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The Songbook to Prepare for 2025
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Will the U.S. economy experience a recession, a slowdown in growth, or a 
reacceleration in 2025?

How will policy shape the economic and market outlook?

What will the path of returns be for risk assets in 2025?
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Instead of a Hard, Soft, or No Landing, 
we think we are having a Strange 

Landing.

In this Strange Landing, past data 
relationships have broken down, data 
has changed quickly, and underlying 

cycles have been divergent.

A Strange Landing requires vigilance 
and an open mind.
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Everything looks 
better in the 
aggregate, but note 
the unprecedented -
35% decline in net 
interest expense in 
2023, even as the Fed 
was raising rates. In 
aggregate, higher 
cash interest income 
offset higher interest 
expense. 
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Will the U.S. economy experience a 
recession, a slowdown in growth, or a 

reacceleration in 2025?
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We think these are 
the two most 
important charts of 
the last two years!
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Appreciate this is 
slowing off the post-
COVID fever pitch… 
and is still consistent 
with economic 
growth… however, it 
is the direction of 
travel that has the 
Fed’s attention.
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Those out of work 
are staying 
unemployed longer.
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Will slower hiring turn into increased 
firings?
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This is reflecting 
slower hirings today 
but has typically 
been followed by 
increasing firings in 
past cycles.
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“And I’m telling you
I’m not going”

“So Yesterday”
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Is Inflation vanquished?

The Key Sources of Inflation Are Not Flashing Warning 
Signs of a Reacceleration Right Now:

Wages
Corporate Pricing Power

Rents
Oil

But beware of complacency… tariffs, immigration, etc.
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Can the U.S. Consumer “just keep spending” 
in 2025?
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Equal Weight Discretionary vs. Staples with 
2023, 2024, and 2025 Household Consumption Forecasts
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Source: Apollo, as of 3Q24
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High Income Consumers

Tend to be older

More likely to own their home, with high portion of locked in fixed rates

Less likely to rely on short term debt

More likely to have higher cash balances and overall strong balance sheets

Experienced less inflation as a % of income in recent years

Job losses at higher levels tend to lag

Overall in a strong position

Major sensitivity: stock market

Lower Income Consumers

Tend to be younger

More likely to rent their home

More likely to rely on short term debt (autos, credit cards)

More likely to have fewer financial assets and weaker balance sheets

Experienced higher inflation as a % of income in recent years

Job losses at lower levels tend to lead

Overall feeling the pinch and at rising risk

Major sensitivity: jobs market
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This is why the jobs 
market is so 
important for lower 
income 
households… these 
ratios could start to 
look stretched IF 
incomes deteriorate 
(median income was 
strong in 2023, 
growing 4% in real 
terms and fueling 
growth according to 
the Census Income 
and Poverty Report).
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How will policy shape the economic and 
market outlook?
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Will the Fed deliver its planned rate cuts in 
2025?
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“Slow down, you’re doing fine”
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This measure 
includes equity 
valuations and 
volatility, credit 
spreads, currencies, 
and yields.
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The Real Fed Funds 
Rate (Fed Funds 
minus Core CPI) has 
only been positive 
since May of 2023.  
This is what the Fed 
cites as their primary 
reason to cut rates, 
meaning high Real 
Fed Funds will weigh 
on growth. But ever 
since May 2023, the 
U.S. economy has 
grown above trend!



38Data as of: December 9, 2024



39Data as of: December 9, 2024



40Data as of: December 9, 2024

Greenspan gives “irrational 
exuberance” speech in 
December 1996

By the time of the Fed’s last 
cut, markets had already 
started to go vertical
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How will fiscal and Trump 2.0 policies 
impact economic growth and markets?
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This forecast assumes no 
extension of the 2017 TCJA
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ISM Manufacturing PMI with Components

Source: NewEdge Wealth, Bloomberg
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What will the path of returns be for risk 
assets in 2025?
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S&P 500 and RSI
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Stretched Valuations

Stretched Positioning

Stretched Sentiment

Stretched Growth Expectations
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The Talking Heads Market:
A wide, choppy range that goes sideways on 

“The Road to Nowhere”.

