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FIRST QUARTER 2025 ECONOMIC AND FINANCIAL MARKETS REVIEW 
 

During the first quarter of 2025, the stock market became more volatile than it has been over the past 
couple of years. This is primarily due to competition between positive economic factors and uncertainty 
regarding recent news events. On the one hand, better-than-expected corporate earnings and positive 
economic growth, in addition to a Federal Reserve Board that is expected to be accommodative by 
lowering interest rates in the future, have been supportive for stocks. However, these positives have 
been offset by political and geopolitical uncertainty, including international trade wars. As a result, the 
stock market declined during the first quarter, with the S&P 500 Index down 4.59% and the Dow Jones 
Industrial Average down 1.28%. The Bloomberg Intermediate U.S. Government/Credit Bond Index 
increased 2.42% during the first quarter. 
 
The expectation has been that the Fed will no longer raise interest rates to fight inflation and will 
actually lower rates in the future. Lowering interest rates helps the economy to grow. However, recent 
comments from Fed officials regarding exactly when and how much rate cutting will take place have 
made investors nervous. Investors anticipated that the Fed would lower rates a significant number of 
times this year as inflation was coming down from its highest level in decades. However, inflation has 
proven to be stickier than the Fed initially predicted, and expectations have receded toward fewer rate 
cuts in 2025 than originally thought. Even though it is unlikely that the Fed will raise interest rates this 
year, the slower-than-expected pace of rate cuts has become a headwind for the financial markets. 
 
At the same time that inflation has struggled to come down to the Fed’s target rate of 2%, President 
Trump has been aggressive in imposing and threatening to impose tariffs on other countries. Tariffs can 
be inflationary, as higher costs for foreign companies exporting goods to the U.S. would likely be passed 
on to the consumers buying those goods. It remains to be seen how many of these tariffs are just threats 
being used for leverage in negotiating other political matters that may benefit the U.S. and how many 
will actually be imposed for the long term. Nonetheless, even President Trump has said these tariffs and 
possible trade wars may cause some economic “disturbance.” Monitoring these global trade 
developments will be meaningful for assessing the short-term direction of the stock market. 
 
Despite nagging inflation, the economy has generally been more resilient than expected. In fact, 
corporate profits and most economic indicators were positive in the first quarter. The potential for lower 
taxes and fewer federal regulations also boosts the confidence of investors and corporations. However, 
the labor market has slowed a bit, and inflation can’t quite decline to an acceptable level. Additionally, 
investors worry that expectations for future economic progress may be too high. Ironically, except for 
inflation data, bad economic figures may actually be a good thing for the stock market, as the Fed may 
feel compelled to decrease interest rates again if the economy starts to lag. It will be important to see 
how the economy reacts to potential headwinds as the year goes on. 
 
In the meantime, we are watching for a shift in investment trends that has not occurred for many years. 
For a long time, investing in certain areas of the stock market has made little sense, such as small-size 
companies or emerging markets stocks that have been riskier with lower returns. Also, value stocks have 
mostly underperformed growth stocks, like the big technology and communications companies that 
have such a significant weighting on the stock market indexes. Foreign stocks, in general, have mostly 
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underperformed for a long time relative to U.S. stocks. If things change, we may recommend shifting 
investments to different areas of the markets that we believe can add value. Additionally, if short-term 
bonds, which are generally considered safer than longer-term bonds, start to underperform, we may 
extend the duration of bonds for certain investors who can tolerate additional interest rate risk. 
 
We are hopeful that the positive factors that can impact the financial markets will provide  meaningful 
support for any additional choppiness in the markets in the near term. However, we expect the 
environment to remain volatile as long as uncertainty persists. That said, we do not think a long-term 
bear market in stocks or bonds is upon us. 
 
As always, we will continue to monitor ongoing economic and financial market conditions. In the 
meantime, please contact us if you have any questions regarding your portfolio or the financial markets 
in general. 
 
 
 
 
* Index returns were obtained from the Wall St. Journal and Bloomberg on April 1, 2025. 
 
Please remember that past performance may not be indicative 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 (including the investments and/or investment strategies recommended or undertaken 
by Nadler Financial Group, Inc.), or any non-investment related content, made reference to directly or indirectly in this 
commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your 
portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or 
applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not 
assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, 
personalized investment advice from Nadler Financial Group, Inc. Please remember to contact Nadler Financial Group, 
Inc., in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing /evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to 
modify any reasonable restrictions to our investment advisory services. Nadler Financial Group, Inc. is neither a law firm, 
nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or 
accounting advice. A copy of the Nadler Financial Group Inc.’s current written disclosure Brochure discussing our advisory 
services and fees continues to remain available upon request, or at www.nadlerfinancial.com.  
 
Historical performance results for investment indices, benchmarks, and/or categories have been provided for general 
informational / comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial 
charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have 
the effect of decreasing historical performance results. It should not be assumed that your Nadler Financial Group, Inc. 
account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance results 
do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your Nadler 
Financial Group, Inc. accounts; and (3) a description of each comparative benchmark/index is available upon request. 
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