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OUTLOOK 2025: GRAVITATIONAL SHIFTS

Report Video Webinar 

https://www.stifel.com/Newsletters/AdGraphics/InSight/Outlook/2025/Outlook2025.pdf
https://vimeo.com/1044353040/108ca77b37
https://vimeo.com/1047506405/8ceef24610
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OUTLOOK 2025: GRAVITATIONAL SHIFTS

Webinar

https://www.stifel.com/Newsletters/AdGraphics/InSight/Outlook/2025/Outlook2025.pdf
https://vimeo.com/1044353040/108ca77b37
https://vimeo.com/1047506405/8ceef24610
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(Geo)Politics
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TRUMP ADMINISTRATION 2.0

Deregulation
We have seen a significant rollback in Biden administration regulations via numerous 
executive orders, especially related to financial services, climate initiatives and energy. 
M&A activity is expected to increase as a result.

Taxes
The Trump administration will try to make good on election promises, but meaningful 
change, including the extension of the 2017 tax cuts, requires support from Congress, 
making Republican’s house margin crucial.

Healthcare
A focus on deregulation will seek to increase competition and efficiency, and a leading 
role for Robert F. Kennedy (RFK) Jr. means potentially more dramatic change.

Military and Defense
We expect support of a strong military, and changes to the legacy military leadership. 
Efforts towards peace negotiations in Russia/Ukraine and Israel/Hamas have been a 
priority.

Foreign Policy
An “America First” approach will be pursued with both U.S. allies and China, with tariffs 
imposed as a first big step toward aggressive negotiations. Sizable tariffs have been 
imposed against Mexico, Canada and China. 

Energy
An increased scrutiny and reduced tax credits on alternative energy, like wind and solar, 
will be offset with renewed support and deregulation for oil and gas and a growing focus 
on nuclear energy.

The Federal Reserve (Fed)
Like many presidents before him, President Trump will lobby for a more accommodative 
Fed, but we expect the Fed to maintain independence.

Government Spending
The focus on government efficiency is real and should result in reduced discretionary 
spending, with limited fiscal spending legislation.

Animal Spirits
Markets rallied on an uncontested election and optimism about deregulation and 
government efficiency, but we expect some volatility going forward.

Topics                                               Observations                                             
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Economy
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ECONOMIC GROWTH AND THE COMPOSITION OF GDP

4.0% Housing

17.2% Gov't spending

68.1% Consumption

-3.2% Net exports

Source: Stifel CIO Office via Bloomberg, as of February 18, 2025. 
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INFLATION AND FED POLICY

Source:  Stifel CIO Office via Bloomberg, as of February 18, 2025

Market forecasts based 
on fed fund futures
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FISCAL TRANSITION

In a higher rate regime, the cost of debt will increase going forward
for all segments of the economy: The Consumer, Business, Government 

Current Government Debt
2024 Deficit: $1.8 trillion

Total Debt: $36 trillion
Net Interest:
15% revenue

12% spending
33% discretionary

We remain optimistic that the U.S. will ultimately get through this fiscal transition 
stronger. But how much pain will we experience through the process, and when?

Debt Added Since GFC 10-year Treasury Yield

Now 4.5%
10 Years Forward 5.1%
20 Years Forward 4.5%

Households $5.6 trillion
Corporate $8.6 trillion
Federal $27.0 trillion

Source:  Stifel CIO Office, as of February 18, 2025; data via Bloomberg, St. Louis Federal Reserve (FRED), New York Federal Reserve, Strategas 

CBO Forecast 2034
2034 Deficit: $2.6 trillion

Total Debt: $56 trillion
Net Interest:
18% revenue

14% spending
43% discretionary

Quotes
“The…federal government’s fiscal path…is on an 
unsustainable path…you’ve got a very large deficit…So, 
it’s important…they be dealt with. It is ultimately a threat 
to the economy …” – Jay Powell

“Any country can borrow money and drive growth, but it 
may not always lead to good growth, so I think America 
should be quite aware that we’ve got to focus on it more.” 
– Jamie Dimon

“Policymakers need to put greater focus on the ballooning 
debt and deficit. The government’s ability to spend 
without constraint is not unlimited.”– David Solomon

