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Navigating Tax Season and Market Volatility      Nicholas C. Baker
From the Engine Room Q1 2025

If you have been near a screen or newspaper lately, odds are the
recurring themes are tariffs, the stock market, and saving the best for
last, taxes. While these are all important topics, this quarterly newsletter
will focus on reinvigorating some core principles of long-term investing
and what your advisors are doing for you during these unpredictable,
yet inevitable, periods when markets decline.

Navigating Tax Season and Market Volatility

First and foremost, activity has been buzzing this year as we assist in
navigating another tax season while ensuring our clients have met their
retirement plan, Roth IRA, and health savings account (HSA) funding
deadlines. I want to thank Mike, Corry, Febry, and the team for their
efforts and support as we organize the last round of documents and
push filing season over the finish line.

In addition to our traditional tax season duties, the market has
introduced a surge in volatility that put your private wealth team of
professionals into overdrive, reviewing and rebalancing portfolios to
take advantage of the current market conditions. I am very thankful for
the dedicated team at Timonier that works with me day in and day out
to meet all our clients' needs when duty calls. We are also grateful for
the trust our clients place in us and want to extend a quick overview of
how we are implementing the predetermined response system on your
behalf when markets wane.

For Clients in Distribution Years

Prior to the April 2nd tariff announcement, we raised enough cash in
your portfolios for the second quarter of this year, protecting your
immediate cash distribution needs for the upcoming months. This

allowed for peace of mind, knowing that your stock allocation was not
sold during a market correction, and will provide time for the markets
to stabilize before reviewing the optimal location to raise cash for
future distributions. We are also utilizing bond funds in our client
portfolios to provide for monthly income needs as a preservation of
capital strategy during times of market "corrections" or bear markets.
This helps mitigate the sequence of return risk for our clients. Simply
put, we sell the stock portion of the portfolio when markets are gaining
traction and bond funds during periods of stock market weakness. This
strategy allows for raising capital from the proper areas of the portfolio
during inevitable market fluctuations without sacrificing overall returns.
When the markets stabilize, we will rebalance the portfolios back to the
proper asset allocation in preparation for the next market cycle.

For Clients in the Accumulation Phase

Your advisors are scouring the taxable brokerage accounts for tax loss
harvesting, and tax-deferred accounts for rebalancing opportunities.
This allows your team to control what is within our control and respond
to the natural ebbs and flows of the market accordingly. We are
identifying opportunities to trim bond positions, where overweighted,
and purchase equities (stocks) while "on sale." We should rejoice when
these market "sale" opportunities present themselves, as you are able
to purchase more shares of high-quality companies with your recurring
retirement savings contributions. Markets may be pricing in a
temporary discount, but nobody knows how long the sale will last.
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Market Insights and Strategies

Markets enjoyed a great run in 2023 and 2024 following the stumbling
block of 2022. At times, markets can get ahead of themselves. The
recent market pullback starting in February of 2025 has now put the
S&P 500 back into fair valuation territory as measured by its price-to-
earnings metric. I would like to expand on the stock market
nomenclature, specifically around the terminology of a "market
correction" and a "bear market." Year-to-date (as of 04/17/2025), the
S&P 500 is down -10.93%. On average, the S&P 500 experiences an
intra-year pullback of roughly -14% per year. However, over the past 33
of 44 years, it has finished in positive territory by the end of the calendar
year. Simply put, the type of volatility we are currently experiencing is
within the normal range of averages but is being accentuated by the
administration's tariff policy announcements echoing across media
headlines and stock markets.

A bear market is defined by a correction of 20% or more from a former
market peak. In bear market periods, the average decline from peak to
trough is -34.7%. Understanding what happens after these stock market
events guides our portfolio rebalancing methodologies and how we
position our clients for success, as the recovery periods for these two
trends are different. A bear market, on average, has a recovery period of
roughly 26 months. A market correction, defined as a decline of 10% or
more but less than 20%, has a recovery period of roughly four months.
Preparing for bear markets is part of our ongoing financial planning
discussions around asset allocation and how to incorporate and utilize
the bond/fixed income position in the account. We aim to have bond
positions equal to at least two years' worth of forecasted annual
distributions for our clients. This allows us to weather these time periods
without having to sell the stock portion of client accounts when stock
markets are weak.

