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From the Managing Director
Dear Clients and Friends,

The US stock market rose slightly in the fourth quarter, although 

the move was less exuberant than the third quarter, and many other 

markets finished the year with a negative quarter. After the election, 

there was a “relief rally” in part attributed to the expectation that 

business-friendly policies will be ushered by the new administration, 

but a large portion of the initial post-election rally was simply relief 

that the election result was not going to be delayed or disputed. 

There has been more caution in recent weeks as the market faces the 

reality of the difficulty of trying to fund election promises without 

inadvertently pushing interest rates and inflation higher.  

For the full year, the stock market delivered a pleasant surprise with 

a return of over 20% for the S&P 500 Index. Enthusiasm for artificial 

intelligence (AI) and the momentum of the Magnificent Seven1 

carried the day. Incremental asset flows still favor US equities. Despite 

attractive relative valuations, international stocks were not able to take 

the baton for any length of time, with many having geopolitical, fiscal 

and economic stresses of their own in addition to having less of the 

premier technology and growth stocks as compared to US indexes.

Bond markets were mixed, with most investment grade sectors up 

slightly. However, only the +8% return of the high yield bond segment 

outpaced the +5% earned by cash. The bond market, typically quiet 

and less dramatic than the stock market, has seen its influence revive 

as higher yields and diminished prospects for future interest rate cuts 

are making stock investors nervous. While cash cushions are tactically 

attractive, we do recommend reinvestment into a diversified portfolio 

over time as opportunities arise. 

Equities
The S&P 500 finished up over 23% in price terms for the full year.  

After small capitalization and value stocks perked up in the third 

quarter, things returned to familiar leadership-- AI themes and large 

cap growth—to finish the year. The Magnificent Seven was up 48% 

for the year and the sectors where they dominate benefited with 

communication services (+39%), technology (+36%) and consumer 

discretionary (+29%). Financials (+28%) and utilities (+20%) also 

turned in strong years on the basis of rate cuts, renewed financial/deal-

marking activity and the growing demand for electricity to run artificial 

intelligence (AI), cloud data centers and related.  

Continued inside

1The Magnificent Seven refers to the bellwether stocks of Amazon, 

Microsoft, Apple, Tesla, Nvidia, Alphabet (Google) and Meta (Facebook).
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Our expectation is for less dramatic outperformance by technology, 

growth and the Magnificent Seven. Many of these stocks are bona fide 

high quality investments that can be held for the long term. However, 

we prefer not to rely solely on these sectors at current valuations. There 

is opportunity to rotate into less favored sectors currently trading at 

reasonable valuations alongside a healthy earnings outlook. We also 

recommend keeping international equity exposure, but underweight 

relative to US equities.

Fixed Income
Bond markets are gaining attention again as their yields have generally 

risen despite the Federal Reserve cutting short term rates multiple 

times in 2024. These yield moves and curve steepening are a result of 

fewer rate cuts than initially expected in 2024 (and into 2025) due to 

nervousness that inflation might not be sufficiently contained or that 

government policy changes might be inflationary or heavily debt-

financed. The US is not the only country/region living out this dynamic, 

as shown in the chart below.

Aside from government bond markets, corporate credit spreads remain 

tight, reflecting strong fundamental credit quality. These low starting 

spreads offer only muted upside for corporate bonds, but the strong 

credit quality does allow these bonds to be held for their coupons and 

overall yield.

Overall, we recommend a small underweight to fixed income, including 

a small underweight to duration. This stance could change if the yield 

curve continues to steepen back toward its traditional shape with 

longer maturity bonds again offering a reasonable term premium of 

additional yield compensation in consideration for investing in longer-

term bonds.

Outlook
We are pleased to have generally outperformed client benchmarks in 

2024 by capturing the upside momentum of the stock market, with 

additional emphasis on growth stocks. However, from these current 

valuations, the outlook for upside is more limited and therefore we 

prefer to move back closer to neutral risk exposures. The economy 

is doing well—though perhaps “too well” which could require higher 

rates, or at least fewer cuts, to keep inflation in check. Similarly, 

the policies of the incoming administration should be business 

and investor friendly—though perhaps “too friendly” if they are not 

prudently financed and managed. Directionally, we recommend a 

modest overweight to stocks and non-traditional assets (commodities) 

in conjunction with a small underweight to fixed income and interest 

rate duration. Our team has been rebalancing portfolios to reflect this 

positioning (with careful tax-management in taxable accounts).  

Team Update
Organizationally, we are already in active discussion and coordination 

with our Rockland Trust colleagues to prepare for a smooth merger 

transition later in 2025. We look forward to our team providing the 

same great service and insight as always, yet with an even deeper set 

of resources coming online from Rockland Trust. 

Sincerely,

David Lynch, CFA 

Managing Director 

Chief Investment Officer 

Enterprise Wealth Management

Continued from cover

Source: JP Morgan Asset Management, 1/6/2025

Source: Northern Trust Asset Management, 4Q 2024
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RIDING THE MOMENTUM
Supportive macro fundamentals.

