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U.S. Equity Sector Allocations
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WESTEND ETF STRATEGIES
Current large-cap U.S. equity sector allocation and avoidance* 

Sector 
Allocations  

Sector 
Avoidance

• Financials
• Health Care
• Consumer Staples
• Communication Services
• Consumer Discretionary
• Information Technology

• Energy
• Industrials
• Materials
• Real Estate
• Utilities

* For illustrative purposes only.  Allocation information as of May 13, 2025.   Source: WestEnd Advisors.
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International Equity and Fixed Income Allocations
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WESTEND GLOBAL ETF STRATEGIES
Current regional equity allocation positioning in global portfolios* 

* For illustrative purposes only.  Allocation information as of May 13, 2025.   Source: WestEnd Advisors.

WESTEND BALANCED ETF STRATEGIES
Current fixed income and asset class positioning in balanced portfolios* 

Regional Equity Overweights  Regional Equity Underweights
• U.S.A.
• Japan/Developed Asia

• Europe
• Emerging Markets

Fixed Income Overweights Fixed Income Underweights
• Short-term Corporate Credit
• Longer-Term Treasury Securities

• Short-term Treasury Securities
• Long-term Corporate Credit
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DRAG FROM TRADE EXAGGERATES SLOWDOWN IN Q1

Source: WestEnd Advisors
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Slowdown Apparent but Sources of Growth Remain

Late-cycle slowdown: 
Continued late-cycle conditions in the U.S. economy inform our outlook for slower-but-positive growth in 2025, even 
without tariffs, but tariff front-running via imports distorted the magnitude of the reported Q1 GDP slowdown, in our view.

Final sales to domestic purchasers – which exclude trade and inventories – fared better, with growth that was in-line with 
historical averages, though here, too, some demand likely came ahead of potential tariffs (e.g., auto purchases).

Looking beyond the noisy Q1 GDP report, growth for the U.S. economy outside of trade and inventories may show 
further signs of slowing given elevated tariff uncertainty in the 1H – however, the most extreme tariff policies now 
appear unlikely given average tariff rates have improved with ongoing negotiations

Portfolio Impact: Ongoing late-cycle risks in the 
U.S. warrant an avoidance of highly cyclical 
sectors, in our view.  At the same time, steady 
consumer spending and productivity gains, along 
with the absence of extreme excesses, could 
enable the cycle to tread along.  In our portfolios, 
we have balanced exposures between traditionally 
defensive sectors, like Health Care, and sectors 
that can benefit from a continuation of the cycle, 
such as Financials and Information Technology. 

Source: Bloomberg, WestEnd Advisors.
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Mixed Data Reflects Economic Uncertainty

Portfolio Impact: Mixed data has raised questions about the 
U.S. economy’s trajectory as Trump administration policies are 
implemented.  We see little evidence of robust, early-cycle 
growth dynamics, which warrants an avoidance of highly 
cyclical areas of the market while we continue to emphasize 
sectors with more moderate economic sensitivity and durable 
fundamentals in the slowdown phase of an economic cycle.

Slowing investment: Regional Fed manufacturing surveys 
point to declines in CapEx plans and rising pessimism given 
ongoing trade policy uncertainty (top chart). 

Trade impacts yet to hit: Despite souring sentiment, our 
measure of high frequency data (bottom chart) shows real 
economic activity has yet to experience material negative 
impacts—partly due to trade lead-times, in our view.  

Path to extended cycle: Given late-cycle conditions, more 
productivity and renewed credit growth will be needed over 
time to extend the current economic cycle, in our view

Tariff headwind: Meanwhile, we believe that an average 
effective tariff rate that is higher than before Trump took 
office raises the risk of a sharper economic slowdown. 

Source: WestEnd Advisors, Bloomberg. *
Composite of the 6-months ahead capex expectations from regional Fed manufacturing surveys.
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Start of US-China Trade War Goods Less Food & Energy Tariffed Goods

TARIFFS A RISK TO PRICES ON AFFECTED GOODS

Tariffed goods includes motor vehicles & parts, furniture, carpets & other floor coverings, 
major household appliances, sports & recreational vehicles, and household supplies.
Source: WestEnd Advisors, BEA. 

