
Key Interest Rates
2024

3/29/24 6/28/24 9/27/24 12/27/24

2-yr Treasury Note 4.59 4.71 3.55 4.31

10-yr Treasury Note 4.2 4.36 3.75 4.62

30-yr Treasury Note 4.34 4.51 4.1 4.82

30-yr Fixed Mortgage 6.93 6.93 6.69 7.28

Corp. Bond Index 5.3 5.48 4.69 5.37

High-Yield Bond Index 7.83 8.09 7.22 7.65

Sources: JP Morgan Weekly Market Recap & Oppenheimer Markets Review At-a-Glance
Past performance does not guarantee future results, which may vary.

Key Equity Indexes - 
As of Quarter End

%YTD 
Return**

NTM 
P/E** P/B** Dividend 

Yield**

S&P 500 26.90 21.82 5.02 1.20

Russell 2000 12.20 24.54 1.07 1.26

Russell 1000 Growth 36.15 29.61 13.18 0.51

Russell 1000 Value 15.23 16.32 2.66 2.02

MSCI EAFE 4.96 13.82 1.82 3.02

MSCI EM 8.79 12.09 1.76 2.25

Sources: JP Morgan Weekly Market Recap; Northern Trust. Past performance does not guarantee 
future results, which may vary.  
** As of 12/27/2024
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years. Philip graduated with honors 
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Philip has been involved in portfolio management at the 
client or department level for over 27 years. He leads 
the Investment Committee where asset allocation and 
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portfolio recommendations. Helping clients meet 
their financial goals, whether it’s through investments 
or financial planning, is how our team gauges its 
success. That allows us to take a holistic approach to 
our client’s needs so we can tailor recommendations 
to their personal situation.”

Philip lives in Wellsboro and enjoys outdoor recreation 
activities.
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2024 YTD Style Performances**

US Equity Style MSCI World Style

Equity Size Value Core Growth Value Core Growth

Large 15.21% 26.34% 36.15% 16.93% 19.85% 22.48%

Medium 13.87% 16.47% 24.25% 14.71% 14.07% 13.17%

Small 8.13% 12.18% 16.37% 11.04% 11.41% 11.77%
Source:  Bloomberg. US Equity Style Returns are Russell Indices. Past performance does not guarantee future results, which may vary.  
**As of 9/27/2024
***All returns represent total returns as of 12/31/2024

YTD U.S. Fixed Income 
Performances***

Bloomberg Benchmark Return

Treasury IndexGrowth 0.58%

Aggregrate Index 1.25%

High Yield Bond Index 8.19%

Municipal Bond Index 1.05%
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FOURTH QUARTER 2024

RIDING THE MOMENTUM 
Supportive macro fundamentals. From an economic 
lens, the fourth quarter held some key similarities to the 
rest of 2024. The U.S. continued to grow at a solid pace 
that beat expectations, activity in Europe remained weak 
with dispersion across countries, and China’s challenges 
persisted. Meanwhile, most major central banks continued 
cutting policy rates. Despite the aspects of resemblance to 
recent quarters, there were also some notable shifts with 
lasting implications. After an eventful race, Donald Trump 
was elected the 47th president of the U.S. The change in 
government is in store for early 2025, but markets have 
already started to discount the implications. During the 
quarter, investors started to more seriously consider 
inflation risks from potential policies of the incoming 
administration. Amid these risks, a resilient economy and 
slower progress in inflation data, the Federal Reserve 
signaled a more cautious approach to rate cuts moving 
forward. The December dot plot estimated just two rate 
cuts in 2025 versus four previously. In regions where the 
balance of economic risks appears more skewed to the 
downside, such as Europe and China, there is still a fair 
degree of expected policy loosening. Hamstrung by low 
economic growth and political challenges in France and 
Germany, the European Central Bank is expected to 
deliver roughly five more rate cuts in 2025. In China, the 
Politburo issued additional changes to its policy language 
and signaled more stimulus is on tap in the year ahead.    

Weaker quarter outside of U.S. equities. Fourth quarter 
asset class returns were mostly negative though this was 
overshadowed to a degree by ongoing optimism around 
U.S. equities. Interest rates moved up across the curve 
most notably in the leadup to the U.S. election and after 
the December Fed meeting. This left broader fixed income 
indexes in negative territory for the quarter. High yield 
fixed income benefited from a constructive credit backdrop 
– leaving it slightly higher overall in 4Q. U.S. equities
drifted slightly upwards in October before reacting
favorably to the cleaner-than-expected GOP sweep U.S.
election outcome. Areas like small cap equities, cyclical
sectors and regional banks saw the strongest reaction.
However, equities began to fade in December with a step
lower following the December Fed meeting. The
Magnificent 7 group held up well while many other parts of
the market faded in a weak finish to a strong year for U.S.
equities. The Magnificent 7 accounted for more than all of
the S&P 500’s 4Q gain and over half of the index’s 25%
gain in 2024. Outside the U.S., equities struggled with
headwinds from a less-robust economic backdrop, some
political uncertainty and additional policy risk (e.g., tariffs)
from the U.S. election outcome – on top of drag from
dollar strength. Both emerging markets and non-U.S.
developed market equities trailed the U.S. by around 10%
in 4Q. Real assets also lagged with more weakness in
natural resources and global real estate while global listed
infrastructure fared better given its favorable exposure
towards increased power demand.

