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So far in 2025, despite a litany of challenges, markets have 
remained resilient, with the US large cap index (S&P 500) 
down less than 2% from all-time highs as of this writing. This 
leaves many investors scratching their heads, shrugging their 
shoulders and dismissing any worries citing the old adage 
“you can’t fight the tape.” And tape action certainly is speak-
ing, particularly in the Nasdaq and S&P 500, raising our trend 
level from negative to neutral this month. Possibly the best 
upside story to the US economy could be we are past “peak 
uncertainty” and that underneath the surface, robust eco-
nomic strength and dynamism will lead to continued gains. 
However, there is at least an equal chance we have yet to see 
the full impact of an unfolding slowdown (See: Chart of the 
Month). Just as optimism from November to January gave 
way to volatility in February, we may again see the opti-
mism-pessimism cycle re-emerge.

Credit markets not showing expansion in spreads, i.e. no recession pricing

Walk-back of tari�s seen as removing “worst-case” outcomes in global trade

Sentiment is low, paving the way for near-term market support

Economic weakness & global trade restructuring risks negative feed-back loop
 Market valuation at levels last seen in 2000

Risk of capital flight as foreign investors reallocate funds away from US

Tari� impacts likely to manifest over the coming months
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Optimism building that we are past “peak uncertainty”   



Established in 2014, Forward Wealth Management provides personalized financial advice that 
delivers peace of mind and confidence where client goals and money decisions intersect with 
markets and investing. Forward’s proprietary approach, TRAC, is a goals-based guidance 
process which measures and maps Timelines, Resources, and a portfolio’s Asset Allocation 
against current market Conditions and the expected cost of retirement income.

A simple yield-curve metric can outperform complex forecasting models in signaling 
economic weakness. That was the thesis for then Ph.D. student Campbell Harvey at 
the University of Chicago’s Booth School of Business back in the 1980s. His theory- the 
inversion of the yield curve (measured by 10-year less 3-mo below 0) foretells an 
impending recession. The main idea makes intuitive sense- a normal yield curve is 
upward sloping (long-term yields > short-term yields). The inversion is a bond market 
message- economic growth expectations are falling. Harvey’s signal occurred in every 
recession back to 1968. And the metric worked in real time, forecasting every recession 
through 2020. In November 2022 the 10yr-3mo inverted, and stayed inverted for 
25-months, before rising above 0 in December 2024. This is the longest period of 
inversion (data back to 1968) we have observed. What’s notable is that in the last 4 
recessions, the recession start as dated by the NBER, began after the yield-curve 
measure rose above 0. Certainly something to keep in mind through in the coming 
months.
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