
 

 

Your Weekly Investment  
Insights 
September 22, 2025 

Peter McGratty | Director 
pmcgratty@ria.plus 
Past performance is not indicative of future returns. 
 

 

Verdence/RIA+ | Fuel your growth. 
 
 

What to Expect Now That the Fed has Cut Rates?     
 

Last week, the Federal Reserve cut 
interest rates by 25 bps to a range of 
4.00% - 4.25%. This was the first 
interest rate cut since December 
2024. The latest downward revisions 
to BLS payroll data and a soft August 
employment report gave the Fed the 
flexibility to cut interest rates despite 
persistent inflation pressures. The 
committee highlighted that, at this 
time, risks to the labor market 
outweigh inflation. During his press 
conference, Fed Chairman Powell 
stated, “… think of this as a risk 
management cut” given that a “very 
different picture” of risks has 
emerged. In this Weekly Insights, we 
aim to provide an overview of how 
interest rate cuts may impact the 
economy and consumers.  

• Credit card rates to be little 
changed: The Federal Reserve’s 
benchmark rate helps set the 
prime rate, which banks use to 
help determine how much to 
charge on credit card loans. After 
the 25 bps cut, the prime rate fell 
to 7.25% (from 7.50%), the lowest 
since November 2022. According 
to Bankrate, the average credit 
card balance is ~$6,500, with an 
average interest rate of 20.12%.1 
Consumers will welcome any relief 

from the high level of interest rates 
on credit cards, but they shouldn’t 
count on much help. In fact, it is 
estimated that if credit card rates 
fall by 25 bps, a cardholder 
carrying the average balance would 
only see savings of ~$1/month.1  

• Housing market still in limbo: The 
25 bps cut by the Fed was already 
largely priced into 30YR fixed 
mortgage rates. In fact, last week, 
mortgage rates fell to their lowest 
level since October 2024 (6.39%). 
To understand this impact, let’s 
consider a $400K mortgage. At 
6.39%, the monthly mortgage 
payment comes to just under 
$2,500 (interest and principal only). 
In January, mortgage rates were at 
7.09%, and the same $400K 
mortgage would have cost $2,685. 
The savings comes to 
~$200/month. While potential 
homebuyers welcome the cost 
savings, mortgage rates are based 
off of long-term Treasury yields. 
Unfortunately, long term bond 
yields rose after the Fed’s rate cut 
(10 and 30 YR Treasury +10 bps 
from Tuesday to Friday) as 
investors view that inflation is still a 
concern over the long term.     

• Impact on the federal debt: The 
U.S. government has spent ~$1.13 
trillion this year on interest 
payments, at an average rate of 
3.372%.2 This pales in comparison 
to 2021 (before the Fed started 
raising interest rates) when the 
government spent $562 billion on 
interest payments, at an average 
rate of 1.605%. According to the 
U.S. Treasury, the average 
weighted maturity of our Treasury 
debt is ~6 years. Unfortunately, 
yields are rising in this portion of 
the curve which continues to put 
pressure on the Federal budget.   

The Bottom Line: 
Equities continue to rally after the 
Fed cut rates with all four major U.S. 
averages (i.e., S&P 500, Nasdaq, DJ 
Industrial Average, Russell 2000) 
hitting a record high last week. 
Currently, the futures market is 
pricing in two more rate cuts this year 
and two to three in 2026. With 
valuations extended, equities are not 
pricing in the risk that the Fed cannot 
be this flexible. Unfortunately, 
inflation is a problem that cannot be 
ignored forever. This realization could 
lead to a valuation correction.   

Key Takeaways: 
•  Fed cuts interest rates by 25bps, marking first cut since December 2024.  

•  Interest rate cut likely to have little impact on consumers’ credit card rates.  

•  The housing market is still in limbo.  

•  Government interest payments remain a key issue. 