Staying the Course

Fundamentally, markets desire certainty, and we have a big shortage of
that at the moment. Markets are data-driven, but often, emotion has
control of the steering wheel. This is when investors can do more harm
than good if acting out of a fear-based response system. We can no
more accurately time the markets than we can guess the color of the
next car to pass our home. But we can time how long we are invested IN
the markets, which is still the soundest strategy for wealth accumulation.
So, in times of uncertainty, I embrace the adage, “No panic, no sell, no
sale, no loss." It's amazing how productive the power of remaining still
and calm can be for the benefit of your investment portfolio. However,
rest assured, your advisors are behind the wheel and actively navigating
your accounts through times of still and choppy waters and are eternally
grateful for the opportunity to serve our clients and their families.

We look forward to our ongoing communications, comradery, and
friendship in the year to come. Please do not hesitate to contact your
team should you need anything at all.
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio.
Market segment (index representation) as follows: US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World ex USA Index [net dividends]), Emerging Markets (MSCI Emerging Markets Index [net 
dividends]), Global Real Estate (S&P Global REIT Index [net dividends]), US Bond Market (Bloomberg US Aggregate Bond Index), and Global Bond Market ex US (Bloomberg Global Aggregate ex-USD Bond Index [hedged to 
USD]). S&P data © 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell 
Indexes. MSCI data © MSCI 2025, all rights reserved. Bloomberg data provided by Bloomberg.

Returns (USD), as of March 31, 2025

BondsStocks

Global Bond 
Market ex US

US Bond 
Market

Global
Real Estate

Emerging
Markets Stocks

International 
Developed Stocks

US Stock
Market

-0.17%2.78%1.37%2.93%6.20%-4.72%Q1 2025

Since January 2001

0.9%0.9%2.2%2.5%1.6%2.4%
Average
Quarterly Return

5.4%6.8%32.3%34.7%25.9%22.0%Best 
Quarter 2023 Q42023 Q42009 Q32009 Q22009 Q22020 Q2

-4.1%-5.9%-36.1%-27.6%-23.3%-22.8%Worst
Quarter 2022 Q12022 Q12008 Q42008 Q42020 Q12008 Q4



135212

Long-Term Market Summary

6

Returns (USD), as of March 31, 2025

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio.
Market segment (index representation) as follows: US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World ex USA Index [net dividends]), Emerging Markets (MSCI Emerging Markets Index [net 
dividends]), Global Real Estate (S&P Global REIT Index [net dividends]), US Bond Market (Bloomberg US Aggregate Bond Index), and Global Bond Market ex US (Bloomberg Global Aggregate ex-USD Bond Index [hedged to 
USD]). S&P data © 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell 
Indexes. MSCI data © MSCI 2025, all rights reserved. Bloomberg data provided by Bloomberg.

BondsStocks

Global Bond 
Market ex US

US Bond 
Market

Global
Real Estate

Emerging
Markets Stocks

International 
Developed Stocks

US Stock
Market

4.19%4.88%5.44%8.09%5.30%7.22%1 Year

0.87%-0.40%7.89%7.94%12.16%18.18%5 Years

2.21%1.46%2.75%3.71%5.50%11.80%10 Years

3.06%2.44%6.03%3.05%5.57%12.76%15 Years

3.47%3.18%4.80%6.06%5.26%10.08%20 Years
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Graph Source: MSCI ACWI Index (net dividends). MSCI data © MSCI 2025, all rights reserved. Index level based at 100 starting January 2000.
It is not possible to invest directly in an index. Performance does not reflect the expenses associated with management of an actual portfolio. Past performance is not a guarantee of future results. 

MSCI All Country World Index with selected headlines from Q1 2025

These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily events from a long-term perspective and avoid making 
investment decisions based solely on the news.
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Last 3 months

1 YEAR (Q2 2024–Q1 2025)

"Los Angeles Fire Damage Likely 
to Be Costliest in US History"

"UK Bond Yields Hit 
Highs Not Seen 
Since 1998"

"Hiring Blew Past 
Expectations With 
256,000 Jobs 
Added"

"Inflation Ticks 
Up to 2.9%, 
but Underlying 
Price Gains 
Are Muted"

"Israel, Hamas Agree to a Deal 
to Pause Fighting in Gaza"

"Trump Sworn In, Declares New 
‘Golden Age’ for America"

"Tech Stocks Sink in Broad AI Rout 
Sparked by China’s DeepSeek"

"Fed Stands Pat on 
Rates, Entering New 
Wait-and-See Phase"

"US GDP Grew 
2.5% in 2024, 
Helped by 
Consumer 
Spending"

"Hiring Slows but Remains Solid, With 
Economy Adding 143,000 Jobs"

