
Milliman Financial Risk Management
MARKET COMMENTARY – MARCH 2025

1Q2025 MARKET RECAP

•  U.S. equity markets faced significant volatility in the 
first quarter of 2025, propelled by investor anxiety over 
geopolitical tensions, impending tariffs, inflation, and 
economic growth.

•  Despite reaching three new all-time highs during the 
quarter, U.S. large-cap equities, as measured by the S&P 
500 Index, entered correction territory in March after 
retreating more than 10% from its February peak. Although 
there was a brief rally at the end of March, the index 
concluded the quarter with a loss of 4.3%.

•  8 of the 11 sectors outperformed the top-line benchmark, 
with the Energy sector leading. The sector closed the 
quarter with double digit growth, driven by a significant 
increase in natural gas prices – up roughly 40% over the 
past six months – and relatively stable oil prices in the 
first quarter.

•  Defensive sectors like Healthcare, Consumer Staples 
and Utilities also performed well, suggesting cautious 
investor sentiment in the face of concerns about 
economic deceleration and persistent global trade 
tensions.

•  Growth-oriented sectors such as Technology and 
Consumer Discretionary experienced a significant 
decline in the first quarter, enhanced by valuation 
concerns. Most of the “Magnificent 7” stocks, which had 
substantially contributed to the exceptional returns seen 
in 2023 and 2024, faced steep downturns.

•  META(-1.6%), MSFT(-10.9%), AAPL(-11.3%),  
AMZN (-13.3%), GOOGL(-18.3%), NVDA(-19.3%),  
TSLA (-35.8%)

•  U.S. mid-cap and small-cap equities underperformed 
compared to their large-cap counterparts, reflecting 
uncertainties surrounding economic growth and the 
potential direction of future Federal Reserve rate cuts.

•  In global equity markets, European stocks performed 
strongly due to changes in fiscal policies aimed at increasing 
defense spending across the region, along with heightened 
uncertainty in U.S. markets. 

•  Japanese equities finished the quarter lower due to tariff 
induced fears of a global recession.
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Sector YTD Return YTD vs. 52-Week High YTD vs. 52-Week Low
YTD Excess Return vs.  

S&P 500

S&P 500 -4.3% -8.5% 14.4% -

Energy 10.2% -2.2% 14.0% 14.5%

Health Care 6.5% -6.0% 8.0% 10.8%

Consumer Stap 5.2% -3.0% 17.4% 9.5%

Utilities 4.9% -3.4% 29.6% 9.2%

Real Estate 3.6% -5.8% 21.3% 7.9%

Financial 3.5% -4.2% 27.8% 7.8%

Materials 2.8% -11.4% 4.0% 7.1%

Industrial -0.2% -8.1% 10.5% 4.1%

Telecomm -6.2% -15.2% 17.1% -1.9%

Technology -12.7% -15.8% 15.6% -8.4%

Consumer Desc -13.8% -19.5% 16.0% -9.5%
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•  The treasury markets experienced notable shifts to start off 
2025. Yields on shorter term treasuries remained relatively 
stable while intermediate and long-term yields decreased.

•  Yields on 5-year, 10-year, and 30-year treasuries dropped 
43bps, 36bps, and 21bps respectively through the end of 
the first quarter.

•  Several key factors impacted movements along the 
yield curve. Strong yet moderating U.S. economic data, 
with GDP averaging 2.8% in 2024, bolstered investor 
confidence and increased demand for risk assets. 
Concurrently, uncertainties surrounding tariffs, trade 
wars, and inflation prompted a shift towards safer 
investments, especially at the short end of the curve.

•  U.S. bond markets displayed a range of performance 
across key segments, reflecting the interplay of economic 
resilience, monetary policy adjustments, and shifting 
investor sentiment.

•  The U.S. Aggregate index posted a solid gain of 
2.8%, driven largely by falling treasury yields in the 
intermediate to long end of the curve, bolstered by high-
quality government-backed securities, which make up 
nearly 70% of the index.