From an economic lens, the fourth quarter held some key similarities 

to the rest of 2024. The U.S. continued to grow at a solid pace that beat 

expectations, activity in Europe remained weak with dispersion across 

countries, and China’s challenges persisted. Meanwhile, most major 

central banks continued cutting policy rates. 

Despite the aspects of resemblance to recent quarters, there were also 

some notable shifts with lasting implications. After an eventful race, 

Donald Trump was elected the 47th president of the U.S. The change in 

government is in store for early 2025, but markets have already started 

to discount the implications. During the quarter, investors started to 

more seriously consider inflation risks from potential policies of the 

incoming administration.

Amid these risks, a resilient economy and slower progress in inflation 

data, the Federal Reserve signaled a more cautious approach to rate 

cuts moving forward. The December dot plot estimated just two rate 

cuts in 2025 versus four previously. In regions where the balance of 

economic risks appears more skewed to the downside, such as Europe 

and China, there is still a fair degree of expected policy loosening. 

Hamstrung by low economic growth and political challenges in 

France and Germany, the European Central Bank is expected to deliver 

roughly five more rate cuts in 2025. In China, the Politburo issued 

additional changes to its policy language and signaled more stimulus 

is on tap in the year ahead.   

Weaker quarter outside of U.S. equities. 

Fourth quarter asset class returns were mostly negative though this 

was overshadowed to a degree by ongoing optimism around U.S. 

equities. Interest rates moved up across the curve most notably in the 

leadup to the U.S. election and after the December Fed meeting. This 

left broader fixed income indexes in negative territory for the quarter. 

High yield fixed income benefited from a constructive credit backdrop 

– leaving it slightly higher overall in 4Q. U.S. equities drifted slightly 

upwards in October before reacting favorably to the cleaner-than-

expected GOP sweep U.S. election outcome. Areas like small cap 

equities, cyclical sectors and regional banks saw the strongest 

reaction. However, equities began to fade in December with a step 

lower following the December Fed meeting.

The Magnificent Seven group held up well while many other parts of 

the market faded in a weak finish to a strong year for U.S. equities. 

The Magnificent Seven accounted for more than all of the S&P 500’s 

4Q gain and over half of the index’s 25% gain in 2024. Outside the 

U.S., equities struggled with headwinds from a less-robust economic 

backdrop, some political uncertainty and additional policy risk (e.g., 

tariffs) from the U.S. election outcome – on top of drag from dollar 

strength. Both emerging markets and non-U.S. developed market 

equities trailed the U.S. by around 10% in 4Q. Real assets also lagged 

with more weakness in natural resources and global real estate while 

global listed infrastructure fared better given its favorable exposure 

towards increased power demand.

FOURTH QUARTER 2024 TOTAL RETURNS (%)  
U.S. equities capped off a strong year of performance, especially relative to most other major asset classes.

Source: Northern Trust Asset Management, Bloomberg. NR: Natural Resources; GRE: Global Real Estate; GLI: Global Listed Infrastructure. Indexes are gross of fees. Past 
performance is not indicative or a guarantee of future results. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible 
to invest directly in any index. 
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Key Developments
U.S. Resilience on Repeat 
U.S. economic resilience continued in 4Q, bolstered by a solid consumer 

and labor market backdrop. Investor concerns tilted more towards 

upside inflation risk versus downside growth risk. Europe’s growth 

outlook was more muted with drag from weaker conditions and political 

uncertainty in core economies (e.g., Germany, France) outweighing 

more robust activity in peripheral countries. China’s economic 

environment showed some signs of improvement while policymakers 

indicated more monetary and fiscal policy support in December.  

Monetary Easing Continues 
Rate cuts from major developed market central banks continued in 

4Q. The policy paths have not been uniform with the Fed looking to 

slow the pace of cuts, the Bank of England pursuing a more gradual 

pace of cuts and the European Central Bank considering accelerated 

easing. This reflects how policymakers are choosing to balance 

considerations around some degree of slowing growth and still-elevated 

inflation. Overall, central banks cut noticeably less than investors were 

anticipating heading into 2024.

U.S. Election Caps a Busy Year of Voting 
Wrapping up a tough year at the polls for incumbent parties, the U.S. 

election results were clearer than many expected with a GOP sweep 

outcome. Cyclical areas of the market (e.g., small caps, regional banks) 

performed well initially post-election. Relative to 2016, the financial 

market reaction was directionally similar but of a lower magnitude 

and less sustained across the rest of the year. This reflects a number of 

factors with a key one being how the U.S. growth and inflation mix is 

quite different from 2016.

Ongoing Optimism on U.S. Equities 
4Q intensified divergence in regional returns observed earlier in 2024. 

U.S. equities outpaced their non-U.S. peers by double digits in 4Q, 

leaving them with a ~20% advantage in 2024 in dollar terms. This was 

aided by a combination of more favorable economic and corporate 

fundamentals, continued strength in megacap tech and dollar strength 

as well as less risk from the U.S. election outcome. 2024’s U.S. equities 

return marks the fifth out of the past six years of both strong double-

digit gains and outperformance versus the major non-U.S. regions.

