commentary

Taxable Bonds
Aggregate 2.8% 4.9% 0.5%
Intermediate Govt./Credit 2.4% 5.7% 2.2%
U.S. Government 2.9% 4.5% 0.0%
U.S. Credit 2.4% 4.9% 1.1%
High-Yield Bonds 1.0% 7.7% 5.0%

Tax-Free Bonds
3-Year Municipal 1.0% 3.4% 2.2%
5-Year Municipal 0.9% 2.5% 2.1%
10-Year Municipal 0.3% 0.5% 1.7%

Source: Bloomberg.

The bond indexes above are produced by Bloomberg.

Returns include the reinvestment of interest and dividends.   

*Returns are annualized.
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The rally in U.S. stocks came to an abrupt halt as uncertainty around tariffs, fiscal 
policy, and future economic growth put investors on edge. Technology and 
consumer discretionary stocks, two of the best-performing sectors last year, were 
particularly hard hit. The tech-heavy Nasdaq Composite Index and the broader S&P 
500 Index both fell into correction territory, declining over 10% from their peak and 
ultimately ending the quarter down 10% and 4.3%, respectively. 

Despite the dour headlines, not all markets were negative. International stocks, 
aided by a weakening U.S. dollar, posted robust gains. The MSCI EAFE Index, which 
tracks the performance of companies in developed markets including Japan and 
Europe, ended up 7%, the largest quarterly outperformance versus U.S. stocks since 
2002. The MSCI Emerging Markets Index, which includes countries such as China 
and India, also rose, up 3%. Even in the United States, 7 out of 11 sectors were 
positive, led by energy and healthcare. 

While economic uncertainty and market volatility may remain elevated in the near 
term, we continue to emphasize the importance of diversification and periodic 
rebalancing. U.S. stocks, particularly large technology companies, have been 
market leaders in recent years, but investable opportunities do exist outside that 
segment of the market. 

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

0 2 5 8 11 14 17 20 23 26 29

Y
ie

ld
 to

 M
a

tu
rity

Years to Maturity

Bond Yields

 U.S. Treasuries

 AAA-Rated Tax-Exempt Municipals

500

1500

2500

3500

4500

5500

6500 Stock Prices
 S&P 500 Index

 MSCI EAFE Index

In the first quarter of 2025, the fixed income market performed well as a risk 
diversifier, with the Bloomberg US Aggregate Bond Index rising 2.8% year-to-date. 
However, like equities, bond markets experienced notable volatility due to the threat 
of significant tariffs. These tariffs raised investor concerns about higher inflation and 
slower economic growth, prompting a shift to favor short-duration assets and a more 
defensive tactic in the fixed income market. 

As a result, corporate bond spreads widened in the first three months of 2025. High-
yield bond spreads spiked 78 basis points (bps) from their January low, before 
tightening slightly, while investment-grade spreads followed a similar pattern, rising 
modestly by 15 bps since February. 

The U.S. Federal Reserve acknowledged the rising risks to economic stability and 
responded by maintaining the federal funds rate at 4.25% to 4.5% and adopting a 
cautious approach. Other central banks, however, adopted more aggressive policies 
for 2025. Citing uncertainty over the impact of U.S. trade policies, the European 
Central Bank, Swiss National Bank, and Bank of Canada each cut their target rates 
by 25 bps in March. 
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Economic Commentary Key Economic Releases
EMPLOYMENT As of Expected Actual Prior
Unit Labor Costs (4Q) MAR 3.0% 2.2% 0.5%
Unemployment Rate MAR 4.1% 4.2% 4.1%
Average Hourly Earnings (YoY) MAR 4.0% 3.8% 4.0%
Change in Manufact. Payrolls MAR 0K 1K 8K
Change in Non-Farm Payrolls MAR 140K 228K 117K

INFLATION  (year over year) As of Expected Actual Prior
Consumer Price Index MAR 2.5% 2.4% 2.8%
CPI Ex Food & Energy MAR 3.0% 2.8% 3.1%
Producer Price Index MAR 3.3% 2.7% 3.2%
PPI Ex Food & Energy MAR 0.2% -0.4% 0.1%

HOME PRICES (year over year) As of Expected Actual Prior
S&P/Case Shiller Top 20 Mkts. JAN 4.8% 4.7% 4.5%

MANUFACTURING ACTIVITY As of Expected Actual Prior
Capacity Utilization FEB 77.8% 78.2% 77.7%
Leading Indicators FEB -0.2% -0.3% -0.2%
GDP Annualized (4Q) MAR 2.3% 2.4% 3.1%

PRODUCTIVITY As of Expected Actual Prior
Non-Farm Productivity (4Q) MAR 0.1% 1.5% 2.3%
Industrial Production FEB 0.2% 0.7% 0.3%

Source: Bloomberg.
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This report is based on information obtained from sources that we believe to be reliable, but we do not guarantee its accuracy or completeness.  Opinions and estimates may be changed or 
withdrawn without notice.  The information and opinions contained in this report should not be considered as recommendations to buy or sell any security or commodity.  Investments are not 
guaranteed, and past performance is not a guarantee of future results.

At Perkins Coie Trust Company, we believe that maintaining a long-term asset allocation and tax-intelligent strategy is an important priority.  We seek 
attractively valued investment opportunities in high-quality stocks, bonds and mutual funds across a full spectrum of geographic regions, sectors and 
specific industries.  By diversifying portfolios and focusing on fundamentals, we strive to manage market risk.  We stand ready to assist you in meeting your 
objectives.  For more information regarding trustee and investment services, please contact us toll-free at (888) 720-8382, locally at (206) 359-6462 or on 
the web at www.trust.perkinscoie.com.

In the first quarter of 2025, the U.S. economy found itself at a 
crossroads, balancing modest growth against the rising pressures 
of inflation and shifting global trade dynamics as various tariffs 
went into effect, with the president estimating $600 billion in tariff 
revenue per year, or 1.8% of current gross domestic product. 
Inflation remained a pressing concern as the core Personal 
Consumption Expenditures (PCE) price index, a key inflation 
indicator, rose 2.8% year-over-year, slightly above expectations.

In January and March, the Federal Reserve opted to hold interest 
rates steady, saying it is in no hurry to lower them in the current 
climate of uncertainty. The U.S. unemployment rate also held fast 
at 4.2%, combating expectations of higher unemployment in light of 
government job cuts linked to policy changes from the Department 
of Government Efficiency. 

Consumer sentiment dropped notably, with the University of 
Michigan’s consumer sentiment index reporting a 12% plummet 
from February to March across all demographics, marking its third 
consecutive month of decline. Expectations of less-stable personal 
finances, tariffs and their potential economic impact, higher 
unemployment, and persistent inflation all contributed to the 
decrease. Although uncertainty played a role in the erosion of 
consumer sentiment and other soft data, the hard data show a 
more stable picture as we head into the second quarter. 
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