•  Longer maturities were the standout performers in U.S. 
treasuries, with the 10-year U.S. Treasury target duration 
index up over 4% in the first quarter.

•  Corporate bonds outperformed high yield bonds amid 
tightening credit spreads and investor preference for 
quality amid economic uncertainty. 

•  Gold surged to new heights in the first quarter of 2025, 
reinforcing its role as a leading safe-haven asset in a 
volatile global environment.

•  Starting the year off at about $2,609 per t oz, gold 
climbed steadily to $2,900 by February and finished the 
first quarter at $3,115 per t oz. This marks a nearly 20% 
gain in the first quarter of 2025. The price up gold has 
risen over 40% since March of 2024.

•  Several factors are influencing the rush to gold including 
inflation concerns and persistent central bank buying 
amid heighted global trade war fears, as countries de-
dollarize and diversify away from U.S. assets. 

Unless otherwise noted, data is sourced from Bloomberg. The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax, accounting or other 
advice. The recipient should not act on any information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisors. Use of such information is 
voluntary and should not be relied upon unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.

The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. Any reference to a market index is included for illustrative purposes only, as it 
is not possible to directly invest in an index. Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account for the deduction of management fees or transaction costs generally 
associated with investable products, which otherwise have the effect of reducing the results of an actual investment portfolio.
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OUTLOOK

The Fed and Inflation
•  Investors enter 2023 with continued focus 
on the Federal Reserve. By the end of the first 
quarter in 2023, the Fed is expected to have 
delivered close to 500 basis points of rate 
hikes since the start of the current tightening 
cycle.

•  While this has been a successful strategy in 
combating inflation so far, market consensus 
is that higher borrowing costs and a stronger 
U.S. dollar could drag the U.S. economy into a 
recession in the second half of 2023.

-  History is not on the side of a soft 
landing.10 of the last 13 hiking cycles have 
ended in a recession. The Fed also has 
never lowered inflation by 4% without 
trigging a recession.

•  Expanding on this expectation, the market 
is currently pricing in the Federal Reserve 
aggressively cutting interest rates toward the 
end of 2023, despite the Fed projecting a rate 
of 5.1% at the end of the year.

•  While rate cuts are typically supportive 
for equity and bond markets, a pivot could 
undermine the Fed’s mission to control 
inflation.

•  If the Federal Reserve is unable to stamp 
down inflation and yet pivots, there could 
be a scenario, like in the 1970’s, where 
inflation begins to advance again, and the 
Fed is again back at square one using policy 
tools to stabilize prices. Should inflation 
prove stubborn in decreasing towards a 2% 
target due to sticky services inflation and/
or exported inflation from China’s economic 
reopening, bond prices could suffer if the Fed 
must hike further and hold for longer than 
the market is currently pricing in.

STRATEGY PERFORMANCE

Managed Risk Investments

•  Volatility in the first quarter of 2025 was elevated, reflecting 
a financial landscape shaped by economic transitions, 
policy shifts, and geopolitical tensions. The CBOE Volatility 
Index (VIX) started the year off around 17, surged past 27 
following the initial tariff announcements. 

•  The Federal Reserve’s cautious approach to monetary 
policy as inflation remains stuck above 2% along with 
trade tensions amplified market jitters.

•  In early March, the U.S. implemented significant tariffs 
on goods from Canada, Mexico, and China.

•  Canada – A 25% tariff was imposed on nearly all 
imports, with an exception for energy resources (oil 
and natural gas), which will face a reduced 10% tariff.

•  Mexico – 25% tariff was imposed on all imports  
from Mexico.

•  China – An additional 10% tariff was added to existing 
tariffs on Chinese imports, bringing the total to 20% 
on most goods.

•  Additionally, separate tariffs on steel and aluminum 
from all countries went into effect on March 12th at 
25%, ending prior exemptions and raising aluminum 
rate from 10%.

•  Amid heightened volatility and market downturns. 
managed risk strategies have been able outperform 
corresponding blends of the S&P 500 and U.S. 
Aggregate index while reducing volatility.

