
WEEKLY MARKET COMMENTARY
January 27, 2025

1 | Weekly Market Commentary

WEEK IN REVIEW
As the new president took office this past week, headlines were dominated by the potential impact of  
campaign promises turning into executive actions.

•	 The S&P 500 ended up 1.74%
•	 The Dow Jones Industrial Average led major indices up 2.15%
•	 The tech-heavy Nasdaq finished up 1.65%
•	 The 10-Year Treasury yield concluded at 4.59%

Financial markets responded by actively assessing which sectors stand to gain or lose in the new political 
landscape, with particular scrutiny on the effects of potential tariffs. However, amidst this political focus,  
important economic data also emerged, offering insights into the underlying health of the economy.

Strong Corporate Earnings: Several major corporations reported strong Q4 earnings this week, exceeding 
analysts’ expectations. Streaming services, for example, saw a significant gain, driven by the addition of new 
subscribers.1 Major banks outperformed Q4 expectations and capped off a strong earning season, reflecting 
continued strength within the banking sector.

Mixed Signals in Demand: While the housing market showed positive signs with December’s Existing Home 
Sales exceeding expectations for the third consecutive month, indicating robust consumer spending, the oil 
market presented a contrasting picture. Crude oil inventories fell short of analyst forecasts for the fourth  
consecutive week, suggesting sluggish oil demand and potentially weaker overall economic demand.

Softness Around the Edges: Despite these positive earnings reports, some economic indicators revealed  
areas of concern. The labor market showed signs of weakness with both Continuing and Initial Jobless  
Claims exceeding expectations for the second consecutive week. This warrants close monitoring for potential 
labor market softness and rising unemployment. Furthermore, consumer sentiment weakened as indicated by 
softer-than-expected preliminary Services Purchasing Managers’ Index (PMI) data and disappointing Michigan 
Consumer Expectations and Sentiment data.  Markets will closely analyze this data as it may signal a  
weakening consumer.

SPOTLIGHT
A Look at Q4 Fund Flows 
With January starting off strong for equities, we take a look back at last quarter and summarize fund flows into 
mutual funds and ETFs to see where investors have positioned for 2025. 
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Source: Morningstar. Data for US Open-end & ETF & MM ex FoF ex Feeder Fund Flows (as of 12/31/24)

Flows for 2024 were positive for risk assets, as flows to U.S. equity mutual funds and ETFs took in over $166 
billion. With broad concerns about slow growth and home country bias, international equities took in only $17 
billion for the year. In bonds, taxable bond flows were the big winner taking in over $482 billion in flows as 
investors looked to lock in higher yields as the Fed continues its rate cutting regime. Despite the flows to risk 
assets, money markets took in nearly $677 billion as a whole or 48% of every dollar invested into mutual  
funds and ETFs. This indicates that investors may still be hesitant to allocate to risk assets. The most  
interesting takeaway is that 68% of flows into equities came in Q4, which could be indicative of investors’ 
hopes for stocks in 2025.
 

Source: Morningstar. Data for US Open-end & ETF & MM ex FoF ex Feeder Fund Flows (as of 12/31/24)

In 2024, global equities as a whole grew to $20 trillion, up from $17 trillion at the end of 2023. Specifically, 
U.S. equities rose to $16 trillion from $13 trillion at the end of 2023, and currently account for 43% of all  
long-term assets. Despite strong positive flows in 2024, taxable bonds fell on a market share basis from  
16.1% to 15.4%. Another surprise for 2024 was the growth in alternative funds, as the asset class grew by 
$100 billion from $134 billion. 
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Moving forward, as the economic backdrop has created tailwinds for risk assets, investors have been  
positioning equities as the asset class to be in for 2025. 

WEEK AHEAD
Next week, we will have quite a busy week in economic data releases. On Tuesday, we will receive the 
consumer confidence data from the Conference Board; however, this reading likely will only partially capture 
the impact of the new administration. The market will be looking for signs of how consumer sentiment is 
evolving amidst recent policy changes and ongoing economic conditions. 

On Wednesday, the Federal Open Market Committee (FOMC) will hold its meeting, and market expectations 
are leaning towards the Fed maintaining the current federal funds rate. Given the recent inflation data, a 
resilient job market, and the influence of the new administration, the consensus believes the Fed will opt for 
a wait-and-see approach. 

On Thursday, we will receive the 4Q 2024 gross domestic product (GDP) report and initial jobless claims. 
The GDP report will provide insight into the overall economic growth, helping market participants gauge 
the strength of the economy. Meanwhile, initial jobless claims will shed light on the health of the labor 
market, indicating whether layoffs are increasing or if employment conditions are stabilizing. Lastly, on 
Friday, the Personal Consumption Expenditure (PCE) Index and Chicago PMI data will be released. The 
PCE data is crucial for understanding inflation trends, as it is the Fed’s preferred measure of price changes. 
Meanwhile, the Chicago PMI will provide insights into manufacturing activity in the region. These indicators 
will be essential for gauging inflationary pressures and overall economic momentum, influencing market 
sentiment and expectations for future Fed actions. 
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