"Trump Imposes Global 25% 
Steel, Aluminum Tariffs"

"Inflation Heated Up in 
January, Freezing the 
Fed"

"Conservative Friedrich 
Merz Wins German 
Election"

"Apple Earmarks $500 
Billion for US Expansion"

"House Passes 
GOP Budget 
Plan as Holdouts 
Relent"

"Trump 
Administration 
Seeks Deeper 
Cuts to Federal 
Workforce"

"Nvidia’s 
Bumper 
Sales Show 
AI 
Bonanza’s 
Strength"

"Stocks Extend Tumble as Trump’s 
Tariffs Spark Retaliation"

"China Sets Strong Growth Target 
as It Hits Back at US Tariffs"

"ECB Cuts Rates to Guard Stalled 
Economy Against Tariff Threats"

"Tech Shares Lead Stock Slide 
as Recession Talk Roils 
Markets"

"Inflation Cooled to 
2.8% in February, 
Lower Than Expected"

"Senate Passes Bill 
Averting Shutdown, 
After Critical Boost 
From Democrats"

"Fed Dims Economic 
Outlook, Citing 
Uncertainty Over 
Tariffs"

"US Stocks Post 
Worst Quarter Since 
2022 on Threat of 
Trade War"
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Graph Source: MSCI ACWI Index (net dividends). MSCI data © MSCI 2025, all rights reserved. Index level based at 100 starting January 2000.
It is not possible to invest directly in an index. Performance does not reflect the expenses associated with management of an actual portfolio. Past performance is not a guarantee of future results. 

MSCI All Country World Index with selected headlines from past 12 months

These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily events from a long-term perspective and avoid making 
investment decisions based solely on the news.
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SHORT TERM (Q2 2024–Q1 2025)

"Stock Indexes Book Records 
after Inflation Eases"

"Iranian President Ebrahim Raisi
Killed in Helicopter Crash"

"ECB Cuts Interest Rates for 
First Time since 2019"

"US Housing Starts Fall 
to a Four-Year Low"

"Major Tech 
Outage Grounds 
Flights, Hits 
Banks and 
Businesses 
Worldwide"

"Biden Drops Out of Presidential Race, Endorses Harris"

"Growth Fears Rattle Markets; Nasdaq 
Suffers Correction"

"US Job Market Was Weaker Than 
Previously Reported, Data Show"

"The Fed's Bold Move Jolts 
Global Markets"

"China Tries to Jolt 
Ailing Economy"

"US Economic 
Growth Extends 
Solid Streak"

"Trump Defeats Harris, Marking 
Historic Comeback"

"Fed Cuts Rates 
Again, This Time by 
a Quarter Point"

"Israel Approves 
Cease-Fire With 
Hezbollah Aimed 
at Ending 
Lebanon Conflict"

"Assad Flees to 
Russia From Syria 
After Rebels Take 
Damascus"

"Fed Signals Intent to Slow Interest-
Rate Cuts After Approving Quarter-
Point Reduction"

"Trump Sworn In, Declares New 
‘Golden Age’ for America"

"Tech Stocks Sink in 
Broad AI Rout Sparked 
by China’s DeepSeek"

"Fed Stands Pat 
on Rates, 
Entering New 
Wait-and-See 
Phase"

"Stocks Extend Tumble as 
Trump’s Tariffs Spark Retaliation"

"Tech Shares Lead 
Stock Slide as 
Recession Talk Roils 
Markets"

"Fed Dims 
Economic 
Outlook, Citing 
Uncertainty Over 
Tariffs"

"US Stocks Post 
Worst Quarter 
Since 2022 on 
Threat of Trade 
War"
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 
(index representation) as follows: Marketwide (Russell 3000 Index), Large Cap (Russell 1000 Index), Large Value (Russell 1000 Value Index), Large Growth (Russell 1000 Growth Index), Small Cap (Russell 2000 Index), Small 
Value (Russell 2000 Value Index), and Small Growth (Russell 2000 Growth Index). World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. Russell 3000 
Index is used as the proxy for the US market. Dow Jones US Select REIT Index used as proxy for the US REIT market. MSCI data © MSCI 2025, all rights reserved. Frank Russell Company is the source and owner of the 
trademarks, service marks, and copyrights related to the Russell Indexes. 

