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Chartbook Market Comment: April 2025



Market Comment
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In March 2025, the Bank of Canada (BoC) and the Federal Reserve (Fed) made pivotal decisions regarding their interest rates and 

provided insights into their economic outlooks.  The BoC reduced its policy rate by 25 bps to 2.75%, while the Fed maintained  its 

federal funds rate within the 4.25% to 4.50% range.

Both central banks highlighted the challenges posed by trade tensions and their potential to influence inflation and economic  growth, 

underscoring a cautious approach in their monetary policy decisions.  The Federal Reserve of Atlanta released its GDPNow forecast 

for Q1, showing a contraction of -3.7% annualized.  The risks of a global recession are rising as economies and businesses adjust to 

new international trade policies.

On April 2, Trump announced sweeping new sets of tariffs on many of the USA’s trading partners, putting further stress on economies.  

According to Chinese state media, China, Japan and South Korea plan to respond to these tariffs together.  This seems to be a  likely 

response from targets of the American tariffs, that USA’s trade partners will look to form new alliances and agreements to avoid or 

lessen the impact of tariffs.

Despite the tariff uncertainty and recession concerns, many markets around the world have performed well year-to-date.  The TSX is 

up 1.5%, Euro Stoxx 50 up 7.7% and gold up 19%.  It’s the US stock markets that have felt the most pain, with the S&P500 fall ing 

4.3% and the Nasdaq 100 down 8.1%, once again highlighting the benefits of having a diversified, global portfolio of quality 

assets.



The tariffs proposed by the Trump 
administration would take us back to levels 
not seen since the Great Depression.  Expect 
businesses outside the US to scramble to seek 
new, more reliable trade partners to either 
diversify their supply chains or avoid US 
suppliers altogether.
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Tariff Rates



Markets have consistently recovered 
and reached new highs despite crises 
and uncertainty, emphasizing the value 
of maintaining a long-term investment 
perspective.

This chart shows the growth of $10,000 
based on the S&P500 index 
performance over the last several 
decades.   

Crises and Events
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The AAII Investor Sentiment Indicator tracks 
whether individual investors feel positive 
(bullish) or negative (bearish) about the 
stock market—high optimism may signal 
caution, while high pessimism may indicate 
opportunities.

Investor sentiment is now very pessimistic – 
at levels similar to the 1990 Invasion of 
Kuwait and the Great Financial Crisis of 
2008.

Extreme low levels of investor sentiment 
have historically been associated with 
buying opportunities. 

Investor Sentiment
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Returns in the first quarter of 2025 were 
quite diverse.  The high-flying Magnificent 
7 (Tesla, Apple, Alphabet/Google, 
Amazon, Microsoft, Meta/Facebook, 
Nvidia) stocks suffered a 16% loss, while 
European stocks were top performers.  

The Canadian Dollar, which had fallen 
substantially in Q4 of 2024, was flat 
against the USD.
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Index Q1 Returns

*Total returns in local currency terms
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US stocks are expensive relative to their 
global peers.  Looking at the 20-year 
average of Price-Earnings Ratios, the PE 
of the MSCI All Country World Ex-US 
Index is at an extreme level, 2 standard 
deviations below the 20-year average 
against S&P500 stocks as of February 28, 
2025.

This is a disadvantage for US stocks, which 
have outperformed their global peers for 
so long.  Over the medium-to-long term, 
some reversion to the mean is expected 
here in the form of US underperformance.
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Stock Valuations: US versus Rest-of-World



High yield bond spreads, which indicate how 
cheap or expensive these bonds are relative 
to less risky government bonds recently 
touched their tightest level since 2021, about 
one standard deviation below the mean level 
dating back to 2006.  Spreads have recently 
widened but remain very much in expensive 
territory.

Tight high yield spreads are also an 
indication of relative calm in credit markets.  
In times of recession and crisis we are likely to 
see serious volatility in this market, usually 
before it spreads to other markets like stocks.
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High Yield Bonds



The Federal Reserve and Bank of Canada 
continue to cut rates, with the BoC policy rate 
expected to decline to 2.25% by year end.
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Interest Rate Expectations

Data: Overnight Index Swap markets as of March 31, 2025
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