GFC = Great Financial Crisis
CBO = Congressional Budget Office



15INVESTMENT STRATEGY BRIEF

ECONOMIC FORECASTS

Annualized percent change from prior quarter and year-over-year change are shown for quarterly and yearly periods, respectively.  Stifel estimates based on Stifel sell-side Economics 
department estimates.  **Percent change from fourth quarter to fourth quarter one year ago. “Consensus Estimates” for time periods that have passed represent actual results and consensus 
estimates in grey shaded boxes represent first estimate of year. 
Source: Stifel CIO Office via Bloomberg, as of February 18, 2025. Federal Reserve (Fed) estimates are as of December 18, 2024.
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Markets
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YIELD CURVE

Source: FactSet, Federal Reserve, J.P. Morgan Asset Management. Analysis references data back to 2020. *Peak inversion is measured by the 
spread between the yield on a 10-year Treasury and 2-year Treasury.

Guide to the Markets – U.S. Data are as of February 13, 2025.
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27% premium to 10-year average
In line with 10-year average

In 2024:
• The Magnificent Seven Stocks are together up 60%, now approximately 31% of the cap-weighted S&P 500 

and over 53% of the index return.*

Consensus 
2025 EPS

In line with recent high

20x 21x 22x 23x 24x 25x 26x

$285 5,415 5,700 5,985 6,454 6,555 6,840 7,292

$270 5,130 5,400 5,670 6,115 6,210 6,480 6,908

$268 5,092 5,360 5,628 6,069 6,164 6,432 6,857

$259 4,921 5,180 5,439 5,866 5,957 6,216 6,626

$250 4,750 5,000 5,250 5,662 5,750 6,000 6,396

$239 4,541 4,780 5,019 5,413 5,497 5,736 6,115

$230 4,370 4,600 4,830 5,209 5,290 5,520 5,884

EPS
EPS Forward P/E 
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MARKET PERFORMANCE

Source: Stifel CIO Office via Bloomberg, as of February 14, 2025

Index 2022 2023 2024
Nov 05 24 – 

Feb 14 25
2025 YTD

      S&P 500 Index -18.1% 26.3% 25.0% 6.1% 4.1%

      S&P 500 Eq. Weight. -11.5% 13.8% 13.0% 1.8% 3.4%

S&P Quality High Dividend -0.3% 5.5% 11.1% -2.3% 0.2%

      S&P 500 Financials -10.6% 12.1% 30.5% 11.3% 7.2%

      KBW Reg. Banking -6.9% -0.4% 13.2% 8.0% 5.1%

      Bloomberg U.S. 1000 Value -2.5% 9.4% 13.6% 3.1% 5.3%

      Bloomberg U.S. 1000 Growth -27.5% 36.1% 28.9% 7.7% 4.0%

      Bloomberg Magnificent 7 -45.3% 107.0% 67.3% 16.1% 1.7%

      NYSE FANG+ Index -40.0% 96.4% 51.0% 18.0% 6.9%

      Bloomberg U.S. 2000 -20.1% 17.1% 12.0% 1.9% 2.3%

      MSCI EAFE Index -14.5% 18.2% 3.8% 4.8% 8.7%

      MSCI EM Index -20.1% 9.8% 7.5% -0.4% 5.3%

      Bloomberg U.S. Agg -13.0% 5.5% 1.3% 0.3% 1.1%
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2025 FORECASTS
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BULL/BEAR SCENARIOS
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OUR BEAR CASE SCENARIO IN FOCUS

PATH DESCRIPTION PROBABILITY

Erosion of 
Animal Spirits

Erratic policy shifts or poor communication about government policy 
can trigger an equity market correction or bear market. 

15%

Global Recession
Positive U.S. economic forecasts may be undermined by foreign 
policy shifts, risking a global recession and bear market.

15%

Sustained Stagnation
If a recession occurs with persistent inflation, we risk sustained 
stagflation and a more severe bear market.

<5%

U.S. Fiscal Trajectory & 
Debt Mismanagement

Eroding investor confidence and the U.S. dollar losing its reserve 
status could trigger an economic depression and severe bear market.

<3%

Constitutional Unrest
Conflicts within the government, or even civil unrest, amplifies 
uncertainty and could disrupt the U.S. economy and markets.