Returns (USD), 1st Quarter 2025

ANNUALIZED

20 
Years

15 
Years

10
Years

5
Years

3
Years

1
Year

QTRAsset Class

8.0010.428.7916.156.647.182.14Large Value

10.2413.0212.1818.478.657.82-4.49Large Cap

10.0812.7611.8018.188.227.22-4.72Marketwide

6.808.196.0715.310.05-3.12-7.74Small Value

7.558.986.3013.270.52-4.01-9.48Small Cap

12.2015.2915.1220.0910.107.76-9.97Large Growth

8.069.516.1410.780.78-4.86-11.12Small Growth

 The US equity market posted negative returns 
for the quarter and underperformed both non-
US developed and emerging markets.

 Value outperformed growth.

 Small caps underperformed large caps.

 REIT indices outperformed equity market 
indices.

World Market Capitalization Periodic Returns (%)

US Market
$53.8 trillion

Ranked Returns (%)

Large Value

Large Cap

Marketwide

Small Value

Small Cap

Large Growth

Small Growth

2.14

-4.49

-4.72

-7.74

-9.48

-9.97

-11.12

63%
US Market



6.64

2.69

-0.20

-1.29

10.28

6.20

3.40

2.09

Local currency US currency
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 
(index representation) as follows: Large Cap (MSCI World ex USA Index), Small Cap (MSCI World ex USA Small Cap Index), Value (MSCI World ex USA Value Index), and Growth (MSCI World ex USA Growth Index). All 
index returns are net of withholding tax on dividends. World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. MSCI World ex USA IMI Index is used as the 
proxy for the International Developed market. MSCI data © MSCI 2025, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. 

Returns (USD), 1st Quarter 2025

 Developed markets outside of the US 
posted positive returns for the quarter and 
outperformed both US and emerging 
markets.

 Value outperformed growth.

 Small caps underperformed large caps.

International 
Developed Market
$22.1 trillion

World Market Capitalization

Ranked Returns (%)

Value

Large Cap

Small Cap

Growth

ANNUALIZED

20 
Years

15 
Years

10
Years

5
Years

3
Years

1
Year

QTRAsset Class

4.845.165.3015.148.9912.8610.28Value

5.265.575.5012.165.705.306.20Large Cap

5.646.155.4210.710.813.583.40Small Cap

5.525.785.428.912.31-1.822.09Growth

Periodic Returns (%)

26%
International 
Developed 

Market



3.95

2.65

1.47

-5.59

4.32

2.93

1.66

-5.49

Local currency US currency
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market segment 
(index representation) as follows: Large Cap (MSCI Emerging Markets Index), Small Cap (MSCI Emerging Markets Small Cap Index), Value (MSCI Emerging Markets Value Index), and Growth (MSCI Emerging Markets Growth 
Index). All index returns are net of withholding tax on dividends. World Market Cap represented by Russell 3000 Index, MSCI World ex USA IMI Index, and MSCI Emerging Markets IMI Index. MSCI Emerging Markets IMI Index 
used as the proxy for the emerging market portion of the market. MSCI data © MSCI 2025, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the 
Russell Indexes. 

Returns (USD), 1st Quarter 2025

ANNUALIZED

20 
Years

15 
Years

10
Years

5
Years

3
Years

1
Year

QTRAsset Class

5.792.173.219.812.767.604.32Value

6.063.053.717.941.448.092.93Large Cap

6.253.844.116.120.198.501.66Growth

7.244.054.7615.731.69-2.00-5.49Small Cap

 Emerging markets posted positive returns 
for the quarter and outperformed the US 
market, but underperformed non-US 
developed markets.

 Value outperformed growth.

 Small caps underperformed large caps.

Emerging Markets
$9.1 trillion

World Market Capitalization Periodic Returns (%)

Ranked Returns (%)

Value

Large Cap

Growth

Small Cap

11%
Emerging 
Markets
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Country Returns
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Past performance is no guarantee of future results.
Country returns are the country component indices of the MSCI All Country World IMI Index for all countries except the United States, where the Russell 3000 Index is used instead. Global is the return of the MSCI All Country 
World IMI Index. MSCI index returns are net dividend. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Frank Russell 
Company is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. MSCI data © MSCI 2025, all rights reserved.

Returns (USD), 1st Quarter 2025
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Real Estate Investment Trusts (REITs)
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Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Number of REIT 
stocks and total value based on the two indices. All index returns are net of withholding tax on dividends. Total value of REIT stocks represented by Dow Jones US Select REIT Index and the S&P Global ex US REIT Index. 
Dow Jones US Select REIT Index used as proxy for the US market, and S&P Global ex US REIT Index used as proxy for the World ex US market. Dow Jones and S&P data © 2025 S&P Dow Jones Indices LLC, a division of 
S&P Global. All rights reserved.

