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Summary

U.S. equities fell again last week (S&P 500 -1.52%) for the fifth weekly decline
in the last six weeks. Trade continued to dominate the news flow, with all
eyes looking to the April 2 tariff announcement. A consumer weakening also
featured last week. The February core PCE was hotter than expected. Best
sectors were consumer staples (1.72%) and energy (0.77%); worst sectors
were technology (-3.65%) and communication services (-3.23%).
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Key takeaways

1. The Conference Board consumer sentiment measure fell more than Russell 2000 0.43 -7.11
expected, with expectations plunging below their COVID lows.

2. The U.S. labor market continues to slowly deteriorate, with conditions
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6. The U.S. economy is cooling as the impact of pandemic stimulus has Utilities 3.83

faded. Consumer credit sustained the expansion filling the void left by
dwindling excess savings and a softening labor market, thus supporting
consumption growth and prolonging the expansion.

7. The analysts’ consensus growth forecast for S&P 500 companies’ Q1 earnings began the quarter at over 11%. It is
exiting the quarter much lower, having edged down to 6.5%.

8. Every S&P 500 sector has seen negative EPS revisions YTD, with the average sector down 440 basis points (bps). Worst
has been materials, with revisions nearly -1,400 bps, and industrials, -680 bps.

9. We expect a choppy trading environment to continue over the next few months in the face of uncertain policy and
macro conditions. As a result, earnings disappointments may result in a larger number of stock downdrafts.

10. Dividend strategies (both dividend yield and dividend growth) are outperforming so far this year. Our hunch is that will
continue.
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The risk for the U.S. economy is clear: If depressed expectations eventually translate into weaker spending, then corporate
profit expectations will sour and companies will retrench, undermining the employment outlook. A significant period of
weakness or recession would occur. Such an outcome might develop if consumers face higher inflation as goods’ prices

rise due to tariffs. Or, the consumer outlook could deteriorate if still-healthy U.S. corporate profits were to weaken
because input price increases intensify and selling prices lag, causing companies to stop hiring (or worse). Therefore, a close
monitoring of profit news and corporate guidance as well as actual layoffs is warranted.

Conclusion

Risk asset markets remain threatened by U.S. trade policy, with another deadline on Wednesday. Elevated trade uncertainty
will be a headwind for the global economic expansion. The key investment issue is whether the U.S. administration

will push the global and U.S. economy over the cliff in pursuit of hoped-for long-run benefits. For now, we recommend
remaining defensive. There is evidence that much of the selling in the last few weeks has come from de-risking from hedge
funds, implying that the public and other long-only investors have not done much selling (yet).

Source: Bloomberg as of March 28, 2025
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