The Prince Market:
Equities sing “Let’s Go Crazy” and “Party Like 

it’s 1999”, entering into a bubble.
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“We’re on a road to nowhere,
Come on inside”
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S&P 500 and RSI in 2018
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S&P 500 and RSI in 2015
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Source: Bloomberg, NewEdge Wealth
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Source: Bloomberg, NewEdge Wealth

Russell 1000 Growth vs. Value
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Source: Bloomberg, NewEdge Wealth

Magnificent 7 Absolute (Top) and Relative to the S&P 500 (Bottom)
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Source: Bloomberg, NewEdge Wealth

Equal Weight S&P 500 Top (Absolute) and Relative to the S&P 500 (bottom)
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This doesn’t tell the 
whole story on 
leverage.  With high 
interest rates, 
investors have 
turned to options 
and leveraged ETFs 
to juice upside 
exposure to equities.
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Source: MacroCharts via TopDown Charts, Callum Thomas
Source: Bloomberg, via The Daily Shot
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Source: 3Fourteen Research, Warren Pies, via TopDown Charts, Callum Thomas
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ARKK ETF Absolute (Top) and Relative to the S&P 500 (Bottom)
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IPO ETF Absolute (Top) and Relative to the S&P 500 (Bottom)
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We are not calling for a recession in 2025 (yet).

We do not expect the Fed to cut as much as they previously expected.

We see fiscal and policy challenges as key wild cards for 2025.

We see risk assets in a wide/choppy range or entering into a bubble.

We find uncorrelated return streams interesting with this backdrop. 
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TIPS: Bloomberg Barclays Global Inflation-Linked: U.S. TIPS Total Return Index Unhedged
Municipals 5-Year: Bloomberg Barclays Municipal Bond 5 Year (4-6) Total Return Index Unhedged USD
Core Bond: Bloomberg Barclays US Agg Total Return Value Unhedged USD
U.S. MBS: Bloomberg Barclays US MBS Index
High Yield Municipals: Bloomberg Barclays Muni High Yield Total Return Index Value Unhedged USD
High Yield: Bloomberg Barclays US Corporate High Yield Total Return Index Value Unhedged USD
Foreign Bond: Bloomberg Barclays Global Aggregate ex-USD Total Return Index Value USD (50/50 blend 
of hedged and unhedged)
EM Debt (unhedged): J.P. Morgan GBI-EM Global Diversified Composite Unhedged USD
U.S. Large Cap: S&P 500 Total Return Index
U.S. Small Cap : Russell 2000 Total Return Index
International Developed: MSCI EAFE Net Total Return USD Index
Emerging Markets: MSCI Emerging Markets Net Total Return USD Index
World: MSCI ACWI Net Total Return USD Index
U.S. Equity REITs: FTSE Nareit Equity REITs Total Return Index USD
Commodities: Bloomberg Commodity Total Return Index
Midstream Energy: Alerian MLP Total Return Index
Hedge Funds: Hedge Fund Research HFRI Fund of Funds Composite Index
U.S.: MSCI USA Net Total Return USD Index

REITS Diversified: FTSE Nareit Eqty Diversified Total Return Index
REITS Healthcare: FTSE Nareit Eqty Health Care Total Return Index
REITS Industrial: FTSE Nareit Eqty Industrial Total Return Index
REITS Lodging/Resorts: FTSE Nareit Eqty Lodging/Resorts Total Return Index
REITS Office: FTSE Nareit Eqty Office Total Return Index
REITS Residential: FTSE Nareit Eqty Residential Total Return Index
REITS Retail: FTSE Nareit Eqty Retail Total Return Index
REITS Self Storage: FTSE Nareit Eqty Self Storage Total Return Index
REITS Data Centers: FTSE Nareit Equity Data Centers Total Return Index
REITS Specialty: FTSE Nareit Equity Specialty Total Return Index
Real Assets Agriculture: Bloomberg Sub Agriculture Total Return Index
Real Assets Industrial Metals: Bloomberg Sub Industrial Metals Total Return Index
Real Assets Precious Metals: Bloomberg Sub Precious Metals Total Return Index
Real Assets Energy: Bloomberg Sub Energy Total Return Index

Europe: Euro Stoxx 50
United Kingdom: UK FTSE 100
Japan: Tokyo TOPIX Stock Exchange Index
China: Hang Seng Index
Brazil: Ibovespa Brasil Sao Paulo Stock Exchange Index
India: NSE Nifty Index
South Korea: Korea Stock Exchange KOSPI Index
Taiwan: Taiwan Stock Exchange Index

When referencing asset class returns or statistics, the following indices are used to represent those asset classes, unless otherwise notes. You cannot invest directly in an index. Index returns shown are total returns which includes interest, capital gains, dividends, and distributions 
realized over a given period of time. An individual who purchases an investment product which attempts to mimic the performance of a benchmark or index will incur expenses such as management fees and transaction costs which reduce returns.
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This report is intended for the exclusive use of clients or prospective clients of NewEdge Wealth. The information contained herein is intended for the recipient, is confidential and may not be disseminated or distributed to any other person without the prior approval of NewEdge Wealth. Any dissemination or 
distribution is strictly prohibited. 

