
VIEW | FIRST QUARTER 2025 

 

©2025 SEI®                                            Data as of 3/31/2025 unless otherwise indicated.  1 

Quarterly economic 
outlook: The new world 
(dis)order. 
 By: James R. Solloway, CFA, Chief Market Strategist and Senior Portfolio Manager 

SEI recently released its first-quarter Economic Outlook. Here is a summary of our key perspectives, focusing on 
global economic growth, monetary policy, inflation, geopolitics, elections across the globe, and equity markets. 

• The optimism among U.S. investors that greeted Trump’s election has been completely unwound as 
concerns over tariffs and the deteriorating relationships with U.S. allies take centerstage. 

• Trump views tariffs as a tool that serves multiple purposes including border control, compelling NATO allies 
to spend more money on their own defense, correcting economic imbalances, encouraging the reshoring of 
manufacturing, and generating revenue. 

• Tariffs are an inefficient way to raise revenues and should cause prices to rise while restricting consumer 
choice. 

• Although U.S. gross domestic product (GDP) will likely be weak in the first quarter, SEI still expects the 
economy to grow near 2% over the full year. This assessment is subject to a downward revision depending 
on the severity of the coming tariffs. 

• Outside the U.S. there are signs that growth might be picking up. Germany’s loosening of fiscal constraints 
should lead other European countries to do the same, leading to higher spending on defense and 
infrastructure. 

• Although Elon Musk’s war against government waste grabs headlines, the impact on overall U.S. government 
spending will likely be limited. 

• Federal Reserve Chair Jerome Powell resurrected the term “transitory inflation” when describing the impact 
of tariffs on the price level. In theory, he is correct. But people are highly sensitized to rising prices, and a 
tightening labor market (the result of fewer migrants entering the labor force) could lead to a modest wage-
price spiral that keeps inflation higher for longer. 

• Central-bank policy divergence has been a long-running theme. It may continue, but a more aggressive 
fiscal policy in Europe could make the European Central Bank less eager to cut rates in the future. 

• The drop in U.S. yields has gone too far given the inflationary pressures that we expect to develop from 
tariffs. We still expect the 10-year Treasury to trade mostly in a 4.25%-to-4.75% range this year. 

• European stock markets have enjoyed a sharp first-quarter gain in reaction to the German elections and the 
expectation that fiscal policy would become more expansive. The outperformance of developed equity 
markets versus U.S. equities so far this year is based on investors’ perception that growth in earnings outside 
the U.S. will accelerate after a long period of relative stagnation. 

• It has become easier for investors to defend both diversification outside the U.S. and a tilting toward value.  

 

A full-length paper is available if you wish to learn more about these timely topics.  
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Glossary 

10-Year Treasury yield represents the annual interest rate that the U.S. government pays on 10-year Treasury notes, 
serving as a key benchmark for other interest rates and a barometer of investor sentiment about the economy.  
 
Gross domestic product (GDP) is the total monetary or market value of all the goods and services produced in a 
country during a certain period. 
 
Transitory inflation refers to a temporary or short-lived increase in the rate of consumer price rises, expected to 
revert to a steady rate, often caused by supply chain issues or other temporary factors.  

A tariff is a tax imposed by the government of a country on imports or exports of goods. 

 

Important information 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast 
of future events, or a guarantee of future results. Positioning and holdings are subject to change. All information as of the date 
indicated.  There are risks involved with investing, including possible loss of principal. This information should not be relied upon 
by the reader as research or investment advice, (unless you have otherwise separately entered into a written agreement with SEI 
for the provision of investment advice) nor should it be construed as a recommendation to purchase or sell a security, including 
futures contracts. The reader should consult with their financial professional for more information. 

Statements that are not factual in nature, including opinions, projections and estimates, assume certain economic conditions and 
industry developments and constitute only current opinions that are subject to change without notice.  Nothing herein is 
intended to be a forecast of future events, or a guarantee of future results.   

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, 
which in certain cases have not been updated through the date hereof.  While such sources are believed to be reliable, neither SEI 
nor its affiliates assumes any responsibility for the accuracy or completeness of such information and such information has not 
been independently verified by SEI.  

There are risks involved with investing, including loss of principal. The value of an investment and any income from it can go 
down as well as up. Investors may get back less than the original amount invested. Returns may increase or decrease as a result of 
currency fluctuations. Past performance is not a reliable indicator of future results. Investment may not be suitable for everyone. 

Diversification does not ensure a profit or guarantee against a loss. International investments may involve risk of capital loss from 
unfavorable fluctuation in currency values, from differences in generally accepted accounting principles or from economic or 
political instability in other nations. Emerging markets involve heightened risks related to the same factors as well as increased 
volatility and lower trading volume. Narrowly focused investments and smaller companies typically exhibit higher volatility. Bonds 
and bond funds will decrease in value as interest rates rise. High-yield bonds involve greater risks of default or downgrade and 
are more volatile than investment-grade securities, due to the speculative nature of their investments. 

Index returns are for illustrative purposes only and do not represent actual portfolio performance. Index returns do not reflect any 
management fees, transaction costs or expenses. One cannot invest directly in an index. 

This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the publication 
or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely on this information 
in any respect whatsoever. 

The information contained herein is for general and educational information purposes only and is not intended to constitute 
legal, tax, accounting, securities, research or investment advice regarding the strategies or any security in particular, nor an 
opinion regarding the appropriateness of any investment. This information should not be construed as a recommendation to 
purchase or sell a security, derivative or futures contract. You should not act or rely on the information contained herein without 
obtaining specific legal, tax, accounting and investment advice from an investment professional. 

SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated. 

Information provided by SEI Investments Management Corporation, a wholly owned subsidiary of SEI Investments Company (SEI). 
They should not be construed as investment advice.  

Information issued in the UK by SEI Investments (Europe) Limited, 1st Floor, Alphabeta, 14-18 Finsbury Square, London EC2A 1BR 
which is authorised and regulated by the Financial Conduct Authority. Investments in SEI Funds are generally medium- to long-
term investments.  
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This document has not been registered by the Registrar of Companies in Hong Kong. In addition, this document may not be 
issued or possessed for the purposes of issue, whether in Hong Kong or elsewhere, and the Shares may not be disposed of to any 
person unless such person is outside Hong Kong, such person is a “professional investor” as defined in the Ordinance and any 
rules made under the Ordinance or as otherwise may be permitted by the Ordinance. 

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 
caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. 

This information is made available in Latin America and the Middle East FOR PROFESSIONAL (non-retail) USE ONLY by SIEL.  

Any questions you may have in relation to its contents should solely be directed to your Distributor. If you do not know who your 
Distributor is, then you cannot rely on any part of this document in any respect whatsoever.  

Issued in South Africa by SEI Investment (South Africa) (Pty) Limited FSP No. 13186 which is a financial services provider 
authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st Floor, 
Melrose Arch 2196, Johannesburg, South Africa. 

This material is intended for information purposes only and the information in it does not constitute financial advice as 
contemplated in terms of the Financial Advisory and Intermediary Services Act.  

SIEL is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and Portfolio Management Law, 5755-
1995 (the “Advice Law”) and does not carry insurance pursuant to the Advice Law. No action has been or will be taken in Israel 
that would permit a public offering or distribution of the SEI Funds mentioned in this email to the public in Israel. This document 
and any of the SEI Funds mentioned herein have not been approved by the Israeli Securities Authority (the “ISA”). 

 


