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One-minute market update

NEW YEAR 2025

Investors are enthused by a combination of moderating inflation, falling interest rates and Trump’s 
election victory, which signals more U.S. growth, lower taxes and less regulation. Stocks climbed to 
record levels as a result. While valuation risk is mostly concentrated in U.S. large-cap growth stocks, 
many global equity markets still offer attractive return potential.

Economy
The economy has stabilized in recent months as inflation

concerns moderate and headwinds created by higher
borrowing costs fade amid interest-rate cuts. Recession risk
has declined further and we now assign a 75% probability to
a soft landing for the U.S. economy.

Risks to our base case outlook include uncertainty with
respect to the new U.S. administration, interest-rate policy
and geopolitical instability reflected by events in Ukraine
and the Middle East, as well as China’s housing challenges.

All in all, our GDP forecasts continue to anticipate further
economic growth, mostly at a moderate clip over the first
half of 2025, before accelerating later in the year.

RBC GAM GDP forecast for developed markets
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Note: As of November 6,  2024. Source: RBC GAM

Fixed Income
The U.S. 10-year yield fell as low as 3.60% in September and

rebounded sharply to about 4.40% after the U.S. election in
November.

We think bonds are appropriately priced in most major
sovereign-bond markets except Japan, with return potential
ranging from low single digits to mid single digits, and the
greatest return potential being in U.S. Treasuries.

We forecast the U.S. 10-year yield toward the middle of that
range, namely 4.00%, over the year ahead, which would
mean bond investors would get to keep their coupon and
even earn a bit of capital gain.

U.S. 10-year T-bond yield 
Equilibrium range
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Last plot: 4.17%
Current range: 1.48% – 2.57% (mid: 2.03%)
Current Range with 1.0% real rate: 3.35% – 4.45% (mid: 3.90%)
Nov. '25 range with 1.0% real rate: 3.09% – 4.18% (mid: 3.63%)
Nov. '29 range with 1.0% real rate: 2.69% – 3.79% (mid: 3.24%)

Note: As of November 30, 2024. Source: RBC GAM
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Equity markets
	Global equities delivered impressive gains in the past 
year with the strongest returns generated by U.S. mega-
cap technology stocks, but gains began to broaden in the 
summer as other areas posted strong returns.

	International markets underperformed, particularly after 
Trump’s election win, given that his policy proposals favour 
domestic growth at the expense of international and 
emerging-market economies.

	Our own models show that valuation excesses are 
concentrated in U.S. mega-cap stocks and that, outside 
this group of companies, equities range from fairly to 
attractively priced.

	If a broad-based improvement in earnings unfolds as 
analysts’ expect, U.S. mid- and small-cap stocks and 
equities outside the U.S. could finally deliver superior 
returns.

Global stock-market composite 
Equity-market indexes relative to equilibrium
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Last plot (global): 6.5%

Cycle high (global, Dec 2021): 35.2%
Last plot (global ex-USA): -15.2%

Note: As of November 29, 2024. Source: RBC GAM
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