FOURTH QUARTER 2024 TOTAL RETURNS (%)
U.S. equities capped off a strong year of performance, especially relative to most other major asset classes.

Source: Northern Trust Asset Management, Bloomberg. NR: Natural Resources; GRE: Global Real Estate; GLI: Global Listed Infrastructure.
Indexes are gross of fees. Past performance is not indicative or a guarantee of future results. Index performance returns do not reflect any 
management fees, transaction costs or expenses. It is not possible to invest directly in any index.  

Cash Muni
Inv.

Grade TIPS
High
Yield EM Debt U.S.

Dev.
Ex-U.S. EM NR GRE GLI
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KEY DEVELOPMENTS

U.S. Resilience on Repeat
U.S. economic resilience continued in 4Q, bolstered by 
a solid consumer and labor market backdrop. Investor 
concerns tilted more towards upside inflation risk versus 
downside growth risk. Europe’s growth outlook was 
more muted with drag from weaker conditions and 
political uncertainty in core economies (e.g., Germany, 
France) outweighing more robust activity in peripheral 
countries. China’s economic environment showed some 
signs of improvement while policymakers indicated 
more monetary and fiscal policy support in December.

PURCHASING MANAGER INDEXES 

Monetary Easing Continues
Rate cuts from major developed market central banks 
continued in 4Q. The policy paths have not been 
uniform with the Fed looking to slow the pace of cuts,
the Bank of England pursuing a more gradual pace of 
cuts and the European Central Bank considering 
accelerated easing. This reflects how policymakers are 
choosing to balance considerations around some 
degree of slowing growth and still-elevated inflation.
Overall, central banks cut noticeably less than investors 
were anticipating heading into 2024.

CENTRAL BANK POLICY MOVES (BPS)

U.S. Election Caps a Busy Year of Voting
Wrapping up a tough year at the polls for incumbent 
parties, the U.S. election results were clearer than 
many expected with a GOP sweep outcome. Cyclical 
areas of the market (e.g., small caps, regional banks)
performed well initially post-election. Relative to 2016, 
the financial market reaction was directionally similar 
but of a lower magnitude and less sustained across the 
rest of the year. This reflects a number of factors with a 
key one being how the U.S. growth and inflation mix is 
quite different from 2016.

POST-ELECTION EQUITY RETURNS (%)

Ongoing Optimism on U.S. Equities
4Q intensified divergence in regional returns observed 
earlier in 2024. U.S. equities outpaced their non-U.S. 
peers by double digits in 4Q, leaving them with a ~20%
advantage in 2024 in dollar terms. This was aided by a 
combination of more favorable economic and corporate 
fundamentals, continued strength in megacap tech and 
dollar strength as well as less risk from the U.S. election 
outcome. 2024’s U.S. equities return marks the fifth out 
of the past six years of both strong double-digit gains
and outperformance versus the major non-U.S. regions.

CALENDAR YEAR EQUITY RETURNS (%)
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chart; fourth chart: indexes shown are MSCI indexes for each region. Past performance is not indicative or a guarantee of future results. Index 
performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 

2	 QUARTERLY REPORT

QUARTERLY REPORT

KEY DEVELOPMENTS

U.S. Resilience on Repeat
U.S. economic resilience continued in 4Q, bolstered by 
a solid consumer and labor market backdrop. Investor 
concerns tilted more towards upside inflation risk versus 
downside growth risk. Europe’s growth outlook was 
more muted with drag from weaker conditions and 
political uncertainty in core economies (e.g., Germany, 
France) outweighing more robust activity in peripheral 
countries. China’s economic environment showed some 
signs of improvement while policymakers indicated 
more monetary and fiscal policy support in December.

PURCHASING MANAGER INDEXES 

Monetary Easing Continues
Rate cuts from major developed market central banks 
continued in 4Q. The policy paths have not been 
uniform with the Fed looking to slow the pace of cuts,
the Bank of England pursuing a more gradual pace of 
cuts and the European Central Bank considering 
accelerated easing. This reflects how policymakers are 
choosing to balance considerations around some 
degree of slowing growth and still-elevated inflation.
Overall, central banks cut noticeably less than investors 
were anticipating heading into 2024.

