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Legend:

Central Banks 
 

 
(unchanged*)

• �At the December 2024 Federal Open Market Committee (FOMC) meeting, the Federal Reserve 
(Fed) lowered interest rates by another 25 basis points, easing monetary policy for the third time  
in 2024. This lowered the interest rate target to a range of 4.25% to 4.5%.

• �The Fed indicated a slower pace in 2025 than previously suggested, given strong US economic 
growth and stubborn inflation. The median FOMC participant anticipates only two 25 basis point  
cuts in 2025, down from the four cuts projected in September.

• �Other major banks have implemented more substantial rate cuts. For example, the Bank of Canada 
cut its benchmark interest rate by another 50bps in December and reduced it five times in 2024 
by a total of 175bps. Similarly, the European Central Bank made its fourth reduction in December, 
lowering the deposit rate from 3.25% to 3.00%.

• �In 2025, there will still be notable differences in the monetary policies of central banks. The United 
States may slow down its rate cuts due to persistent concerns about inflation and uncertainties 
surrounding the policies of the Trump administration. Meanwhile, most major developed countries 
are expected to continue their monetary easing and further reduce interest rates.

Liquidity & Credit 
 

(unchanged*)

• �S&P Global Ratings expects global credit and liquidity conditions to remain generally  
supportive in 2025, against the backdrop of declining interest rates and soft landings in many 
developed economies.

• �Credit spreads for US investment-grade corporate bonds have fallen to their lowest level since 
2005, indicating growing investor confidence.

• �The delinquency rate on all loans and leases is currently at 1.5%, which is well below the 10-year 
average of 4.9%. 

• �It is important to recognise that potential risks are looming despite the current healthy credit and 
liquidity conditions. Geopolitical risks were already heightened as we entered 2024 and will remain a 
concern in 2025. Additionally, debt levels – particularly among many governments – have increased 
in recent years, which could lead to higher borrowing costs throughout the system. Furthermore, 
potential tariff and immigration policies implemented during the Trump administration could trigger  
a resurgence of inflation, prompting central banks to slow down or pause their easing measures.

Economics 
 

 
(unchanged*)

• �The global economy has shown resilience through 2024, with declining inflation, robust growth 
in trade, improvements in real incomes, and a more accommodative monetary policy in many 
countries. We expect growth will remain resilient, and interest rates will be higher for longer. 

• �The outlook continues to diverge across countries, with weaker outcomes in Europe and stronger 
growth in the United States. 

	 – �According to the latest OECD’s projections, the global economy’s GDP growth rate is projected 
to be steady at 3.3% in 2025, with projected G20 headline inflation of 3.8%.

	 – �Annual GDP growth in the US is expected to moderate from its rapid pace, though it will 
continue to be supported by strong labour market conditions and consumer spending.  
Growth is projected at 2% in 2025 .

	 – �Euro area GDP growth is projected to be 1.4% in 2025, with activity supported by the recovery 
in real incomes and improvements in credit availability. 

	 – �China’s growth is expected to slow to 4.8% in 2025 due to lower consumption and property-
sector weaknesses that are failing to make up for public investment and export strength.

• �Geopolitical risks, policy uncertainties and potential rising trade tensions pose risks of increasing 
inflation and may dampen global economic activity. 
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Valuations 
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• �The stock markets achieved remarkable returns in 2024, with the US equity market significantly 
outperforming the rest of the world. The S&P 500 returned close to 25% in 2024, making a second 
consecutive year with a return above 20%. Such occurrences have happened only five times in the 
last 75 years. 

• �The overall valuation of the US equity market is currently on the higher end of its historical range, 
with the S&P 500’s price-to-earnings (P/E) ratio standing at 29. This high valuation is primarily driven 
by large-cap tech stocks. In contrast, the P/E ratio for the S&P 500 Equal Weight Index Fund is at 
19, which is below the typical range of 21 to 29. While technology stocks, particularly those related 
to artificial intelligence, continue to dominate the stock market, their elevated valuations are backed 
by strong corporate earnings. Furthermore, earnings growth is forecasted to be solid for 2025, 
potentially supporting these high equity valuations.

Sentiment 
 

 
(unchanged*)

• �The University of Michigan’s Consumer Sentiment Index, which tracks US consumer sentiment, 
remains high, with December’s reading reaching the highest level in eight months.

• �The American Association of Individual Investors Sentiment Survey showed bullish sentiment 
among individual investors about the short-term outlook for stocks increased in the latest AAII 
Sentiment Survey. However, bullish sentiment for the next six months decreased slightly.

• �According to the Conference Board CEO Confidence Index, CEO sentiment retreated slightly in  
Q4 2024, but the measure remained above 50, indicating that CEOs are generally optimistic.

Technical 
(US Large Cap) 

 
 

(unchanged*)

• �The S&P 500 Index is assessed as positive for the medium-long term.
• �The S&P 500 is in a rising trend channel in the medium-long term. This shows that investors,  

over time, have bought the index at higher prices and indicates good development for the market. 
There is no resistance in the price chart, and further rise is indicated.

Overall 
 

(unchanged*)

Conclusion: Our overall assessment has remained positive. 2024 was a strong year for risk assets. 
We continue to be cautiously optimistic about the investment climate in 2025, supported by resilient 
economies and central banks’ easing cycle.
Given the robust economy and favourable business environment, we believe the US market is 
likely to continue outperforming the rest of the world. In contrast, Europe is facing both cyclical and 
structural challenges. The situation in emerging markets is also quite complex, especially with a 
strong US dollar and the potential for new tariffs. Consequently, we are slightly overweighting our  
US allocation compared to our benchmark while underweighting emerging markets.


