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The Key Wealth is a team of highly experienced professionals from 
across wealth management, dedicated to delivering commentary and 
financial advice. From strategies to manage your wealth to the latest 
political and industry news, the Key Wealth provides proactive 
insights to help grow your wealth.

Our 2025 Economic and Investment Outlook is 
available.

Access it via the link below on key.com:

2025 Outlook: Meet the New Boss. Same as the 
Old Boss? | Key Wealth

Key Wealth – where to learn more

https://www.key.com/kpb/our-insights/articles/outlook.html
https://www.key.com/kpb/our-insights/articles/outlook.html
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4Source(s): Key Wealth, Morningstar Direct

Indices used for:
US Equities: US Large Cap - S&P 500 TR USD; US Mid Cap - S&P MidCap 400 TR USD; US Small Cap - S&P SmallCap 600 TR USD
Non-US Equities: International Developed - MSCI EAFE NR USD; Emerging Markets - MSCI EM NR USD
Fixed Income: US Bonds - Bloomberg US Agg Bond TR USD; Municipals - Bloomberg Municipal TR USD; High Yield - ICE BofA US High Yield TR USD
Real Assets: REITs - FTSE Nareit All REITs TR USD; Commodities - Bloomberg Commodity TR USD
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7Source(s): Bureau of Economic Analysis, Key Wealth

Real Gross Domestic Product (GDP), Compounded Annual Rate of Change, Quarterly, Seasonally Adjusted Annual Rate. Q2-2025 “second” estimate.

Annual Real GDP
2022: 1.9%
2023: 2.9%
2024: 2.8%

Growth

Economic Growth reaccelerates



Trade having an outsized impact; overall: okay
Net exports

8

(exports minus imports) fell in Q1
as companies imported a significant amount of
goods ahead of tariffs (recall that imports
subtract from GDP).

In Q2, imports fell as companies drew down
inventories which caused net exports to rise.

Personal consumption also rebounded in Q2
but is still softer relative to past quarters.

Overall, US economic growth is solid but not
spectacular as uncertainty may be weighing on
sentiment

Source(s): Bianco Research, Bureau of Economic Analysis (BEA)

Growth
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US Retail Sales

Consumer Spending has been above expectations

9Source(s): Federal Reserve Bank of St. Louis, US Department of Commerce, Census Bureau, Key Wealth

Trend Line

Real Estate 
Bubble

Advance Retail Sales (nominal) – Retail Trade and Food Services; seasonally-adjusted.  Data is through August 2025. Shaded areas indicate U.S. recessions.
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10Source(s): Federal Reserve Bank of San Francisco; Key Wealth

Covid-19 recession:
(savings uncharacteristically rose)

Growth

Consumer Spending has fueled economic growth
But savings are dwindling
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Consumer Spending has fueled economic growth
But savings are dwindling



What’s driving economic growth? AI
In the conference call transcripts of
the S&P 500 co’s that conducted
earnings calls from June 15 through
Sept. 5 the term “AI” was cited on
287 earnings calls (57.4%).

This was the highest number of S&P
500 earnings calls on which “AI” has
been cited over the past 10 years.

This also represented a 32% quarter-
over-quarter increase (287 vs. 218)
in the number of S&P 500 earnings
calls on which “AI” was cited.

12
Source(s):Federal Reserve Bank of Atlanta

Growth



What’s driving the stock market? AI
Nvidia is the largest stock in the S&P 
500 at 7.81%

The top five stocks (Nvidia, 
Microsoft, Apple, Amazon, and 
Alphabet) currently make up 29.28% 
of the S&P 500’s market 
capitalization. That is the highest 
concentration since at least 1964 (as 
far back as data goes).

13
Source(s):Federal Reserve Bank of Atlanta

Growth



How much will be spent on AI?

80 81 104 144 230 230

1,538

884

2,192

2,846

3,500

170 162

2022 20232018 2019 2020 2021 2024 2025 2026 2027 2028 2029 2030

Capital Spending on AI ($-billions)

24% avg. annual increase

“We [expect to] see $3 trillion to $4 trillion in annual AI infrastructure spending by the end of the decade“.