<1%

Sight|Lines: Putting Bear Case Scenarios in Focus: Investment Ideas for Times of Trouble

Roadblocks to Growth

https://www.stifel.com/Newsletters/AdGraphics/InSight/Sightlines/2025/SL021325.pdf
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OUR BULL CASE SCENARIO IN FOCUS

Driver DESCRIPTION

Deregulation
A rollback in regulations, especially in financial services, energy, and healthcare, could 
mean lower compliance costs, faster expansion, and higher corporate profits. 

Tax Reforms
Lower corporate tax rates could increase after-tax profits, fueling expansion and hiring, 
while improved individual tax brackets may boost disposable income and spending.

Mergers & 
Acquisitions

The focus on antitrust will likely soften, with more strategic deals and faster approvals, 
potentially improving valuations and increased deal-making activity.

Strategic Trade & 
Manufacturing

If short-term tariffs lead to improved trade relations and more U.S. jobs, our manufacturing 
sector could become more competitive and experience growth.

Lower Energy Costs
Expansion of U.S. energy production, particularly in oil and gas, could mean lower 
production costs, stronger corporate profits, and easing inflationary pressures.

Improved 
Infrastructure

Investment in transportation, digital infrastructure, and energy networks could boost to 
jobs and consumer spending, driving long-term economic efficiency.

Government 
Efficiency & Fiscal 

Discipline

Although it will take some time, a tighter focus on spending could ease the debt burden, 
helping to stabilize our long-term fiscal health.

Sight|Lines: Putting Our Bull Case Scenario in Focus: Investment Ideas for Optimistic Investors

American Exceptionalism

https://www.stifel.com/Newsletters/AdGraphics/InSight/Sightlines/2025/SL022025.pdf


26INVESTMENT STRATEGY BRIEF

Looking Forward
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LONG-TERM INVESTMENT THEMES

Full Report

https://www.stifel.com/Newsletters/AdGraphics/InSight/Investment_Themes/Investment_Themes.pdf
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NAVIGATING KEY DATES

Sources of Potential Volatility
• Macroeconomic Conditions
➢ Economy 
➢ Inflation
➢ Monetary Policy 
➢ Market Valuations

• Geopolitical Tensions
➢ Russia – Ukraine
➢ Israel – Hamas 
➢ Red Sea
➢ South China Sea
 
• Global Election Supercycle 
➢ 40 major elections worldwide
➢ U.S. Elections

• Fiscal Transition 
➢ Regional Bank Stress

➢ Commercial Real Estate Loans
➢ Corporate Refinancing 
➢ Government Debt
➢ Consumer Spending 

7 Employment 7 Employment

6/20 Consumer Sentiment 12/28 Inflation

12/28 Inflation 14/28 Consumer Sentiment

14 Retail Sales 14 Retail Sales

26 Housing 19 Fed Policy Decision

25 Housing

4 Employment 2 Employment

10/30 Inflation 13/30 Inflation

11/25 Consumer Sentiment 16/30 Consumer Sentiment

16 Retail Sales 15 Retail Sales

23 Housing 23 Housing

Feburary March

April May



29INVESTMENT STRATEGY BRIEF

STIFELINSIGHTS.COM
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Dynamic leanings
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ASSET ALLOCATION
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ALLOCATION INSIGHTS
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ALLOCATION INSIGHTS
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Past performance is no guarantee of future results. 

Index returns include the reinvestment of dividends but do not include adjustments for brokerage, custodian, and advisory fees.

Indices are unmanaged, do not reflect fees and expenses, and are not available for direct investment.

Past performance does not guarantee future results. Investing involves risk, including the possible loss of principal.  Asset allocation and diversification do not ensure a profit or protection against loss.

Alternative Investments or Non-Traditional Assets – Alternative investments may include, but are not limited to:  Real Estate Investment Trusts (REITs), Commodities, Futures, Hedge Funds, Venture 
Capital, Limited Partnerships, etc.  

Real Estate – When investing in real estate companies, property values can fall due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance. 

Commodities and Futures – The risk of loss in trading commodities and futures can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your 
financial condition.  The high degree of leverage that is often obtainable in commodity trading can work against you as well as for you.  The use of leverage can lead to large losses as well as gains. 