Defined Outcome

•  In the defined outcome space, the January CBOE S&P 
500 15% Buffer Protect Index reduced losses during the 
first quarter.

•  The risk-adjusted return of the Buffered index has 
historically outperformed that of the S&P 500. 

The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. 

Unless otherwise noted, data is sourced from Bloomberg. The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax, accounting or other 
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YTD Total Returns as of March 31, 2025					   

S&P 500 70/30 Stock/
Bond Blend*

60/40 Stock/
Bond Blend*

S&P 500 Managed Risk - 
Moderate Conservative Index 

(10% Vol Target)

CBOE S&P 500 15% Buffer 
Protect Index - January Series

YTD -4.3% -2.1% -1.4% -1.4% -1.6%

1 Year 8.2% 7.4% 7.1% 6.3% 6.7%

5 Year 18.6% 12.9% 11.0% 8.0% 10.5%

10 Year 12.5% 9.5% 8.4% 6.8% 6.9%

1YR Vol 13.9% 10.0% 8.8% 8.3% 6.0%

5YR Vol 17.6% 12.7% 11.1% 7.8% 9.3%

10YR Vol 17.9% 12.6% 10.9% 7.5% 9.2%

1YR Risk Adjusted 0.59 0.74 0.81 0.75 1.11

5YR Risk Adjusted 1.05 1.02 0.99 1.02 1.14

10YR Risk Adjusted 0.70 0.75 0.77 0.91 0.75

1YR Max Drawdown -10.0% -6.7% -5.6% -5.3% -4.9%

5YR Max Drawdown -24.5% -21.4% -20.6% -16.0% -11.2%

10YR Max Drawdown -33.8% -24.7% -21.5% -16.0% -20.0%
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OUTLOOK

The Fed and Inflation
•  Investors enter 2023 with continued focus 
on the Federal Reserve. By the end of the first 
quarter in 2023, the Fed is expected to have 
delivered close to 500 basis points of rate 
hikes since the start of the current tightening 
cycle.

•  While this has been a successful strategy in 
combating inflation so far, market consensus 
is that higher borrowing costs and a stronger 
U.S. dollar could drag the U.S. economy into a 
recession in the second half of 2023.

-  History is not on the side of a soft 
landing.10 of the last 13 hiking cycles have 
ended in a recession. The Fed also has 
never lowered inflation by 4% without 
trigging a recession.

•  Expanding on this expectation, the market 
is currently pricing in the Federal Reserve 
aggressively cutting interest rates toward the 
end of 2023, despite the Fed projecting a rate 
of 5.1% at the end of the year.

•  While rate cuts are typically supportive 
for equity and bond markets, a pivot could 
undermine the Fed’s mission to control 
inflation.

•  If the Federal Reserve is unable to stamp 
down inflation and yet pivots, there could 
be a scenario, like in the 1970’s, where 
inflation begins to advance again, and the 
Fed is again back at square one using policy 
tools to stabilize prices. Should inflation 
prove stubborn in decreasing towards a 2% 
target due to sticky services inflation and/
or exported inflation from China’s economic 
reopening, bond prices could suffer if the Fed 
must hike further and hold for longer than 
the market is currently pricing in.

OUTLOOK

•  “Liberation Day”, as declared by the current U.S. 
administration on April 2, 2025, marked a pivotal 
moment in U.S. economic policy, characterized by the 
implementation of sweeping tariffs aimed at reshaping the 
global trade landscape. The policy aimed to target nations 
and their territories with substantial trade deficits with the 
U.S. with reciprocal tariffs.

•  The signed executive order instituted a baseline 10% 
tariff on virtually all imports into the United States, with 
significantly higher rates applied to specific countries:

•  Equity markets have continued to oscillate in reaction 
to the tariff news as the administration and our trading 
partners work to negotiate new trade deals.

•  Bond markets continue to navigate the changing landscape 
as well. The rally observed in 10-year treasuries has been 
tempered by selling pressure as tariff driven inflation fears 
clashed with recession fears, creating a volatile  
yield environment.