CENTRAL BANK POLICY MOVES (BPS)

U.S. Election Caps a Busy Year of Voting
Wrapping up a tough year at the polls for incumbent 
parties, the U.S. election results were clearer than 
many expected with a GOP sweep outcome. Cyclical 
areas of the market (e.g., small caps, regional banks)
performed well initially post-election. Relative to 2016, 
the financial market reaction was directionally similar 
but of a lower magnitude and less sustained across the 
rest of the year. This reflects a number of factors with a 
key one being how the U.S. growth and inflation mix is 
quite different from 2016.

POST-ELECTION EQUITY RETURNS (%)

Ongoing Optimism on U.S. Equities
4Q intensified divergence in regional returns observed 
earlier in 2024. U.S. equities outpaced their non-U.S. 
peers by double digits in 4Q, leaving them with a ~20%
advantage in 2024 in dollar terms. This was aided by a 
combination of more favorable economic and corporate 
fundamentals, continued strength in megacap tech and 
dollar strength as well as less risk from the U.S. election 
outcome. 2024’s U.S. equities return marks the fifth out 
of the past six years of both strong double-digit gains
and outperformance versus the major non-U.S. regions.

CALENDAR YEAR EQUITY RETURNS (%)

40

45

50

55

60

Dec-23 Mar-24 Jun-24 Sep-24 Dec-24

U.S. Mfg. U.S. Services
Europe Mfg. Europe Services

-200

-150

-100

-50

0

50

U.S. Europe U.K. Japan Canada

2024 expected 2024 actual 2025 expected

-10

0

10

20

S&P 500 Russell
2000

Financials Energy Tech Health
Care

2016 (11/8 to 12/31) 2024 (11/5 to 12/31)

-20
-10

0
10
20
30
40

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

U.S. Dev. ex-U.S. Emerging markets

Source: Northern Trust Asset Management, Bloomberg, S&P Global. Data as of 12/31/2024. Note: sectors shown are S&P 500 sectors in third 
chart; fourth chart: indexes shown are MSCI indexes for each region. Past performance is not indicative or a guarantee of future results. Index 
performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 



QUARTERLY REPORT

MARKET REVIEW

Interest Rates
The Treasury curve regained a more normal upward-
sloping shape as most interest rates notably increased 
during the quarter. The Fed lowered its policy rate by 50 
bps total, but it also signaled a more cautious approach 
to future rate cuts and raised its estimate of the long-run 
neutral rate. Rising bond yields coincided with a mix of 
healthy economic growth, slightly firmer inflation prints 
and higher risk premiums that materialized around the 
outcome of the U.S. Presidential election. The 10-year 
yield is now about 40 bps below last year’s high of 5%.

U.S. TREASURY YIELD CURVE

Credit Markets
Investment grade spreads tightened 7 bps to 0.77%, 
which marks one of the lowest end-of-quarter levels in
decades. High yield spreads tightened 8 bps to 2.87%, 
which is also very tight by historical standards. The 
December Fed meeting led to some volatility, however, 
overall, credit markets remained consistent with a 
sound financial market backdrop. In terms of returns, 
investment grade fixed income lost 3.1% versus a 0.2%
gain for high yield as the increase in interest rates 
weighed on higher duration asset classes.

CREDIT SPREADS

Equities
U.S. equities exhibited strong regional leadership with a 
2.6% gain versus a 7.4% loss for developed ex-U.S. 
equities and 7.7% loss for emerging markets. Economic 
and corporate earnings growth underpinned another 
solid quarter for the U.S. that was threatened at times 
by rising bond yields and episodes of sharp volatility. 
The tech rally persisted alongside strong performance 
for higher-beta cyclical stocks versus defensives. The 
non-U.S. regions struggled with headwinds from a 
strong U.S. dollar and shaky economic momentum.

REGIONAL EQUITY INDICES

Real Assets
It was a weak quarter for real assets with listed 
infrastructure (-2.5%), real estate (-9.1%) and natural 
resources (-11.8%) all lagging global equities (-0.9%). 
Despite the pickup in bond yields, listed infrastructure 
showed some resilience as energy infrastructure 
performed well in response to potential policies of the 
incoming Trump Administration. Real estate traded 
lower with higher interest rates. Natural resources saw 
broad-based weakness at the sector level given a tepid 
global growth backdrop and ongoing struggles in China.

REAL ASSET INDICES
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Source: Bloomberg. Returns in U.S. dollars. Indexes are gross of fees. Past performance is not indicative or a guarantee of future results. Index 
performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index.
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MARKET EVENTS

OCTOBER NOVEMBER DECEMBER

Tensions between Israel and Iran 
ratchet up, including Israel's ground 
invasion in Lebanon targeted at 
Hezbollah. Oil prices temporarily surge 
in response.

Donald Trump wins the U.S. 
presidential election. The initial market 
reaction suggests relief from incremental 
policy clarity and limited concern on the 
broader economic growth picture.

French prime minister Michel 
Barnier loses a vote of no confidence in 
the National Assembly, the first time a 
French premier has been forced out 
since 1962.

