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last week decided to hold 
interest rates steady as they downgraded their expectations 
for economic growth in the US to 1.7% for 2025, as well as 
increasing their inflation forecast to 2.7%. As Chairman Powell 
was seen to downplay the mounting economic concerns from 
the trade war, markets have formed the view that the Fed will 
step up to the plate, if required, to avoid a recession. For now 
the Fed appears to be viewing the threat from tariffs as a one 
off jump in prices President Trump criticised the Fed saying 
that the Fed should have cut interest rates before tariffs start 
to “transition their way into the economy”, a strong signal 
that he intends to proceed with tariffs on 02.04.25 as 
threatened. 

were a mixed bag with the headline 
coming in at +0.2% month on month, below the expected 
0.6%. Furthermore, January 2025’s weak reading was revised 
lower to -1.2%. However, the core measure, which excludes 
cars and fuel, was in line with estimates.  
 

 as measured by the University 
of Michigan’s consumer sentiment index, fell below 
expectations in February both for current conditions and 
expectations. The report reflected both weakening consumer 
spending and increasing inflation expectations.  

came in strong for February, with 
housing starts rising by 11.2% (after a 9.8% drop in January 
due to bad weather). However building permits declined at a 
faster pace than in January suggesting the bounce is 
temporary. 

was reasonably positive for the first two 
months of 2025 with both retail sales and industrial 
production slightly stronger than expected. However, the 
jobless rate increased to 5.4% and property investment is now 
down 9.8% year to date in 2025. The People’s Bank of China 
also kept lending rates unchanged for the fifth consecutive 
month.  

rose last week in response to strikes on Houthi 
rebels by the US and the Israeli resumption of attacks in Gaza. 
However, the rise proved short-lived as considerations about 
longer term fundamentals weighed heavier – including 

increasing supply from OPEC+ (Organization of the 
Petroleum Exporting Countries+) and expectations of a 

weakening in demand. By the end of last week, the oil price 
was hovering around the $70 a barrel level. 
 

voted to hold interest rates, leaving 
the policy rate at 4.5%, a more aggressive stance than many 
had expected. Inflation concerns stemming from stronger 
wage growth and firms being prepared to pass on costs to 
consumers appears to be behind the decision.  
Unemployment remained at 4.4% for the 3 months ending 
January 2025.  

kept interest rates unchanged 
at 0.5% at the March 2025 meeting. They indicated “Japan’s 
economy has recovered moderately” although “high 
uncertainties” persist amongst Japan’s economic activity and 
pricing. They also acknowledged the need to monitor changes 
in US tariff policies. The BOJ remains aggressive however, 
which is in contrast to the other major central banks and 
makes for a tailwind for the Yen  
 

 voted to amend the debt brake 
legislation on 20.03.25, allowing an increase in defence and 
infrastructure spending including a €500 billion infrastructure 
fund. See ‘The long’ for more. 

 
 
 
Sources: Bloomberg, BCA Research, PIMCO 10-17.03.25 
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Global shares +1.3% -3.9% 

US shares +1.1% -7.6% 

European shares +0.6% +8.8% 

European government bonds +0.7% -1.5% 

Global commodities +0.9% +2.0% 

The Magnificent 7* -0.1% -17.4% 

Source: Bloomberg, 24.03.25. All returns expressed in euros  
*Equally weighted benchmark of Apple, Alphabet, Amazon, Meta, Microsoft, NVIDIA 
and Tesla.  

 

 
 

  

• German debt plan approval 

• Latest US interest rate decision  

• US economic data  

• Chinese data and interest rate decision 

• Oil prices  

• Bank of England, Bank of Japan interest rate decisions 

 

 
 

Last week saw the German Bundestag vote to approve the substantial spending 
stimulus plans  that withdraws the constitutional debt brake that existed on the level 
of debt the government could borrow . This has now  given the green light to 
approximately €900billion of new expenditure on infrastructure and defence. Putting 
this in a historic context, this is an extraordinary moment and according to some 
analysis1 it is bigger than the spending booms that followed the Second World War 
and German re-unification in the 1990’s (see Figure 1).  

 

Bond market reaction - The news was met with a one-day jump in German 10 year 
bund yields** as prices fell – the largest move since German re-unification. This 
spilled over into other European government bonds also The consequence has been 
a fall in value of this part of the bond market by about 1.1%.2  
 
We have seen European bond funds and their investors have been most impacted by 
this development. 