Tariffed goods include Motor Vehicles & Parts, Furniture, Carpets & Other Floor Coverings, 
Major Household Appliances, Sports & Recreation Vehicles, and Household Supplies.
Source: BEA, WestEnd Advisors

Tariffs to Lift Goods Prices, 
But Services Disinflation Provides Offset

Portfolio Impact: The base case for our inflation outlook 
continues to contemplate a path lower. Still, we don’t expect 
core CPI inflation to reach the Fed’s 2% target by year end, 
as upside risks to inflation may be more prevalent than a 
year ago.  We are maintaining a significant allocation to the 
long end of the Treasury yield curve, while also avoiding 
long-duration corporate bonds due to risks from a potential 
widening of credit spreads. 

westendadvisors.com  |  info@westendadvisors.com  |  888.500.9025

Tariffs matter for prices: During the 2018-2019 trade 
war, a limited basket of impacted goods saw higher 
prices following the imposition of tariffs, though core 
goods prices overall remained on their prior trend lower. 

Larger risk this time: In 2025, the weighted average 
tariff rate will likely see a larger increase compared to 
2018, presenting an upside risk to prices, in our view. 

Expectation risk: Consumers also increasingly expect 
higher inflation, which the Fed considers in their outlook. 

Core stability: Core inflation progress has begun to 
flatten, but we are encouraged that leading measures of 
residential rent prices, the largest driver of core inflation, 
indicate that shelter inflation has not re-accelerated. 
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Non-CPI measures shifted forward 12 mos./show estimates through end of 2024.  
                 Source: Zillow, Federal Reserve Bank of Cleveland, Bloomberg, WestEnd Advisors
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Sector and Market Leadership is Broadening Out

Tech and Comms dominated: The S&P 500’s return of ~58% in 2023-2024 was led by the Information Technology 
and Communication Services sectors, largely due to the proliferation of A.I. and elevated earnings growth expectations.  

Waning “Mag 7” momentum: The ‘Magnificent 7’ stocks have collectively demonstrated healthy fundamentals, 
supporting significant relative outperformance until recently; however, momentum in fundamentals has been waning and 
earnings are expected to decelerate over the next few years to below-market levels. 

Opportunity in broader leadership: The narrowness of sector leadership over the past few years was unusual relative 
to history (see chart), and we see potential for sector-focused investors to benefit as returns continue to broaden out. 

westendadvisors.com  |  info@westendadvisors.com  |  888.500.9025

Portfolio Impact: U.S. sector leadership is 
broadening out following a period of unusual 
narrowness in which a substantial overweight of 
mid-phase sectors would have been required to 
outperform the S&P 500.  Looking ahead, our 
current exposure leaves us well-positioned for a 
more normalized market environment, in our view.
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Mid-Phase Sectors Provide 
Stable Economic Sensitivity
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Software tailwind: 
Secular tailwinds persist for Information Technology, and we 
believe that Software investment can continue as companies 
pursue greater efficiency during this late-cycle environment.  

Within the broader economy, Software investment growth has 
remained healthy, which we view as supportive of top-line 
growth for the sector moving forward.

Standout earnings growth: 
Information Technology and Communication Services are 
expected to generate some of the strongest earnings growth 
in 2025.  

2025 EPS estimates have been revised lower for most 
sectors, yet Communication Services has actually seen 2025 
EPS estimates revised higher throughout this year.

Portfolio Impact: Sectors like Information Technology and 
Communication Services have become more attractive, in our 
view, as they are poised to generate durable earnings growth 
during a period of likely slower growth and economic 
uncertainty.  More cyclical sectors, such as Energy and 
Materials, could face greater fundamental headwinds going 
forward, in our view.

Source: FactSet, WestEnd Advisors. Data as of 4/30/2025.
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International Economic & 
Market Backdrop
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Source: WestEnd Advisors
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U.S. Growth Still Outpacing Rest-of-World

Relative economic strength a U.S. tailwind:
Growth in the U.S. is expected to remain strong 
compared to other major developed economies (top 
chart). 

Historically, when economic growth in the U.S. 
outpaces that of other regions, relative performance 
tends to be favorable for domestic equities.

Equity and dollar valuations are longer-term risk:
Over the longer-run, prospects for significant U.S. 
outperformance appear more mixed:

Valuations for U.S. equities are now ~45% 
higher than those abroad.

Real trade-weighted USD index is ~20% 
above its long-term average (bottom chart).