U.S. inflation surprises to the upside 
and initial claims jump to 258,000 from 
225,000, likely reflecting an impact by 
Hurricane Helene.

The Fed cuts its policy rate by 25 
bps as broadly anticipated for the 
second cut of the year. Fed messaging 
points to no change in the near-term 
policy outlook.

The November U.S. employment 
data bounces back from temporarily 
distorted levels in October.

Strong September retail sales leads 
to an upgrade in third quarter U.S. 
economic growth estimates.

Fed Chair Powell states that "the 
economy is not sending any signals that 
we need to be in a hurry to lower rates".

U.S. Core CPI increases 0.3% m/m 
or 3.3% year-over-year (y/y). Over the 
past three months, core CPI increased at 
an annualized rate of 3.7%.

The U.S. economy expands at a 
healthy pace of 2.8% in the third quarter. 
The composition of growth is strong.

The Biden administration lifts
restrictions to allow Ukraine to use U.S.-
provided long-range missiles to strike 
targets deep into Russian territory.
Russian attacks on Ukraine intensify.

The Fed delivers a hawkish rate 
cut. The median projection in the Fed’s 
updated Summary of Economic 
Projections (SEP) shows two rate cuts in 
2025 versus four previously.

Microsoft (MFST) beats earnings 
estimates but provides disappointing 
guidance. 

Nvidia (NVDA) beats revenue and 
earnings expectations. Guidance for the 
current quarter is in-line with 
expectations.

The Brazilian real and equity 
markets suffer significant losses over 
growing concerns of the country's debt.

Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate (Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP 
Morgan GBI-EM Global Diversified (Em. Markets Fixed Income); MSCI U.S. Equities IMI (U.S. Equities); MSCI World ex-U.S. IMI (Dev. ex-U.S. Equities); MSCI Emerging 
Market Equities IMI (Em. Markets Equities); S&P Global Natural Resources (Natural Resources); MSCI ACWI IMI Core Real Estate (Global Real Estate); S&P Global 
Infrastructure (Global Listed Infrastructure). 
IMPORTANT INFORMATION. For Asia-Pacific and Europe markets, this information is directed to institutional, professional and wholesale clients or investors only and should 
not be relied upon by retail clients or investors. The information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary 
to local law or regulation. Northern Trust and its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than 
described in this information. This information is obtained from sources believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not 
constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each investor. Opinions 
and forecasts discussed are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change without notice. 
This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation with respect to any 
transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information as a substitute for obtaining specific 
legal or tax advice from their own professional legal or tax advisors.  
Past performance is no guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance returns contained herein are 
subject to revision by Northern Trust. Comparative indices shown are provided as an indication of the performance of a particular segment of the capital markets and/or 
alternative strategies in general. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 
For additional information on fees, please refer to Part 2a of the Form ADV or consult a Northern Trust representative. 
Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund Managers (Ireland) Limited, 
Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, LLC, Northern Trust Asset Management Australia Pty Ltd, and investment 
personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. 
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4Q 2024 global equity total return: -0.9%
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OCTOBER NOVEMBER DECEMBER
Tensions between Israel and Iran
ratchet up, including Israel’s ground
invasion in Lebanon targeted at
Hezbollah. Oil prices temporarily surge
in response.

Donald Trump wins the U.S.
presidential election. The initial market
reaction suggests relief from incremental
policy clarity and limited concern on the
broader economic growth picture.

French prime minister Michel
Barnier loses a vote of no confidence in
the National Assembly, the first time a
French premier has been forced out
since 1962.

U.S. inflation surprises to the upside
and initial claims jump to 258,000 from
225,000, likely reflecting an impact by
Hurricane Helene.

The Fed cuts its policy rate by 25
bps as broadly anticipated for the
second cut of the year. Fed messaging
points to no change in the near-term
policy outlook.

The November U.S. employment
data bounces back from temporarily
distorted levels in October.

Strong September retail sales leads
to an upgrade in third quarter U.S.
economic growth estimates.

Fed Chair Powell states that “the
economy is not sending any signals that
we need to be in a hurry to lower rates”.

U.S. Core CPI increases 0.3% m/m
or 3.3% year-over-year (y/y). Over the
past three months, core CPI increased at
an annualized rate of 3.7%.

The U.S. economy expands at a
healthy pace of 2.8% in the third quarter.
The composition of growth is strong.

The Biden administration lifts
restrictions to allow Ukraine to use U.S.-
provided long-range missiles to strike
targets deep into Russian territory.
Russian attacks on Ukraine intensify.

The Fed delivers a hawkish rate
cut. The median projection in the Fed’s
updated Summary of Economic
Projections (SEP) shows two rate cuts in
2025 versus four previously.

Microsoft (MFST) beats earnings
estimates but provides disappointing
guidance.

Nvidia (NVDA) beats revenue and
earnings expectations. Guidance for the
current quarter is in-line with
expectations.