Source: Investment Markets/Bloomberg 20.03.25 
 
Equity markets - Both European equities and more specifically German equities (see 
Figure 2) has also reacted to this news, with  German equities powering ahead. It is 
the German defence sector that has benefitted most, suggesting that the market now 
believes Europe as a whole will increase spending on its own defence industry, a shift 
from its historically heavy dependence on the US for armament imports.  
 
It is interesting to note that the stronger performance in the equity market, reflecting 
a stronger performance in German equities,  has occurred roughly since the election 
of President Trump in the US (05.11.24).   
  
*Economic growth is measured by Gross Domestic Product (GDP) 
** Bond yield is the return an investor expects to receive over the term to maturity 
 

1. Sources TS Lombard cited by Bloomberg 20.03.25 

2. Bloomberg 20.03.25 
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Source: Bloomberg 21.03.25. All returns expressed in euros. 

 
Disclaimer  

 
While great care has been taken in its preparation, this document is of a general nature and should not be relied on in relation to a specific issue 
without taking financial, insurance or other professional advice. If any conflict arises between this document and the policy conditions, the policy 
conditions will prevail. Bank of Ireland Investment Markets (BOIIM) believes any information contained in this document to be accurate, but BOIIM 
does not warrant its accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission made as a result of the 
information contained in this document. Any investment, trading or hedging decision of a party will be based on their own judgment and not upon 
any views expressed by BOIIM. You should obtain independent professional advice before making any investment decision.  

Any expression of opinion reflects current opinions of Bank of Ireland Investment Markets as at March 2025. Any opinion expressed (including 
estimates and forecasts) may be subject to change without notice. This publication is based on information available as at March 2025. Not to be 
reproduced in whole or in part without prior permission.  

Index providers do not sponsor, advise, recommend, endorse or promote any Bank of Ireland funds and has no liability whatsoever to any person 
arising out of their investment in these funds. 

Bank of Ireland – The Governor and Company of the Bank of Ireland, incorporated by charter in Ireland with Limited Liability. Bank of Ireland is 
regulated by the Central Bank of Ireland. Investment Markets is an investment management unit within Bank of Ireland. Bank of Ireland trading as 
Bank of Ireland Investment Markets is regulated by the Central Bank of Ireland. A member of Bank of Ireland Group. Bank of Ireland also operates 
under other trading names that will be detailed in the terms and conditions that concern the relevant product or service.  

Bank of Ireland is a member of the Bank of Ireland Group. Bank of Ireland is regulated by the Central Bank of Ireland. Registered Number C-1. 
Registered Office and Head Office: Bank of Ireland, 2 College Green, Dublin, D02 VR66.  

 

March 2025   

 

 

2020 2021 2022 2023 2024

Global equities 6.7% 27.5% -13.0% 18.1% 25.3%

US equities (S&P 500) 8.7% 38.2% -13.0% 22.2% 33.6%

European equities (Stoxx 600) -1.4% 25.8% -9.9% 16.6% 9.6%

Emerging market equities 9.1% 4.9% -14.9% 6.6% 15.4%

Global bonds 4.9% -2.6% -15.1% 4.5% 0.9%

US government bonds 8.3% -2.0% -12.5% 5.8% 0.3%

European government bonds 4.3% -3.7% -18.4% 7.2% 1.9%

Emerging market debt -3.4% 6.4% -9.8% 5.4% 15.1%

Broad commodities -13.1% 37.0% 20.7% -10.9% 7.0%

US corporate bonds 7.8% -1.9% -17.1% 5.8% 2.1%

European corporate bonds 2.4% -1.2% -14.0% 8.4% 4.6%

German government bond aggregate 3.0% -2.7% -17.8% 5.6% 0.6%

Magnificent 7 102.2% 62.7% -41.9% 100.4% 78.9%

Warning: Past performance is not a reliable guide to future performance. 

Warning: The value of your investment may go down as well as up. 

Warning: If you invest in these funds you may lose some or all of your investment. 

Warning: These funds may be affected by changes in currency exchange rates. 

Warning: Forecasts are not a reliable indicator of future performance. 

https://fundcentre.bankofireland.com/