Portfolio Impact: Economic growth in the U.S. has 
continued to outpace the rest of the world and remains 
on a slowing-but-healthy trajectory, in our view.  In global 
portfolios, we have maintained our overweight to the U.S., 
where we see attractive sector opportunities that could 
prove resilient in the face of slowing global growth. 

Source: Bloomberg, WestEnd Advisors

Source: Bloomberg, WestEnd Advisors
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Fixed Income / Rates
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Portfolio Impact: With the Federal Reserve 
on a path toward policy recalibration, we 
believe the yield curve re-steepening process 
can continue.  Substantial changes to trade 
policy under the new administration could 
limit disinflation and downside to longer-term 
interest rates.  We expect fixed income 
returns in 2025 to be driven primarily by 
healthy coupon yields, absent a sharper 
economic slowdown. 

Steepening yield curve: The yield curve remains inverted at the short-end, signaling late-cycle conditions, yet we 
expect the yield curve to continue steepening in 2025. 

Attractive risk-adjusted returns: Interest rates across most of the yield curve have fallen YTD tied to concerns of a 
potential economic slowdown in the U.S., resulting in attractive risk-adjusted returns for bonds relative to stocks.

Treasury bond pricing: Looking ahead, the 10-year yield is roughly in line with fair value, according to WestEnd’s 
internal estimate based on long-run real GDP growth and CPI, and consensus economic forecasts suggests that fair 
value for the 10-year yield could remain between 4% and 5% in 2025, absent a sharp deterioration in economic growth. 

Yield Curve Steepening Has More Room to Run in ‘25
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rather than cycle restart
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Footnotes & Disclosures

WestEnd Advisors, LLC (“WestEnd”), an SEC-registered investment adviser, operates as an autonomous Victory Capital® Investment Franchise.  WestEnd’s 
active principals are responsible for managing the firm and its day-to-day operations.  Registration of an investment adviser does not imply any level of skill or 
training.  WestEnd manages equity securities for individual, institutional and wrap clients.

This report should not be relied upon as investment advice or recommendations, and is not intended to predict the performance of any investment. Past 
performance is not indicative of future results. It should not be assumed that recommendations made in the future will be profitable. The information 
contained herein is not intended to be an offer to provide investment advisory services. Such an offer may only be made if accompanied by WestEnd 
Advisors’ SEC Form ADV Part 2.  These opinions may change at anytime without prior notice.  All investments carry a certain degree of risk including the 
possible loss of principal, and an investment should be made with an understanding of the risks involved with owning a particular security or asset class. The 
information has been gathered from sources believed to be reliable, however data is not guaranteed. 

The Standard and Poor’s 500 Stock Index includes 500 stocks and is a common measure of the performance of the overall U.S. stock market.  The MSCI 
ACWI consists of 47 country indexes comprising 23 developed and 24 emerging market country indexes.  The total return of the MSCI ACWI (Net) Index is 
calculated using net dividends.  Net total return reflects the reinvestment of dividends after the deduction of withholding taxes, using (for international 
indices) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties. The Bloomberg Barclays US Aggregate 
Treasury Index measures US dollar-denominated, fixed-rate, nominal debt issued by the US Treasury. The Bloomberg Barclays US Aggregate Corporate 
Bond Index measures the investment grade, fixed-rate, taxable corporate bond market.  An index is unmanaged and is not available for direct investment. 

Any portfolio characteristics, including position sizes and sector allocations, among others, are generally averages and are for illustrative purposes only and do 
not reflect the investments of an actual portfolio unless otherwise noted. The investment guidelines of an actual portfolio may permit or restrict investments 
that are materially different in size, nature, and risk from those shown. The investment processes, research processes, or risk processes shown herein are for 
informational purposes to demonstrate an overview of the process. Such processes may differ by product, client mandate, or market conditions. Portfolios 
that are concentrated in a specific sector or industry may be subject to a higher degree of market risk than a portfolio whose investments are more 
diversified.

Holdings, Sector Weightings, and Portfolio Characteristics were current as of the date specified in this presentation. The listing of particular securities should 
not be considered a recommendation to purchase or sell these securities. While these securities were among WestEnd Advisors’ strategies’ holdings at the 
time this material was assembled, holdings will change over time. There can be no assurance that the securities remain in the portfolio or that other securities 
have not been purchased. It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the securities 
presently in the portfolio. Individual clients’ portfolios may vary.  Upon request, WestEnd Advisors will provide a list of all recommendations for the prior year.
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