This information is general in nature and has been prepared solely for informational and educational purposes and does not constitute an offer or a recommendation to buy or sell any particular security or to adopt any specific investment strategy.

Information has been obtained from a variety of sources believed to be reliable though not independently verified. Any forecast represents future expectations and actual returns, volatilities and correlations will differ from forecasts. This presentation does not represent a specific investment recommendation. 
Please consult with your advisor, attorney and accountant, as appropriate, regarding specific advice. Please remember that different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment or 
investment strategy (including those referenced herein) will be profitable or equal any historical performance level(s). Diversification does not protect against market risk or loss of principal. The views and opinions included in these materials belong to their author 
and do not necessarily reflect the views and opinions of NewEdge Capital Group, LLC. NewEdge and its affiliates do not render advice on legal, tax and/or tax accounting matters. You should consult your personal tax and/or legal advisor to learn about any 
potential tax or other implications that may result from acting on a particular recommendation.

The trademarks and service marks contained herein are the property of their respective owners. Unless otherwise specifically indicated, all information with respect to any third party not affiliated with NewEdge has been provided by, and is the sole responsibility 
of, such third party and has not been independently verified by NewEdge, its affiliates or any other independent third party. No representation is given with respect to its accuracy or completeness, and such information and opinions may change without notice. 
Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No assurance can be given that investment objectives or target returns will be achieved. Future returns may be 
higher or lower than the estimates presented herein. All data is subject to change without notice.

Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No assurance can be given that investment objectives or target returns will be achieved. Future returns may be 
higher or lower than the estimates presented herein.

Because there can be several ways and combinations to implement the asset allocation or strategy you select, this report presents one or more hypothetical mix(es) or illustrations. The options presented are for discussion purposes only and do not constitute a 
recommendation to buy, hold or sell any securities or investment products. 

You are solely responsible for determining whether and how to implement the strategies illustrated in this report. You are not required to implement the allocation or investment strategy illustrations presented, or establish accounts, purchase products that we distribute or otherwise transact business with 
NewEdge or any of our affiliates to implement any of the suggestions made in this report.

If you decide to implement any portion of your asset allocation or investment strategy, your Private Wealth Advisor can assist you in making any changes to your current strategy. The capacity in which we act will depend on, and vary by, the nature of the product, service or account that you select for 
implementation (i.e., brokerage or advisory). You will be charged any applicable fees for effecting the transactions you choose to make, including commissions and/or advisory fees, a portion of which will be paid to your Private Wealth Advisor.

Investing involves risk, including possible loss of principal. Past performance is no guarantee of future results. 

All data is subject to change without notice.

© 2024 NewEdge Capital Group, LLC

Abbreviations/Definitions: AI: artificial intelligence; CB: central banks; CPI: Consumer Price Index; Dot Plot: The Fed dot plot is published quarterly as a chart showing where each of the 12 members of the FOMC expect the federal funds rate to be for each of the next three years and the long term; EBITDA: 
Earnings before interest, taxes, depreciation and amortization; EM: emerging markets; EPS: earnings per share; HY: high yield; IG: investment grade; Initial Jobless Claims: measures the number of individuals who filed for unemployment insurance for the first time during the past week; IPO: initial public 
offering; Treasury General Account (TGA): Treausry’s cash balance held at the Fed; Trimmed mean inflation: a measure that strips out the fastest and slowest growing prices each month, leaving behind a less noisy measure of core inflation; VIX is the ticker symbol for the Chicago Board Options Exchange's 
CBOE Volatility Index, a popular measure of the stock market's expectation of volatility based on S&P 500 index options.
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2200 Atlantic Street, Suite 200 • Stamford, CT

855.949.5855

cdawson@newedgecg.com

Contact:
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