14
Sources: Bloomberg; JPMorgan; Wolfe Research, Key Wealth Institute

Jensen Huang, CEO
NVIDIA Corporation

If this comes to fruition, infrastructure spending on AI would dwarf the infrastructure spending associated
with WWII, the US interstate highway system and dot-com spending, combined.

Growth



Inflation is “stickier” post-pandemic

15
Source(s):Bloomberg; Key Wealth Institute

Inflation
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16Source(s): Federal Reserve Bank of St. Louis, Bureau of Economic Analysis, Bureau of Labor Statistics, Key Wealth

Rising inflation has been an issue for consideration for the Federal Reserve and its monetary policy after the initial COVID recovery. Current levels are 
elevated and exceed desired price stability.  Inflation has been the primary catalyst for the Fed’s decision to begin rate hikes in March 2022 and marked the 
beginning of a new cycle defined by tighter monetary policies, including 17 interest rate increases of 25 bps in 2022 and 4 more in 2023. As inflation 
moderated, the Fed started a new cycle of cutting interest rates in September 2024 and reduced interest rates by 100 bps by the end of 2024.
One important caveat: long-term inflation expectations are still near their long-term range of 2.0%-2.5%.

Data is through July 2025

12-month percent change in Consumer Price Index (CPI) and Personal Consumptions Expenditures (PCE) Index, not seasonally adjusted. Core excludes Food & Energy.

Inflation

Inflation is persistent, remains above target



17Source(s): Bureau of Labor Statistics, Key Wealth

12-month percent change in Consumer Price Index (CPI) for All Urban Consumers (CPI-U), not seasonally adjusted.
Core, Goods and Services components exclude Food & Energy.
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18Source(s): Bureau of Labor Statistics, Key Wealth

12-month percent change in Consumer Price Index (CPI) for All Urban Consumers (CPI-U), not seasonally adjusted.
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19

Data is through August 2025

12-month percent change in Consumer Price Index (CPI) components, not seasonally adjusted.
Core, Goods and Services components exclude Food & Energy.

Inflation

Goods inflation is rising

Source(s): Bureau of Labor Statistics, Key Wealth
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Data is through August 2025

Inflation

Price increases from tariffs starting to show

Source(s): Bianco Research



21Source(s): Federal Reserve Bank of Atlanta, Current Population Survey, Bureau of Labor Statistics, Author’s Calculations

Three-month moving average of median wage growth, hourly data. Data is through August 2025. Shaded areas indicate U.S. recessions.
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22Source(s): Federal Reserve Bank of St. Louis, Bureau of Labor Statistics, Key Wealth

All Employees, Total Nonfarm, Monthly Change, Seasonally Adjusted.  As of August 2025.

New Non-farm payrolls have weakened
Employment
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2020



Unemployment Rate Remains low, but rising

23Source(s): Federal Reserve Bank of St. Louis, Bureau of Labor Statistics, Key Wealth

Unemployment Rate: Monthly, Seasonally Adjusted.  As of August 2025. Shaded areas indicate U.S. recessions.
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24Source(s): Department of Labor, Federal Reserve Bank of St. Louis, Key Wealth

Initial Claims, Weekly, Seasonally Adjusted. Week ending August 30, 2025.
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25Source(s): Bureau of Labor Statistics, Federal Reserve Bank of St. Louis, Key Wealth

Job Openings: Total Nonfarm, Monthly, Seasonally Adjusted.  As of July 2025. Shaded areas indicate U.S. recessions.
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Labor market is weakening

26Source(s): U.S. Census Bureau, Federal Reserve Bank of St. Louis, Key Wealth Management

Job Openings: Total Nonfarm, Monthly, Seasonally Adjusted.  As of August 2023. Shaded areas indicate U.S. recessions.
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What explains the weakness in the jobs market?

The number of federal government employees has fallen 7 straight months, with the potential for deeper declines in the months ahead.

27
Source(s):Federal Reserve Bank of St. Louis; Key Wealth Institute

Employment



What explains the weakness in the jobs market?

Trump’s immigration policies are impacting the labor market, too. If this persists, it could suggest that fewer new jobs are needed for the
economy to reach “full employment”.

