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Executive Summary 

In this Mid-Year Market Outlook edition of The 
Current, Harbor’s Multi-Asset Solutions Team broke 
down the forces driving markets in the first half of 
2025—and what they expect to shape the second. 

Markets staged a strong recovery after a volatile Q1, 
with the S&P 500 and NASDAQ reaching new highs. 
But underneath the surface, major dislocations 
remain: the U.S. dollar has weakened considerably, 
international equities outperformed U.S. stocks for 
the first time in years, and gold surged over 25%. 

The team examined macro and policy developments—including tariffs, fiscal stimulus, and labor supply 
shifts—and their potential impact on inflation, Fed policy, and asset allocation. Sector rotations and 
international opportunities also featured in the discussion. 

Key Takeaways for 
Advisors   

1. Markets Are at All-Time 
Highs—But Leadership Is 
Shifting: Despite record highs in major 
U.S. indices, leadership has rotated 
beneath the surface. International 
equities, emerging markets, and 
commodities like gold have been 
outperforming. Now may be the time to 
reassess allocations based on what’s 
actually driving returns. 

2. Tariffs Are Back—and Markets 
Are Watching: With new tariff rates expected August 1, the U.S. trade environment remains in flux. 
Markets have become more resilient to tariff headlines, but advisors should still watch for margin 
pressure, sector-specific impacts, and renewed volatility. 
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“Tariffs should continue to be the 
overarching risk to markets. What we’ve 
seen in recent months since the initial shock 
is that equity markets have become a little 
more immune, or less surprised, by what is 
coming out of tariff announcements.” 

—Jake Schurmeier, Head of Fixed Income, 
Currencies & Commodities 
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3. Fiscal Stimulus Offers a Short-Term Boost—But Long-Term Growth Remains 
Limited: The “Big Beautiful Bill” delivers a meaningful stimulus bump in 2026, but it’s not a game-
changer, in our view. We expect clear winners (R&D-heavy companies) and losers (hospitals and 
healthcare), but no structural shift in the U.S. growth trajectory. 

4. The Fed May Stay on Hold Through 2025: While the market is pricing in two rate cuts this 
year, the team expects the Fed to hold rates steady. Inflation effects from tariffs haven’t fully surfaced, 
and labor data suggests a slowing—but not broken—economy. 

5. The Weak Dollar has been Reshaping Asset Allocation: A sharply weaker dollar is one 
of 2025’s most important trends. It has been fueling international equity strength, driving gold demand, 
and causing global investors to rethink U.S. exposure. Diversification beyond U.S. assets appears to be 
back in focus. 

6. Gold has been Emerging as a Top Diversifier: Gold is up over 25% year-to-date and was 
the panel’s top pick for the second half. Central bank demand, a weaker dollar, and rising fiscal 
uncertainty have all supported the rally. Consider gold’s role in hedging macro risks. 

7. The Weak Dollar has been Reshaping Asset Allocation: Tech, communication services, 
and industrial sectors led Q2, while healthcare and energy lagged. Growth surged after the tariff pause, 
and non-U.S. assets continued to strongly outperform for the year-to-date period. We believe advisors 
should monitor valuation stretch and risk-on sentiment. 

8. Our View: International Equities Deserve Renewed Attention: The dollar’s decline, 
better relative valuations, and strong trade balances in select economies are all tailwinds for non-U.S. 
markets. International equities may continue to lead in the second half, in our view. 

 

Take the Next Step 
At Harbor, we’re committed to giving you access to what we believe are the best 
managers, strategies, and insights—so you can help clients thrive in a variety of 
market conditions. 

Our curated lineup of boutique managers and actively managed strategies is 
grounded in rigorous research, high-conviction selection, and ongoing oversight. With 
a focus on outcomes over activity, we aim to deliver solutions that are equipped to 
respond to markets—without requiring your constant attention. 

To explore how Harbor can support your investment approach with differentiated 
insights and thoughtfully managed solutions, connect with your Harbor representative 
at (800) 427-2677 or visit harborcapital.com.   

https://www.harborcapital.com/
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Important Information 
This information has been provided by Harbor and was published from a webinar that took place on July 14, 2025, for 
informational purposes only. It does not constitute or form part of any offer to issue or sell, or any solicitation of any 
offer to subscribe or to purchase, shares, units or other interests in investments that may be referred to herein and must 
not be construed as investment or financial product advice. Harbor has not considered any reader’s financial situation, 
objective or needs in providing the relevant information. 
Investing entails risks and there can be no assurance that any investment will achieve profits or avoid incurring losses. 
Past performance is not necessarily a guide to future performance or returns.  Harbor has taken all reasonable care to 
ensure that the information contained in this material is accurate at the time of its distribution, no representation or 
warranty, express or implied, is made as to the accuracy, reliability or completeness of such information.  
The views expressed herein may not be reflective of current opinions, are subject to change without prior notice. This 
material does not constitute investment advice and should not be viewed as a current or past recommendation or a 
solicitation of an offer to buy or sell any securities or to adopt any investment strategy. 

This material may contain forward-looking information that is not purely historical in nature. Such information may 
include, among other things, projections and forecasts. There is no guarantee that any of these views will come to pass.  
Copyright © 2025 Harbor Capital Advisors, Inc. All Rights Reserved.                                                                       
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