•  The U.S. has over $9T debt maturing in 2025, with 
much of it needing to be refinanced. With the prior 
administrations reliance on short term issuances coming 
due, pushing this debt out along to later maturities can 
be challenging if yields continue to spike.

•  Further complicating the yield environment is the 
uncertainty about future rate cuts, as policy makers weigh 
the impact of tariffs on already sticky consumer prices.

•  Market sentiment is cautious heading into Q2 2025, with 
rising volatility and recessions fears tempered by resilient 
corporate earnings and potential Federal Reserve rate 
adjustments. Managing risk will be key as policy shifts and 
economic data shape the outlook.     

The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. 
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Milliman Financial Risk Management LLC is a global leader 
in financial risk management to the retirement savings 
industry. Milliman FRM provides investment advisory, 
hedging, and consulting services on approximately $179 
billion in global assets (as of March 31, 2025). Established 
in 1998, the practice includes more than 200 professionals 
operating from four trading platforms around the world 
(Chicago, London and Sydney). Milliman FRM is a 
subsidiary of Milliman, Inc.

Milliman is among the world’s largest providers of actuarial 
and related products and services. The firm has consulting 
practices in healthcare, property & casualty insurance, life 
insurance and financial services, and employee benefits. 
Founded in 1947, Milliman is an independent firm with offices 
in major cities around the globe.

For more information, visit milliman.com/FRM
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All Indices are total return in local currency except for MSCI Asia ex-Japan and MSCI Emerging Markets

S&P 500: widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of 
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market 
capitalization. S&P 500 Value: measures the performance of the large-capitalization value segment in the U.S. equity market. 
The Index consists of those stocks in the S&P 500 Index exhibiting the strongest value characteristics based on: (i) book value 
to price ratio; (ii) earnings to price ratio; and (iii) sales to price ratio. S&P 500 Growth: measures the performance of the large-
capitalization growth segment in the U.S. equity market. The Index consists of those stocks in the S&P 500 Index exhibiting the 
strongest growth characteristics based on: (i) momentum; (ii) earnings to price ratio; and (iii) sales to price ratio. Bloomberg US 
Aggregate Index: a broad-based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate 
taxable bond market. Bloomberg U.S. Treasury Index: measures U.S. dollar-denominated, fixed-rate, nominal debt issued by the 
U.S. Treasury. Bloomberg U.S. Corporate Investment Grade: measures the investment grade, fixed rate, taxable corporate bond 
market. Bloomberg US Corporate High Yield Bond Index: measures the USD-denominated, high yield, fixed-rate corporate bond 
market. Tariff data is from the first administration for each president. Treasury Outlays are based on April report produced by U.S. 
Treasury (https://fiscaldata.treasury.gov/). PCE deflator: a measure of the average price increase for personal consumption in the 
United States. Core excludes the prices of food and energy. Standard Deviation: measures volatility in the market or the average 
amount by which individual data points differ from the mean. Basis Points (bps): Standard measure of percentages in finance. One 
basis point is one hundredth of one percent. Drawdown: How much the price of an index or security is down from the peak before it 
recovers back to the peak.

Unless otherwise noted, data is sourced from Bloomberg. The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax, accounting or other 
advice. The recipient should not act on any information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisors. Use of such information is 
voluntary and should not be relied upon unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.

The results shown are historical, for informational purposes only, not reflective of any investment, and do not guarantee future results. Any reference to a market index is included for illustrative purposes only, as it 
is not possible to directly invest in an index. Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account for the deduction of management fees or transaction costs generally 
associated with investable products, which otherwise have the effect of reducing the results of an actual investment portfolio.

Foreside Fund Services, LLC is not affiliated with Milliman Financial Risk Management. Foreside Fund Services, LLC, a FINRA/SIPC member, has been retained to facilitate FINRA review of the material in order to meet 
certain requirements of its business partners. 

https://fiscaldata.treasury.gov/