Returns (USD), 1st Quarter 2025

ANNUALIZED

20 
Years

15 
Years

10
Years

5
Years

3
Years

1
Year

QTRAsset Class

2.473.470.183.20-7.04-2.273.44
Global ex US 
REITS

6.968.184.5310.84-1.419.791.17US REITS

 US real estate investment trusts 
underperformed non-US REITs 
during the quarter.

72%
US

28%
Global ex US

US
$1,080 billion
103 REITs

Global ex US
$423 billion
271 REITs
(25 other countries)

Total Value of REIT Stocks Periodic Returns (%)

Ranked Returns (%)

Global ex US REITS

US REITS

3.44

1.17
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Commodities
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Past performance is not a guarantee of future results. Index is not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. 
Commodities returns represent the return of the Bloomberg Commodity Total Return Index. Individual commodities are sub-index values of the Bloomberg Commodity Total Return Index. Data provided by Bloomberg.

Returns (USD), 1st Quarter 2025

The Bloomberg Commodity Total Return Index returned +8.88% 
for the first quarter of 2025.

Natural Gas and Copper were the best performers, returning 
+30.01% and +23.82% during the quarter, respectively. Soybean 
Meal and Zinc were the worst performers, returning -10.07% and 
-5.43% during the quarter, respectively. 

ANNUALIZED

20 
Years

15 
Years

10
Years

5
Years

3
Years

1
Year

QTR

-0.44-0.142.7714.51-0.7712.288.88

Commodities Periodic Returns (%)

Commodities Ranked Returns (%)

-0.92

-1.17

-2.09

-2.90

-3.28

-3.93

-4.83

-5.43

-10.07

30.01

23.82

21.64

17.23

16.97

10.07

7.68

5.82

3.94

2.62

2.34

2.22

1.75

1.66

1.04

Natural Gas

Copper

Coffee

Silver

Gold

Soybean Oil

Live Cattle

Sugar

Heating Oil

Brent Crude Oil

Nickel

Unleaded Gas

Low Sulphur Gas Oil

Lead

WTI Crude Oil

Aluminum

Soybean

Kansas Wheat

Corn

Lean Hogs

Cotton

Wheat

Zinc

Soybean Meal
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Fixed Income
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1. Bloomberg US Treasury and US Corporate Bond Indices.
2. Bloomberg Municipal Bond Index.
One basis point (bps) equals 0.01%. Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management 
of an actual portfolio. Yield curve data from Federal Reserve. State and local bonds and the Yield to Worst are from the S&P National AMT-Free Municipal Bond Index. AAA-AA Corporates represent the ICE BofA US 
Corporates, AA-AAA rated. A-BBB Corporates represent the ICE BofA Corporates, BBB-A rated. Bloomberg data provided by Bloomberg. US long-term bonds, bills, inflation, and fixed income factor data © Stocks, Bonds, Bills, 
and Inflation (SBBI) Yearbook , Ibbotson Associates, Chicago (annually updated work by Roger G. Ibbotson and Rex A. Sinquefield). FTSE fixed income indices © 2025 FTSE Fixed Income LLC, all rights reserved. ICE BofA
index data © 2025 ICE Data Indices, LLC. S&P data © 2025 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Bloomberg data provided by Bloomberg.

Returns (USD), 1st Quarter 2025

Within the US Treasury market, interest 
rates generally decreased during the 
quarter. 

On the short end of the yield curve, the 
1-Month US Treasury Bill yield decreased 
2 basis points (bps) to 4.38%, while the 
1-Year US Treasury Bill yield decreased 
13 bps to 4.03%. The yield on the 2-Year 
US Treasury Note decreased 36 bps to 
3.89%.

The yield on the 5-Year US Treasury Note 
decreased 42 bps to 3.96%. The yield on 
the 10-Year US Treasury Note decreased 
35 bps to 4.23%. The yield on the 30-Year 
US Treasury Bond decreased 19 bps to 
4.59%. 