•  We are not as optimistic as market participants on the future of rate cuts.   
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Weekly Economic Recap – 
Fed Delivers Rate Cut Amid Downside Risks to 
Employment 

U.S. retail sales increased for the third 
consecutive month in August. Nine of the 
thirteen categories posted monthly increases, 
led by online retailers and clothing stores, 
likely driven by back-to-school spending.  

Homebuilder sentiment as tracked by the 
NAHB was unchanged in September but 
remains historically weak. The Index was 
weighed down by dismal prospective buyers’ 
traffic and current sales. Expectations for 
sales over the next six months increased to 
the highest level since March on expectations 
of lower mortgage rates.  

Housing starts in the U.S. fell to a three month 
low in August (1.307 million annualized pace). 
Starts of single-family homes decreased 7% to 
the lowest level since July 2024, while multi-
family home construction fell 12%, the lowest 
level since May.   

As expected, the Federal Reserve cut interest 
rates for the first time in almost a year (by 25 
bps to 4.00% - 4.25%). The committee voted 
11-to-1 to cut interest rates, with the only 
dissent coming from newly-appointed 
committee member Stephen Miran, who 
advocated for a 50 bps cut. In the post-
meeting statement, the committee highlighted 
"risks to both sides of their dual mandate and 
judges that downside risks to employment 
have risen." In the committee's Summary of 
Economic Projections, the dot plot suggested 
divergence among committee members 
widened, with nine members anticipating just 
one more 25 bps cut by year-end, while 10 
members expect two more 25bps cuts.  

The Leading Economic Indicators Index fell by 
the most in four months in August (-0.5% 
MoM). The decline was led by weakness in 
consumer sentiment, the labor market and 
building permits.  

 

Weekly Market Recap – 
Global Equities Climb to Record Highs After Fed Rate Cut 

Equities: The MSCI AC World Index was higher for the third straight week as 
the Federal Reserve lowered interest rates for the first time this year. All 
major U.S. averages were higher. Large-cap growth outperformed, 
specifically communications and technology. The small-cap Russell 2000 
was higher for the seventh consecutive week as these companies tend to 
be more interest rate sensitive.    

Fixed Income: The Bloomberg Aggregate Index was lower for the first time 
in five weeks as bond yields rose despite the Fed cutting interest rates. 
Long term bonds led the weakness as long term inflation fears increased. 
High yield and municipal bonds were the only major sectors to rally.  

Commodities/FX: The Bloomberg Commodity Index was lower for the 
second time in three weeks. Energy prices were lower as crude oil and 
natural gas inventories rose last week, calling into question the demand 
outlook. The Bloomberg Soft Commodities sub-index fell by the most 
since February as coffee prices plummeted after Brazil weather forecasts 
see intense rainfall in the region, benefiting the crop.  

  

 Key Takeaways: 
•  Consumer spending strong.  

•  Housing remains challenged. 

•  Fed delivers on highly expected rate cut. 

•  Equities rally to record highs after Fed cuts rates.  

•  Bond yields rise amid concerns of inflation. 

•  Commodities falter on energy inventories.  

 Homebuilder Sentiment Remains Historically Weak 

Footnotes: Data is as of August 2025. 
Data Source: FactSet Research Systems, Verdence Capital Advisors. 
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Dow Jones 
Industrial 
Average 

46,315  1.1% 3.4% 10.3% 12.1% 10.3% 
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MSCI AC 
World 
(USD) 

982  1.0% 3.7% 11.1% 18.6% 18.0% 

S&P 500 6,664  1.2% 4.1% 11.8% 18.1% 14.4% 
MSCI EAFE 

(USD) 
2,754  -0.2% 0.6% 7.5% 15.8% 24.3% 

Russell 
1000 

Growth 
4,718  1.9% 5.9% 15.6% 26.4% 17.2% 

MSCI 
Europe ex 
UK (USD) 