The Brazilian real and equity
markets suffer significant losses over
growing concerns of the country’s debt.
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MARKET EVENTS

OCTOBER NOVEMBER DECEMBER

Tensions between Israel and Iran 
ratchet up, including Israel's ground 
invasion in Lebanon targeted at 
Hezbollah. Oil prices temporarily surge 
in response.

Donald Trump wins the U.S. 
presidential election. The initial market 
reaction suggests relief from incremental 
policy clarity and limited concern on the 
broader economic growth picture.

French prime minister Michel 
Barnier loses a vote of no confidence in 
the National Assembly, the first time a 
French premier has been forced out 
since 1962.

U.S. inflation surprises to the upside 
and initial claims jump to 258,000 from 
225,000, likely reflecting an impact by 
Hurricane Helene.

The Fed cuts its policy rate by 25 
bps as broadly anticipated for the 
second cut of the year. Fed messaging 
points to no change in the near-term 
policy outlook.

The November U.S. employment 
data bounces back from temporarily 
distorted levels in October.

Strong September retail sales leads 
to an upgrade in third quarter U.S. 
economic growth estimates.

Fed Chair Powell states that "the 
economy is not sending any signals that 
we need to be in a hurry to lower rates".

U.S. Core CPI increases 0.3% m/m 
or 3.3% year-over-year (y/y). Over the 
past three months, core CPI increased at 
an annualized rate of 3.7%.

The U.S. economy expands at a 
healthy pace of 2.8% in the third quarter. 
The composition of growth is strong.

The Biden administration lifts
restrictions to allow Ukraine to use U.S.-
provided long-range missiles to strike 
targets deep into Russian territory.
Russian attacks on Ukraine intensify.

The Fed delivers a hawkish rate 
cut. The median projection in the Fed’s 
updated Summary of Economic 
Projections (SEP) shows two rate cuts in 
2025 versus four previously.

Microsoft (MFST) beats earnings 
estimates but provides disappointing 
guidance. 

Nvidia (NVDA) beats revenue and 
earnings expectations. Guidance for the 
current quarter is in-line with 
expectations.

The Brazilian real and equity 
markets suffer significant losses over 
growing concerns of the country's debt.

Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate (Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP 
Morgan GBI-EM Global Diversified (Em. Markets Fixed Income); MSCI U.S. Equities IMI (U.S. Equities); MSCI World ex-U.S. IMI (Dev. ex-U.S. Equities); MSCI Emerging 
Market Equities IMI (Em. Markets Equities); S&P Global Natural Resources (Natural Resources); MSCI ACWI IMI Core Real Estate (Global Real Estate); S&P Global 
Infrastructure (Global Listed Infrastructure). 
IMPORTANT INFORMATION. For Asia-Pacific and Europe markets, this information is directed to institutional, professional and wholesale clients or investors only and should 
not be relied upon by retail clients or investors. The information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary 
to local law or regulation. Northern Trust and its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than 
described in this information. This information is obtained from sources believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not 
constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each investor. Opinions 
and forecasts discussed are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change without notice. 
This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation with respect to any 
transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information as a substitute for obtaining specific 
legal or tax advice from their own professional legal or tax advisors.  
Past performance is no guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance returns contained herein are 
subject to revision by Northern Trust. Comparative indices shown are provided as an indication of the performance of a particular segment of the capital markets and/or 
alternative strategies in general. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 
For additional information on fees, please refer to Part 2a of the Form ADV or consult a Northern Trust representative. 
Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund Managers (Ireland) Limited, 
Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, LLC, Northern Trust Asset Management Australia Pty Ltd, and investment 
personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. 
© 2025 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A. 
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VIEWPOINTS	 January 2025
INVESTMENT PERSPECTIVE

HIGH HOPES, SOLID GROUNDS
We believe the macroeconomic outlook for the U.S. in 
2025 is solid and promising. Analysts project a GDP
growth rate of around 2.4%, driven by a combination of
strong consumer spending, robust private sector balance 
sheets, and a historically strong labor market. The Federal 
Reserve is expected to continue its easing cycle, with 
interest rate cuts likely to support economic expansion. 

Inflation is anticipated to remain within manageable levels, 
with core PCE inflation projected to slow to 2.2% by late 
2025. This easing of inflationary pressures will allow the 
Federal Reserve to maintain accommodative monetary 
policies, further bolstering economic growth. 

With regards to the stock market, 2024 showcased 
remarkable performance, with the S&P 500 surging by
approximately 28% year-to-date, which would mark its 
best annual performance since 2019. This strong 
performance was driven by a combination of factors, 
including robust corporate earnings, lower inflation rates, 
and a series of interest rate cuts by the Federal Reserve. 
The post-election rally further boosted investor confidence, 
leading to record highs and significant gains across 
various sectors. 

Looking ahead to 2025, the tech cycle remains a central 
theme. The continued advancement in artificial intelligence 
(AI) and other innovative technologies is expected to drive 
further growth in the tech sector. Additionally, expectations 

are high for more than 12% earnings growth next year, 
fueled by strong IT capital expenditure and technological 
innovation. 