28
Source(s):Federal Reserve Bank of St. Louis; Key Wealth Institute

Employment



Immigration – Promises Made, Promises Kept
Non-farm payroll growth began to slow
sharply in May. Why did this happen?

Consider the chart to the left that shows border
encounters since late 2023.

The border was effectively closed in February.

Did this finally start to impact payrolls 90 days
later (or May)?

29
Source(s): Bianco Research
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U.S. Population Growth Dynamics Changing

30
Source(s): Bianco Research
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Tariff rates have been a non-issue historically

31

Fiscal Policy

Source(s): Bianco Research
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Fiscal Policy

Tariff Talk - Anyone? Anyone?
“In 1930, the Republican-controlled House of 
Representatives, in an effort to alleviate the 
effects of the... Anyone? Anyone?... the Great 
Depression, passed the... Anyone? Anyone? 
The tariff bill? The Hawley-Smoot Tariff Act. 
Which, anyone? Raised or lowered?... raised 
tariffs, in an effort to collect more revenue for 
the federal government. Did it work? 
Anyone?... Anyone know the effects? It did not 
work, and the United States sank deeper into 
the Great Depression.”

Ferris Bueller’s Day Off (1986)



What is Trump trying to accomplish with tariffs?

33

Fiscal Policy

Curb the flow of fentanyl and illegal 
immigration into the United States

• This is the primary reason Trump has given 
for enacting 20% tariffs on Chinese imports 
and 25% on imports from Mexico and 
Canada

Bring manufacturing jobs back to the 
United States

• Trump campaigned heavily on restoring the 
US as the manufacturing hub it had been 
decades ago. As Trump routinely reminds: “If 
you make your products in America, you pay 
no tariffs.”

Restore fairness

• In Trump’s view, the US is being “ripped off” 
by countries with higher tariff rates on US-
made products, or countries with which the 
US runs a trade deficit

Pay down debt and reduce taxes

• Trump’s goal is to essentially replace 
income taxes with tariff revenues and pay 
down the nation’s debt



“Tariffs are part of Trump’s DNA.”

September 1987

“Some day people will realize that tariffs, for the 
United States of America, are a very beautiful thing.”

“THIS IS AN ECONOMIC REVOLUTION THAT WE 
WILL WIN. HANG TOUGH! “

President Donald Trump, April 5, 2025
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Source(s): Evercore ISI; Key Wealth

• U.S. and U.K. agree to tariff deal framework that 
would leave the tariff rate on U.K. imports at 10%

• Overall tariffs on Chinese goods is approximately 
40%, up from ~10% when Trump took office

• U.S. and Japan agree to a framework that imposes a 
15% tariff on Japanese goods, and Japan agrees to 
invest $550 billion in the U.S.

• U.S. and E.U. agree to tariff deal framework that 
imposes a 15% tariff on most European goods

• U.S. imposes a 50% tariff on goods from India. 25% of 
the charge is a penalty for transactions with Russia

• The U.S. Federal Appeals Court ruled the tariffs were 
enacted illegally, but allowed them to stay in place 
until the Supreme Court can rule on them

Tariff rates are rapidly changing, less uncertain
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“Liberation Day” was April 2, 2025. The initial “90-day pause on tariffs” was announced on April 9, 2025, and was scheduled to end on July 9, but was extended to August 1. 
Negotiations between the U.S. and most countries are still ongoing and continue to exacerbate uncertainty; however, some deals are starting to take shape. Additional delays 
for certain countries have been announced.

Subject to change as often as daily.



Effective tariff rate is fluctuating
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Source(s): Bianco Research



One Big Beautiful Bill Act signed into law (July 4, 
2025)

• The bill is expected to add more than $3.3 trillion to 
the deficit over the next ten years

• Five implications of the bill:

1. Made 2017 tax cuts permanent

2. Increases border security/defense spending

3. Decreases Medicaid/SNAP spending

4. Phases out green energy tax credits 

5. Increases debt ceiling by $5 trillion
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Source(s): Congressional Budget Office; Key Wealth



US Debt Situation: 2025 Federal Budget

Source(s): Congressional Budget Office, Key Wealth Institute 38
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US Debt Situation: 2025 Federal Budget

Source(s): Congressional Budget Office, Key Wealth Institute 39
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Total Spending: $7.0 trillion Sources of Financing

Discretionary
 Spending: 

$1.8 trillion (26%)

Mandatory
 Spending: 

$5.2 trillion (74%)



US Debt Situation: What are the risks? Crowding out

With interest expense now exceeding defense spending, the biggest near-term risk is a crowding out effect, whereby 
necessary investments and growth initiatives are delayed, deferred or negated. This could suppress economic growth in 
the future.