In terms of total returns, short-term US 
treasury bonds returned +2.04% while 
intermediate-term US treasury bonds 
returned +2.49%. Short-term corporate 
bonds returned +1.96% and intermediate-
term corporate bonds returned +2.27%.1

The total returns for short- and 
intermediate-term municipal bonds were 
+1.00% and +0.64%, respectively. Within 
the municipal fixed income market, general 
obligation bonds returned -0.29% while 
revenue bonds returned -0.22%.2

ANNUALIZED

20 Years15 Years10 Years5 Years3 Years1 YearQTRAsset Class

3.563.01-0.54-7.83-7.171.284.67Bloomberg U.S. Government Bond Index Long

3.533.102.512.360.066.174.17Bloomberg U.S. TIPS Index

3.182.441.46-0.400.524.882.78Bloomberg U.S. Aggregate Bond Index

1.280.220.71-0.120.674.262.75FTSE World Government Bond Index 1-5 Years

2.431.751.751.272.905.521.43FTSE World Government Bond Index 1-5 Years 
(hedged to USD)

1.861.281.731.883.424.981.05ICE BofA 1-Year US Treasury Note Index

1.681.271.872.564.234.971.02ICE BofA US 3-Month Treasury Bill Index

6.596.195.017.294.987.691.00Bloomberg U.S. High Yield Corporate Bond Index

3.483.112.131.071.531.22-0.22Bloomberg Municipal Bond Index
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16One basis point (bps) equals 0.01%. Source: ICE BofA government yield. ICE BofA index data © 2025 ICE Data Indices, LLC.

Yield curves, 1st Quarter 2025
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With the exception of Canada and Japan, 
interest rates generally decreased in the 
short- to intermediate-term segment and 
increased in the longer-term segment 
across global developed markets for the 
quarter. 

Realized term premiums were generally 
mixed across global developed markets. 
With the exception of the US, longer-term 
bonds generally underperformed shorter-
term bonds during the period.

In Canada, interest rates decreased 
across all maturity segments. In Japan, 
interest rates increased across all maturity 
segments. The short-term segment of the 
yield curve remained inverted in Germany, 
Canada and Australia. However, the 
short-term segment of the yield curve in 
the UK became upwardly sloped.

30Y20Y10Y5Y1Y

-22.2-26.3-36.9-43.6-16.6US

14.312.06.9-6.1-33.7UK

45.843.835.219.4-10.6Germany

24.431.838.737.420.9Japan

-8.1-12.5-23.1-33.4-44.8Canada

12.38.00.5-7.5-21.9Australia
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17See following page for important disclosures.

Non-US stocks have delivered a positive return thus 

far in 2025, helping offset the US stock market’s 

disappointing start to the year. But some of the 

sources for these positive returns may be surprising 

to investors.

Potential fallout from tariffs has dominated the news 

cycle, and yet stocks of the primary targets for 

tariffs—Canada, Mexico, and China—are up for the 

year. A short sample for sure, but this echoes 

outcomes during Trump’s first term in office, when 

the Chinese stock market outperformed the US 

despite contentious trade discussions throughout 

those four years.

The lack of negative impact on tariff-target stock 

markets doesn’t mean investors have tuned out 

trade policy discussions. Market prices incorporate 

the aggregate expectations of investors. It could be 

that tariff developments thus far were in line with 

those expectations and therefore already priced in 

by the market.

1st Quarter 2025

Wes Crill, PhD, Senior Client Solutions Director and Vice President, Dimensional Fund Advisors

INDEX RETURNS IN LOCAL CURRENCY
Year to date as of March 7, 2025
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Past performance is no guarantee of future results. Actual returns may be lower.

Disclosures
The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and without any warranty or representation as to 
accuracy or completeness. Information and opinions presented in this material have been obtained or derived from sources believed by Dimensional to be reliable, and Dimensional 
has reasonable grounds to believe that all factual information herein is true as at the date of this material. It does not constitute investment advice, a recommendation, or an offer of 
any services or products for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information in this document, you 
should consider whether it is appropriate for your particular circumstances and, if appropriate, seek professional advice. It is the responsibility of any persons wishing to make a 
purchase to inform themselves of and observe all applicable laws and regulations. Unauthorized reproduction or transmission of this material is strictly prohibited. Dimensional 
accepts no responsibility for loss arising from the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject Dimensional or its products or services to any 
registration, licensing, or other such legal requirements within the jurisdiction.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are Dimensional Fund Advisors LP, Dimensional 
Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and 
Dimensional Hong Kong Limited. Dimensional Hong Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities 
only and does not provide asset management services.

RISKS
Investments involve risks. The investment return and principal value of an investment may fluctuate so that an investor’s shares, when redeemed, may be worth more or 
less than their original value. Past performance is not a guarantee of future results. There is no guarantee strategies will be successful.

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.
Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.

(continued from previous page)

Tariff Target Markets

135209