Hedge Funds – Investors should be aware that hedge funds often engage in leverage, short-selling, arbitrage, hedging, derivatives, and other speculative investment practices that may increase 
investment loss.  Hedge funds can be highly illiquid, are not required to provide periodic pricing or valuation information to investors, and often charge high fees that can erode performance.  Additionally, 
they may involve complex tax structures and delays in distributing tax information.  While hedge funds may appear similar to mutual funds, they are not necessarily subject to the same regulatory 
requirements as mutual funds.  

Venture Capital – Venture capital investments involve substantial risks. The risks associated with investing in companies in the start-up or expansion stages of development are greater than those of 
companies in later stages, because the companies’ business concepts generally are unproven and the companies have little or no track record.  

Limited Partnerships – Generally, limited partnership investments are suitable only for a narrow class of relatively sophisticated investors.  Limited partnership investments may be speculative in 
nature and be subject to resale restrictions or illiquidity.  An investment is appropriate only for investors who have the capacity to absorb a loss of some or all of their investment. 

Bonds – When investing in bonds, it is important to note that as interest rates rise, bond prices will fall.  High-yield bonds have greater credit risk than higher quality bonds.

Duration – Duration is a measure of the sensitivity of the price -- the value of principal -- of a fixed-income investment to a change in interest rates. Duration is expressed as a number of years.

Standard Deviation – Standard deviation is a measure of the dispersion of a set of data from its mean. It is calculated as the square root of variance by determining the variation between each data 
point relative to the mean. If the data points are further from the mean, there is higher deviation within the data set.

International and Emerging Markets – There are special considerations associated with international investing, including the risk of currency fluctuations and political and economic events.  Investing 
in emerging markets may involve greater risk and volatility than investing in more developed countries.  

Private Equity – Private equity funds are not appropriate for all investors.  Investors should be aware that private equity funds may contain speculative investment practices that can lead to a loss of the 
entire investment.  Private equity funds may invest in entities in which no secondary market exists and, as such, may be highly illiquid.  The funds are not required to provide periodic pricing or valuation 
information to investors and often charge high fees that can erode performance.  Additionally, they may involve complex tax structures and delays in distributing tax information.

Short Positions – The investor should note that when a short position moves in an unfavorable way, the losses are theoretically unlimited.  The broker will demand more collateral and the manager 
might have to close out that short position at an inopportune time to limit any further losses.

Small Company Securities – Small company securities are typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies.

    

 

APPENDIX: DISCLOSURES



35INVESTMENT STRATEGY BRIEF

Bloomberg  U.S. Treasury Bills 1-3 Months Index includes all publicly issued zero-coupon U.S. Treasury Bills that have a remaining maturity of less than three months and more than 
one month, are rated investment grade, and have $250 million or more of outstanding face value. 

Bloomberg  U.S. Corporate IG Index is an unmanaged index considered representative of fixed-rate investment-grade taxable bond debt. 

Bloomberg  U.S. Aggregate Corporate Index is an unmanaged index considered representative of fixed-rate investment-grade taxable bond debt. 

Bloomberg  U.S. Corporate High Yield is an unmanaged index considered representative of fixed-rate, noninvestment-grade debt.

Bloomberg  U.S. Government Bond Index is an unmanaged index considered representative of fixed-rate,  investment-grade US Government debt.

Bloomberg  Global Aggregate This index provides a broad-based measure of the global investment-grade, fixed-rate debt market.

DXY Index is a measure of the value of the U.S. dollar relative to the value of a basket of currencies of the majority of the U.S.'s most significant trading partners.

S&P 500 Index is a capitalization-weighted index of 500 stocks. The index is designed to measure performance of the broad domestic economy through changes in the aggregate 
market value of 500 stocks representing all major industries. 

S&P 500 Equal Weight Index is the equal-weight version of the widely regarded Standard & Poor’s 500 Index, which is generally considered representative of the U.S. large 
capitalization market.  The index has the same constituents as the capitalization-weighted S&P 500, but each company in the index is allocated a fixed weight of 0.20% at each 
quarterly rebalancing. 

S&P 500 Financials Index comprises those companies included in the S&P 500 that are classified as members of the GICS® financials sector. 

Bloomberg  U.S. 1000 Value Index provides exposure to companies with superior value factor scores based on their earnings yield, valuation, dividend yield, and growth.

Bloomberg U.S. 1000 Growth Index provides exposure to companies with superior growth factor scores based on their earnings yield, valuation, dividend yield, and growth.