Geopolitical risks loom large in 2025, with tensions in 
regions like the Middle East and Asia potentially disrupting
global supply chains and impacting investor sentiment.
These uncertainties could lead to increased costs for the
U.S. defense budget, as the government seeks to bolster
national security and respond to international threats. The
Department of Defense has already proposed a $849.8
billion budget for 2025, reflecting the need to address
these geopolitical challenges.

European economies are still stuck in the mud – fiscal
consolidation remains a focus and a potential drag on
growth, while political instability in France and Germany is
ongoing. The fiscal outlook in China is improving, but
domestic consumption continues to face headwinds.  

Overall, we maintained a preference for equities over fixed 
income on the basis that the macroeconomic backdrop
will remain supportive. Within equities, TAA continues to
prefer the U.S. versus other regions given a better 
economic backdrop, healthier corporate fundamentals, 
and lower net downside risk from policies floated by the
incoming U.S. Administration. Within fixed income, the
committee believes high yield remains attractive given its
starting yield of ~7% and an expectation of low defaults.

UNEXPECTED, YET FREQUENT: STOCK MARKET SURGES NEARLY 30%
Strong U.S. stock market performance was not expected in 2024, but it fell in line with historical data. 

Source: Northern Trust Asset Management, Bloomberg. Annual total return data from 12/31/1926 through 12/29/2023. S&P 500 index. 
Numbers from Ibbotson until 1988. Past performance is not indicative or a guarantee of future results.

0

5

10

15

20

25

<-30% -30% to -20% -20% to -10% -10% to 0% 0% to 10% 10% to 20% 20% to 30% 30% to 40% >40%

NUMBER OF ANNUAL U.S. STOCK MARKET RETURNS SINCE 1927



R
is

k 
Ty

pe
As

se
t C

la
ss

Se
ct

or
 C

at
eg

or
y

U
nd

er
W

ei
gh

t
N

eu
tra

l
O

ve
r

W
ei

gh
t

Vi
ew

po
in

ts

C
as

h/
C

as
h 

Al
te

rn
at

iv
es

U
ltr

as
ho

rt
 B

on
ds

W
e 

re
du

ce
d 

in
 O

ct
ob

er
 to

 fa
ll 

ba
ck

 to
 n

eu
tra

l. 
W

ith
 F

ed
 ra

te
 c

ut
s 

an
d 

a 
so

lid
 e

co
no

m
y,

 
w

e 
fa

vo
re

d 
TI

PS
 a

nd
 In

ve
st

m
en

t G
ra

de
 B

on
ds

.

Risk Control

Al
te

rn
at

iv
es

 
(F

ix
ed

 B
as

ed
)

A
bs

ol
ut

e 
R

et
ur

n
Th

is
 is

 a
 b

on
d 

al
te

rn
at

iv
e 

ca
te

go
ry

. G
iv

en
 c

ur
re

nt
 y

ie
ld

s,
 w

e 
be

lie
ve

 c
or

e 
fix

ed
 in

co
m

e 
pr

ov
id

es
 b

et
te

r r
is

k/
re

w
ar

d.
 W

e 
re

ta
in

 o
ur

 u
nd

er
w

ei
gh

t.

In
fla

tio
n-

Li
nk

ed
 B

on
ds

W
e 

ad
de

d 
to

 T
IP

S 
in

 O
ct

ob
er

 to
 ta

ke
 a

dv
an

ta
ge

 o
f f

av
or

ab
le

 b
re

ak
ev

en
 le

ve
ls

 b
rin

gi
ng

 
th

e 
as

se
t c

la
ss

 to
 a

 s
lig

ht
 o

ve
rw

ei
gh

t.

Fi
xe

d 
In

co
m

e

U
S 

In
ve

st
m

en
t G

ra
de

 
B

on
ds

Yi
el

ds
 p

ro
vi

de
 re

sp
ec

ta
bl

e 
en

try
 p

oi
nt

s 
as

 b
on

ds
 tr

y 
to

 e
st

ab
lis

h 
eq

ui
lib

riu
m

. S
ub

si
di

ng
 

in
fla

tio
n 

an
d 

Fe
d 

ra
te

 c
ut

s 
ar

e 
co

un
te

re
d 

by
 a

 s
ol

id
 U

.S
. e

co
no

m
y 

an
d 

in
cr

ea
se

d 
U

.S
. 

go
ve

rn
m

en
t d

eb
t i

ss
ua

nc
e.

In
te

rn
at

io
na

l B
on

ds
U

.S
. y

ie
ld

s 
ar

e 
hi

gh
er

 th
an

 y
ie

ld
s 

of
 m

os
t f

or
ei

gn
 d

ev
el

op
ed

 m
ar

ke
ts

. T
he

 U
.S

. e
co

no
m

y 
is

 a
ls

o 
st

ro
ng

er
 th

an
 m

os
t f

or
ei

gn
 d

ev
el

op
ed

 e
co

no
m

ie
s.