 Source: Northern Trust Asset Managemen t, Bloomberg, S&P Global. Data as of 12/31/2024. Note: sectors shown are S&P 500 sectors in third chart; fourth chart: indexes 
shown are MSCI indexes for each region. Past performance is not indicative or a guarantee of future results. Index performance returns do not reflect any management fees, 
transaction costs or expenses. It is not possible to invest directly in any index. 
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Market Review
Interest Rates 
The Treasury curve regained a more normal upward-sloping shape 

as most interest rates notably increased during the quarter. The Fed 

lowered its policy rate by 50 bps total, but it also signaled a more cautious 

approach to future rate cuts and raised its estimate of the long-run 

neutral rate. Rising bond yields coincided with a mix of healthy economic 

growth, slightly firmer inflation prints and higher risk premiums that 

materialized around the outcome of the U.S. Presidential election. The 

10-year yield is now about 40 bps below last year’s high of 5%.

Credit Markets 
Investment grade spreads tightened 7 bps to 0.77%, which marks one of 

the lowest end-of-quarter levels in decades. High yield spreads tightened 

8 bps to 2.87%, which is also very tight by historical standards. The 

December Fed meeting led to some volatility, however, overall, credit 

markets remained consistent with a sound financial market backdrop. In 

terms of returns, investment grade fixed income lost 3.1% versus a 0.2% 

gain for high yield as the increase in interest rates weighed on higher 

duration asset classes. 

Equities 
U.S. equities exhibited strong regional leadership with a 2.6% gain versus 

a 7.4% loss for developed ex-U.S. equities and 7.7% loss for emerging 

markets. Economic and corporate earnings growth underpinned another 

solid quarter for the U.S. that was threatened at times by rising bond 

yields and episodes of sharp volatility. The tech rally persisted alongside 

strong performance for higher-beta cyclical stocks versus defensives. 

The non-U.S. regions struggled with headwinds from a strong U.S. dollar 

and shaky economic momentum.

Real Assets 
It was a weak quarter for real assets with listed infrastructure (-2.5%), real 

estate (-9.1%) and natural resources (-11.8%) all lagging global equities 

(-0.9%). Despite the pickup in bond yields, listed infrastructure showed 

some resilience as energy infrastructure performed well in response to 

potential policies of the incoming Trump Administration. Real estate 

traded lower with higher interest rates. Natural resources saw broad-

based weakness at the sector level given a tepid global growth backdrop 

and ongoing struggles in China.

Source: Bloomberg. Returns in U.S. dolla rs. Indexes are gross of fees. Past performance is not indicative or a guarantee of future results. Index performance returns do not 
reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 
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Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate (Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP Morgan GBI-EM 
Global Diversified (Em. Markets Fixed Income); MSCI U.S. Equities IMI (U.S. Equities); MSCI World ex-U.S. IMI (Dev. ex-U.S. Equities); MSCI Emerging Market Equities IMI (Em. Markets 
Equities); S&P Global Natural Resources (Natural Resources); MSCI ACWI IMI Core Real Estate (Global Real Estate); S&P Global Infrastructure (Global Listed Infrastructure). 

IMPORTANT INFORMATION. For Asia-Pacific and Europe markets, this information is directed to institutional, professional and wholesale clients or investors only and should not 
be relied upon by retail clients or investors. The information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary to 
local law or regulation. Northern Trust and its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than described 
in this information. This information is obtained from sources believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not constitute a 
recommendation of any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each investor. Opinions and forecasts 
discussed are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change without notice. 

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation with respect to any 
transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information as a substitute for obtaining specific legal or tax 
advice from their own professional legal or tax advisors.  

Past performance is no guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance returns contained herein are subject to 
revision by Northern Trust. Comparative indices shown are provided as an indication of the performance of a particular segment of the capital markets and/or alternative strategies in 
general. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. For additional information on 
fees, please refer to Part 2a of the Form ADV or consult a Northern Trust representative. 

Market Events

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund Managers (Ireland) Limited, 
Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, LLC, Northern Trust Asset Management Australia Pty Ltd, and investment 
personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. 

© 2025 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A. 

Portions of this letter are used with the permission of Northern Trust.
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The information provided is general in nature and is not intended to be, and should not be construed as, investment, legal or tax advice. Enterprise Wealth 
Management makes no warranties with regard to the information or results obtained by its use and disclaims any liability arising out of your use of, or reliance 
on, the information. The information is subject to change and, although based upon information that Enterprise Wealth Management considers reliable, is not 
guaranteed as to accuracy or completeness. Enterprise Wealth Management expresses its appreciation to Northern Trust for providing the information contained in 
this newsletter.

Investment products are not a Deposit, not guaranteed by Enterprise Bank, not FDIC Insured, not Insured by any government agency, and may lose value.

At Enterprise Wealth Management, our mission is to help clients achieve their financial goals by providing professional investment management, 
extensive resources, and independent, objective advice that you can trust. Enterprise Wealth Management was established in 1992.

Our clients are successful executives, professionals, entrepreneurs, non-profit organizations, private foundations, and retirees who desire a 
financial partnership that can provide access to investment opportunities and alternative strategies.

222 Merrimack Street  |  Lowell, MA 01852  |  877-325-3778  |  EnterpriseWealth.com