Source(s): Federal Reserve Bank of St. Louis; Key Wealth (shaded areas denote recessions) 40
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Trump on Powell

Source(s): Truth Social 41
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42Source(s): Hedgeye

Fed Policy / Rates

A tricky walk ahead
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GFC: QE-1

Covid-19:
QE-4

QT begins
Inflation at 9%

Policy error

Interest rates 
raised aggressively

Interest rates held near zero for a long time

Source(s): Federal Reserve Bank of St. Louis; Key Wealth

Uncooperative 
inflation

Brief recap of how we got here
Fed Policy / Rates



44Source(s): Key Wealth, Board of Governors of the Federal Reserve System; Data through December 18, 2024

2022-2024: 525 basis points in rate hikes in 2022-2023; 100 basis points of rate cuts in 2024
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“Economic activity continued to expand at a solid pace in the fourth quarter of last year, with GDP rising at 2.3%. Recent indications, however, point 
to a moderation in consumer spending following the rapid growth seen over the second half of 2024. Overall, a wide set of indicators suggests that 
conditions in the labor market are broadly in balance. The new Administration is in the process of implementing significant policy changes 
in four distinct areas: trade, immigration, fiscal policy, and regulation.” – Jay Powell (March 19, 2025)

Fed Policy / Rates

FOMC Interest Rate Policy: Pace and Magnitude



45Source(s): Key Wealth, Board of Governors of the Federal Reserve System; Data through September 17, 2025

2025: Projected pace of rate cuts has been back and forth 
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“Tariffs are highly likely to generate at least a temporary rise in inflation. The inflationary effects could also be more persistent. We may find 
ourselves in the challenging scenario in which our dual-mandate goals are in tension. If that were to occur, we would consider how far the 
economy is from each goal, and the potentially different time horizons over which those respective gaps would be anticipated to close. For the time 
being, we are well positioned to wait for greater clarity before considering any adjustments to our policy stance.” – Jay Powell (April 16, 2025)

Fed Policy / Rates

FOMC Interest Rate Policy: Pace and Magnitude

FOMC Predicting 
2 More Rate Cuts in 2025, 

1 in 2026
(as of September 17, 2025)

 2025 2026
 3.75% 3.50%

FOMC Summary of Economic 
Projections



46Source(s): Key Wealth, Board of Governors of the Federal Reserve System; Bloomberg.

2025: Projected pace of rate cuts has been back and forth 
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“In the near term, risks to inflation are tilted to the upside and risks to employment to the downside—a challenging situation. When our 
goals are in tension like this, our framework calls for us to balance both sides of our dual mandate. With downside risks to employment having 
Increased, the balance of risks has shifted. Accordingly, we judged it appropriate at this meeting to take another step toward a more neutral policy 
stance."– Jay Powell (September 17, 2025)

Fed Policy / Rates

FOMC Interest Rate Policy: Pace and Magnitude

Market Predicting 
2 More Rate Cuts in 2025, 

3 in 2026
(as of September 17, 2025)

 2025 2026
 3.75% 3.00%

 Fed Fund Futures



47Source(s): Bianco Research, Bloomberg

2024: US 10-Year Bond rose from 3.62% to 4.79% as Fed Funds was cut from 5.50% to 4.50%

Fed Policy / Rates

What happened when the Fed cut rates in 2024?



48Source(s): Board of Governors of the Federal Reserve, Federal Reserve Bank of St. Louis, Key Wealth

Market Yield on U.S. Treasury Securities at Constant Maturity, Quoted on an Investment Basis, Daily as of September 16, 2025.