 W
e 

st
ay

 u
nd

er
w

ei
gh

t i
nt

er
na

-
tio

na
l b

on
ds

.  

Em
er

gi
ng

 M
ar

ke
ts

 
B

on
ds

EM
 B

on
ds

 b
ec

am
e 

m
or

e 
at

tra
ct

iv
e 

gi
ve

n 
th

ei
r y

ea
r-t

o-
da

te
 u

nd
er

pe
rfo

rm
an

ce
. W

e 
ad

de
d 

sl
ig

ht
ly

 to
 th

e 
ca

te
go

ry
 in

 O
ct

ob
er

 to
 b

rin
g 

it 
to

 n
eu

tra
l.

Risk Assets

H
ig

h 
Yi

el
d 

B
on

ds
Yi

el
ds

 re
m

ai
n 

at
tra

ct
iv

e 
re

la
tiv

e 
to

 o
th

er
 fi

xe
d 

in
co

m
e 

as
se

t c
la

ss
es

, b
ut

 th
e 

sp
re

ad
 to

 
Tr

ea
su

rie
s 

re
m

ai
ns

 b
el

ow
 a

ve
ra

ge
. W

e 
sl

ig
ht

ly
 re

du
ce

d 
to

 fu
nd

 o
ur

 E
M

 B
on

d 
tra

de
, b

ut
 

re
m

ai
n 

at
 n

eu
tra

l.

Eq
ui

tie
s

U
S 

La
rg

e 
C

ap
In

 O
ct

ob
er

, w
e 

ad
de

d 
to

 g
ro

w
th

 to
 b

rin
g 

to
 n

eu
tra

l a
nd

 lo
w

er
ed

 o
ur

 o
ve

rw
ei

gh
t i

n 
va

lu
e.

 
O

ve
ra

ll,
 w

e 
re

m
ai

n 
sl

ig
ht

ly
 a

bo
ve

 n
eu

tra
l f

av
or

in
g 

do
m

es
tic

 la
rg

e 
ca

ps
 o

ve
r i

nt
er

na
tio

na
l.

D
ev

el
op

ed
 E

x-
U

S
W

e 
re

ta
in

 a
 s

lig
ht

 o
ve

rw
ei

gh
t t

o 
fo

re
ig

n 
la

rg
e 

ca
p 

vi
a 

ou
r e

xp
os

ur
e 

to
 fo

re
ig

n 
la

rg
e 

va
lu

e.
 

W
e 

re
ta

in
 o

ur
 u

nd
er

w
ei

gh
t t

o 
fo

re
ig

n 
sm

al
l/m

id
 k

ee
pi

ng
 o

ur
 s

lig
ht

 u
nd

er
w

ei
gh

t t
o 

th
e 

ov
er

al
l c

at
eg

or
y.

U
S 

M
id

 &
 S

m
al

l C
ap

W
e 

ad
de

d 
to

 s
m

al
l c

ap
 v

al
ue

 in
 O

ct
ob

er
 k

ee
pi

ng
 th

e 
ca

te
go

ry
 a

t o
ve

rw
ei

gh
t. 

M
id

 c
ap

s 
an

d 
sm

al
l c

ap
s 

off
er

 g
ro

w
th

 e
xp

os
ur

e 
at

 re
as

on
ab

le
 v

al
ua

tio
ns

 a
nd

 F
ed

 c
ut

s 
m

ay
 b

e 
m

or
e 

im
pa

ct
fu

l f
or

 th
is

 c
at

eg
or

y.

Em
er

gi
ng

 M
ar

ke
ts

W
e 

m
ai

nt
ai

n 
an

 u
nd

er
w

ei
gh

t b
ut

 v
al

ua
tio

ns
 a

re
 re

as
on

ab
le

.  
C

hi
na

's
 s

tim
ul

us
 h

as
 p

ro
-

vi
de

d 
sh

or
t-t

er
m

 m
om

en
tu

m
 b

ut
 d

ol
la

r s
tre

ng
th

 a
nd

 g
eo

po
lit

ic
al

 c
on

ce
rn

s 
ha

ve
 u

s 
fa

vo
r 

do
m

es
tic

 e
qu

iti
es

. 

Al
te

rn
at

iv
es

 
(E

qu
ity

 B
as

ed
) &

 
R

ea
l A

ss
et

s

R
ea

l E
st

at
e

Fe
d 

ra
te

 c
ut

s 
ha

ve
 p

ro
vi

de
d 

m
om

en
tu

m
 to

 R
EI

Ts
 a

nd
 c

ur
re

nt
 in

co
m

e 
is

 a
ttr

ac
tiv

e.
 W

e 
re

m
ai

n 
ne

ut
ra

l c
ap

tu
rin

g 
th

e 
re

ce
nt

 o
ut

pe
rfo

rm
an

ce
 b

ut
 c

au
tio

us
 th

at
 lo

ng
er

 te
rm

 y
ie

ld
s 

w
ill 

de
cl

in
e 

m
uc

h 
fu

rth
er

.