Bloomberg U.S. 1000 Index is a float market-cap-weighted benchmark of the 1000 most highly capitalized US companies.

Bloomberg U.S. 2000 Index is a float market-cap-weighted benchmark of the lower 2000 in capitalization of the Bloomberg US 3000 Index.

MSCI EAFE Index captures large and mid cap representation across Developed Markets countries around the world, excluding the U.S. and Canada. With 914 constituents, the index 
covers approximately 85% of the free float-adjusted market capitalization in each country.

MSCI Emerging Markets (EM) Index captures large and mid cap representation across 23 Emerging Markets (EM) countries. With 837 constituents, the index covers approximately 
85% of the free float-adjusted market capitalization in each country. 

Morgan Stanley Market implied pace of hikes index (MSPOKE) is the number of Fed rate hikes in the 12 months following the first rate hike implied by the Eurodollar interest rate 
futures market.

The MSCI World Index is a free float-adjusted market capitalization-weighted index that is designed to measure the equity market performance of developed markets.

The Bloomberg Magnificent 7 Total Return Index is an equal-dollar weighted equity benchmark consisting of a fixed basket of 7 widely-traded companies classified in the United States 
and representing the Communications, Consumer Discretionary and Technology sectors as defined by Bloomberg Industry Classification System (BICS).

APPENDIX: INDEX DESCRIPTIONS
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Wilshire 5000 Index is a market-capitalization-weighted index of the market value of all stocks actively traded in the United States. 

VIX Index shows the market's expectation of 30-day volatility. It is constructed using the implied volatilities of a wide range of S&P 500 index options.

EURO STOXX 50 is a stock index of Eurozone stocks designed by STOXX, an index provider owned by Deutsche Börse Group. According to STOXX, its goal is "to provide a blue-chip 
representation of Supersector leaders in the Eurozone

Cash & Cash Equivalent is represented by the Bloomberg U.S. Treasury 3-6 months Bill Index, comprised of treasury bills issued by the U.S. government with less than one year to 
maturity. 

U.S. Government Bonds is represented by the Bloomberg U.S. Government Bond Index, comprised of the U.S. Treasury and U.S. Agency indexes. 

U.S. Corp IG Bonds is represented by the Bloomberg U.S. Corporate Bond Index, comprised of the investment grade, fixed-rate, taxable corporate bond market. 

High-Yield Bonds is represented by the Bloomberg U.S. Corporate High Yield Bond Index, comprised of U.S. Dollar denominated, high-yield, fixed-rate corporate bond market 
securities. 

U.S. LC (Large Cap) equities is represented by the Bloomberg U.S. 1000 Index, comprised of a float market-cap-weighted benchmark of the 1000 most highly capitalized US 

 companies. 

U.S. SC (Small Cap) equities is represented by the Bloomberg U.S. 2000 Index, comprised of a float market-cap-weighted benchmark of the lower 2000 in capitalization of the 

 Bloomberg US 3000 Index.

Developed International Equities is represented by the MSCI EAFE Index, comprised of equity securities that belong to markets outside of the U.S. and Canada. 

Emerging Markets Equities is represented by the MSCI EM Index, comprised of equity securities that belong to emerging markets. 

Moderate Bench stands for moderate benchmark portfolio return which is a blended portfolio of stocks (60% weight, represented by MSCI AC World Index) and bonds (40% 
weight, represented by Bloomberg U.S. Agg Gov/Credit). 

MSCI AC World Index is comprised of equity securities belonging to 23 developed markets and 24 emerging markets countries. 

Bloomberg U.S. Government/Credit Bond Index is comprised investment grade, dollar-denominated, fixed-rate Treasuries, government-related and corporate securities. 
    
KBW Nasdaq Regional Banking Index seeks to reflect the performance of U.S. companies that do business as regional banks of thrifts.

NYSE FANG+ Index is an equal-dollar weighted index designed to track the performance of highly-traded growth stocks of technology and tech-enabled companies in the 
technology, media & communications and consumer discretionary sectors such as Facebook, Apple, Amazon, Netflix, and Alphabet’s Google. 

NCREIF Property Index is a quarterly, unleveraged composite total return for private commercial real estate properties held for investment purposes only.  
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