Fed Policy / Yields

Interest rates surged higher, then vacillated
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FOMC Meeting – September 17, 2025
Summary of Economic Projections (SEP) – 2025 Year-end

Median Projections
Prior

(June 2025)
Recent

(September 2025) Directional Change Numerical Change

Change in Real GDP 1.4% 1.6%   0.2%

Unemployment Rate 4.5% 4.5% None None

PCE Inflation 3.0% 3.0% None None

Core PCE Inflation 3.1% 3.1% None None

Federal Funds Rate 3.9% 3.6%  -0.3%

2.1%

4.3%

2.5% 2.5%

3.9%

1.7%

4.4%

2.7% 2.8%

3.9%

1.4%

4.5%

3.0% 3.1%

3.9%

1.6%

4.5%

3.0% 3.1%
3.6%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

Change in Real GDP Unemployment Rate PCE Inflation Core PCE Inflation Fed Funds Rate

Dec-24 Mar-25 Jun-25 Sep-25

The projection for the year-end 2025 Fed Funds Rate of 3.6% is the midpoint (3.625%) of the target range of 3.500% - 3.750%, versus the current 
midpoint (4.125%) of the current target range of 4.000% - 4.250%.  This implies a total of 50 basis points (0.50%) of rate cuts by 12/31/25.
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The Key Wealth is a team of highly experienced professionals from 
across wealth management, dedicated to delivering commentary and 
financial advice. From strategies to manage your wealth to the latest 
political and industry news, the Key Wealth provides proactive insights 
to help grow your wealth.

Provides access to:

• Future special event invitations
• Weekly Key Questions Series
• Weekly Key Wealth Matters podcast
• Quarterly Investment Perspectives
• Monthly Wealth Insights eNewsletter
• Our research whitepapers and financial planning articles

Follow Key Private Bank on LinkedIn at: 
linkedin.com/company/keyprivatebank

Key Wealth – where to learn more

http://www.linkedin.com/company/keyprivatebank


The Key Wealth Matters Podcast

Hosted by experts of the Key Wealth, Key Wealth 
Matters explores the biggest news of today, revealing 
its potential impacts on personal financial planning 
strategies, businesses, organizations and the 
economy.

Subscribe today 
for the latest 
episodes through 
your podcast app.

Next episode:
End of Week Market Minutes Recap 
– Every Friday key.com/wealthmatters
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Q&A
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Disclosures
The Key Wealth is comprised of financial professionals representing KeyBank National Association (KeyBank) and certain affiliates, such as Key Investment Services LLC (KIS) 
and KeyCorp Insurance Agency USA Inc. (KIA).

Any opinions, projections, or recommendations contained herein are subject to change without notice, are those of the individual author(s), and may not necessarily represent 
the views of KeyBank or any of its subsidiaries or affiliates.

This material presented is for informational purposes only and is not intended to be an offer, recommendation, or solicitation to purchase or sell any security or product or to 
employ a specific investment or tax planning strategy. 

KeyBank, nor its subsidiaries or affiliates, represent, warrant or guarantee that this material is accurate, complete or suitable for any purpose or any investor and it should not be 
used as a basis for investment or tax planning decisions. It is not to be relied upon or used in substitution for the exercise of independent judgment. It should not be construed as 
individual tax, legal or financial advice. 

The summaries, prices, quotes and/or statistics contained herein have been obtained from sources believed to be reliable but are not necessarily complete and cannot be 
guaranteed.  They are provided for informational purposes only and are not intended to replace any confirmations or statements. Past performance does not guarantee future 
results.

Investment products, brokerage and investment advisory services are offered through KIS, member FINRA/SIPC and SEC-registered investment advisor. Insurance products 
are offered through KIA. Insurance products offered through KIA are underwritten by and the obligation of insurance companies that are not affiliated with KeyBank.

Non-Deposit products are: 
NOT FDIC INSURED • NOT BANK GUARANTEED • MAY LOSE VALUE • NOT A DEPOSIT • NOT INSURED BY ANY FEDERAL OR STATE GOVERNMENT AGENCY

©2025 KeyCorp. All Rights Reserved.  

CMFA #250408-3142378
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https://www.key.com/kpb/our-approach/kis-disclosures.html)


KeyCorp is an Equal Opportunity and Affirmative Action Employer Min/Fem/Vet/Disabled.

©2025 KeyCorp. KeyBank  Member FDIC NMLS#399797               240924-2797328
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