C
om

m
od

iti
es

/N
at

ur
al

 
R

es
ou

rc
es

W
e 

re
ta

in
 o

ur
 n

eu
tra

l s
ta

nc
e 

fa
vo

rin
g 

fo
re

ig
n 

la
rg

e 
va

lu
e 

an
d 

U
.S

. l
ar

ge
 g

ro
w

th
 a

s 
a 

be
t-

te
r b

le
nd

ed
 a

pp
ro

ac
h 

to
 in

fla
tio

n 
te

m
pe

rin
g 

an
d 

an
 e

co
no

m
y 

sh
ow

in
g 

si
gn

s 
of

 c
oo

lin
g.

N
ot

e:
 V

ie
w

s 
ar

e 
su

bj
ec

t t
o 

ch
an

ge
 b

as
ed

 o
n 

m
ar

ke
t c

on
di

tio
ns

 a
nd

 o
th

er
 fa

ct
or

s.
 T

he
se

 v
ie

w
s 

sh
ou

ld
 n

ot
 b

e 
co

ns
tru

ed
 a

s 
a 

re
co

m
m

en
da

tio
n 

fo
r a

ny
 s

pe
ci

fic
 s

ec
ur

ity
 o

r s
ec

to
r. 

C
lie

nt
 p

or
tfo

lio
s 

m
ay

 o
r m

ay
 n

ot
 b

e 
at

 th
e 

re
co

m
m

en
de

d 
w

ei
gh

tin
gs

 a
bo

ve
 d

ue
 to

, b
ut

 n
ot

 li
m

ite
d 

to
: d

is
tri

bu
tio

ns
, t

ax
 m

an
ag

em
en

t l
im

ita
tio

ns
, s

ys
te

m
at

ic
 p

ur
ch

as
es

, e
tc

. N
O

T 
FD

IC
 IN

SU
R

ED
 / 

M
AY

 L
O

SE
 V

AL
U

E 
/ N

O
 B

AN
K 

G
U

AR
AN

TE
E

C
&

N
 P

O
R

T
FO

LI
O

 P
O

SI
T

IO
N

IN
G

:
SL

IG
H

T
LY

 A
B

O
V

E 
N

EU
T

R
A

L 
IN

 E
Q

U
IT

IE
S

M
ar

ke
t V

ie
w

s:
U

.S
. E

qu
iti

es
 A

re
 F

ai
rly

 P
ric

ed
. M

ar
ke

ts
 A

re
 D

ue
 F

or
 C

on
so

lid
at

io
n.

Fe
d 

Sl
ow

er
 T

o 
C

ut
 R

at
es

 In
 2

02
5.

 R
at

es
 S

ta
y 

H
ig

he
r F

or
 L

on
ge

r.
R

em
ai

n 
D

iv
er

si
fie

d.
 N

ew
 F

is
ca

l A
nd

 T
ax

 P
ol

ic
y 

Im
pa

ct
s 

U
nk

no
w

n.

M
ar

ke
t R

is
ks

:
Ea

rn
in

gs
 D

ec
lin

e 
An

d 
Pr

ic
e 

M
ul

tip
le

s 
C

on
tra

ct
 A

cc
or

di
ng

ly.
Pe

rs
is

te
nt

 In
fla

tio
n 

An
d 

H
ot

te
r L

ab
or

 M
ar

ke
t H

al
ts

 F
ed

 C
ut

s.
G

eo
po

lit
ic

al
 R

is
ks

 E
sc

al
at

e 
An

d 
Pr

es
su

re
 F

in
an

ci
al

 M
ar

ke
ts

.

C
&N

 V
an

ta
ge

 P
oi

nt
Ja

nu
ar

y 
20

25



VANTAGE POINT

Wealth Management
90-92 Main Street
Wellsboro, PA 16901

Wealth Management
90-92 Main Street
Wellsboro, PA 16901

Philip A. Prough, CIMA®, CFP®

SVP/Chief Investment Strategist
PhilipP@cnbankpa.com

Some products are not FDIC insured or guaranteed, not a deposit or other obligation of the bank, not guaranteed by the bank and are subject to investment 
risk, including the possible loss of the principal amount invested and are not insured by any other federal government agency.

Quarterly Market Recap & Outlook   Fourth Quarter, 2024

cnbankpa.com  |  570.724.0243

Jay M. Over, CFA, CIPM
Investment Strategist
JayO@cnbankpa.com

Listen to the latest C&N 
Vantage Point Podcast

C&N Vantage Point provides an in-depth look 
at C&N’s Wealth Management investment and 
financial planning strategies. Discussions include 
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