3,071  0.7% 0.3% 6.4% 14.6% 27.3% 

Russell 
1000 Value 

1,997  0.5% 2.4% 7.7% 9.9% 11.1% 
MSCI 
Japan 
(USD) 

4,661  -0.5% 0.7% 11.0% 17.7% 19.9% 

Russell 
2500 

4,238  1.1% 5.5% 13.0% 10.7% 10.3% 
MSCI UK 

(USD) 
1,474  -1.4% 0.2% 6.2% 16.5% 24.7% 

Russell 
2000 

2,449  2.2% 7.7% 16.3% 10.2% 10.9% 
MSCI EM 

(USD) 
1,341  1.2% 5.6% 14.6% 24.4% 27.0% 

Nasdaq 22,631  2.2% 6.3% 16.0% 26.5% 17.8% 
MSCI Asia 
ex Japan 

(USD) 
878  0.8% 5.6% 15.0% 26.7% 26.8% 
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U.S. 
Aggregate 

4.3% -0.2% 1.6% 3.2% 2.6% 6.2% 
Bloomberg 
Commodity 

Index 
257 -0.7% 3.8% -3.1% 9.9% 7.5% 

U.S. 
Govt/Credit 

4.2% -0.2% 1.5% 3.0% 2.4% 6.0% 
Crude Oil 
(USD/bbl) 

$62.2  -1.7% -1.4% 
-

12.7% 
-9.7% -9.5% 

U.S. 10 
Year 

Treasury 
4.1% -0.4% 1.8% 3.3% 1.1% 7.1% Gold ($/oz) $3,685.3  1.2% 10.4% 10.5% 42.0% 41.8% 

U.S. TIPS 
(1-10YR) 

3.9% -0.1% 1.2% 3.0% 5.4% 7.3% Copper $456.9  -0.4% 3.3% -5.9% 6.6% 13.5% 

U.S. High 
Yield 

6.6% 0.3% 1.6% 3.9% 7.6% 7.3% Wheat $522.5  -1.5% -1.9% 
-

14.6% 
-

18.0% 
-

13.6% 

EM Bonds 
(USD) 

6.1% -0.3% 0.9% 4.2% 6.6% 8.2% U.S. Dollar 98 0.1% -0.3% -1.3% -3.3% 
-

10.2% 

Municipal 
Bonds 

3.6% 0.2% 3.0% 3.6% 1.8% 2.9% VIX Index 15.5 4.7% -0.8% 
-

23.3% 
-5.4% 

-
11.0% 

 

 

 

1: https://www.bankrate.com/banking/federal-reserve/money-moves-when-fed-cuts-rates/  
2: https://fiscaldata.treasury.gov/interest-expense-avg-interest-rates/  
 

 
  

Footnotes: Data is as of September 19, 2025. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 
 
 

 Fed Rate Cut Optimism Fuels Broad Rally 

https://www.bankrate.com/banking/federal-reserve/money-moves-when-fed-cuts-rates/
https://fiscaldata.treasury.gov/interest-expense-avg-interest-rates/
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Disclaimer: 
© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC.  Reproduction without permission is not permitted. The indexes presented are 
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from 
the securities in the index.  
 
Verdence relies heavily on unaudited third-party data.   Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other 
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings, 
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as 
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or 
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading.  No implication shall be created that the 
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any 
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement 
of any material or statements made.  Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater.  Where shown, 
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager.  We have no insight into the performance of the 
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate.  Therefore, the performance could be incorrect, overstated 
or not reflective of actual trading of client funds.  There is the potential that the performance shown is a back test and not the result of real investment advice and trading.  As such, it 
could not be relied upon as indicative of future returns of a particular strategy.  Where performance shown is that of a pooled account, limited partnership or private equity fund, you 
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in.  As a result pricing and valuation of the 
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon.   Before 
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client.  You should read, as 
applicable, the Prospectus, SAI, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.  
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to invest in these 
products.    Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its 
respective representatives to provide any advisory services described on the Site. 

 


