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Breaking News: Tariffs 
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Our task: separate signal from noise 

Signal Noise 
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Executive summary

• The underlying strength of the economy had until recently been rock solid; rising incomes, 

increasing investment and productivity were acting as key drivers

• However, risks of stagnation or worse—stagflation—have become heightened due to 

policy uncertainties: government spending, tariffs and federal worker layoffs

• Uncertainties have caused financial conditions to deteriorate in March and April, 

potentially affecting spending and overall sentiment 

• Therefore, we have upgraded the 12-month recession probability base case to 55% from 
20% and downgraded the US growth rate in the first quarter to a contraction of -0.8% from 

1.5%, with a steeper hit of -1.5% in Q2.   

• The Fed’s wait-and-see mode with rates will continue to keep borrowing costs restrictive, 

with all options on the table, including a rate hike if inflation reaccelerates significantly 
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Outlook scenarios for 2025
The U.S. economy is undergoing structural change, with faster growth, low unemployment, higher inflation, and rising 

interest rates driven by fiscal expansion, productivity gains, and foreign capital.
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Geopolitical 
tensions 

causing oil 
prices to 

move much 
higher

Maturity wall 
of debt in the 

corporate 
sector and 
commercial 
real estate

Small and 

regional banks 

with 

nonperforming 

debt

Higher tariffs 

and potential 

trade wars

Inflation 

rebounds 

faster than 

expected, 

keeping Fed 

hawkish

Scenario 

probability

GDP 

growth

Unemployment 

rate

PCE 

inflation

Fed Funds 

rate (upper)
10-year yield

Baseline 

(55%)
2.1% 4.1% 2.5% 4.25% 4.5%

Alternative 

(25%)

3% or 

higher
3.5% to 4% 3% to 3.5% 4.5% 5% or higher

Recession 

(20%)

Below 1% 

or negative
5% or higher

High if 

stagflation; 

low, 

otherwise

High if 

stagflation; 

near zero, 

otherwise

High if 

stagflation; 

low, 

otherwise
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Three outlooks: Scenario one
Policy uncertainty changes the outlook
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Three outlooks: Scenario two
Policy uncertainty changes the outlook
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Three outlooks: Scenario three
Policy uncertainty changes the outlook
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Risk of stagnation, stagflation and slower growth
As economic growth slows and service sector inflation remains elevated, conditions are coalescing around risks to the 

economic outlook of stagnation at best and stagflation at worst.
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Economic Trade Policy Uncertainty Index (Baker, Davis & Bloom)
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Financial conditions have turned restrictive…
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…which has negative implications for the willingness to borrow and 

lend and therefore economic growth.
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Employment 

outlook
Tight Labor Market: Unemployment rose to 4.1%, but full 

employment persists. Wages 4.1% year-over-year

US added 151,000 jobs in February, true trend near 175,000

Government Hiring Slowdown: Federal job cuts and reduced 

state/local hiring signal budget control efforts

Policy & Inflation: Strong labor demand and rising wages 

challenge expected Fed rate cuts as inflation concerns grow
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Labor market remains strong despite policy shift
The U.S. added 151,000 jobs in February, with the true trend near 175,000
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Inflation outlook
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Services & Housing Inflation: Services inflation remains high 

at 4.1%, with housing costs up 3.9% annually; limits Fed’s 

flexibility on rate cuts

Inflation Cooling: CPI rose 0.2% in February, 2.8% annual 

increase

Tariff Impact: Used car prices signal rising costs ahead of 

25% steel and aluminum tariffs, threatening positive goods 

disinflation

Future Inflation Pressure: Trade taxes on imports (40%-45% 

used in U.S. production) will push prices higher, ending a 

multiyear disinflation trend

Inflation expectations have moved up quite noticeably, 

adding more pressure on the Fed to keep pausing interest 

rate as stagflation risks mount
05
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The risk of an inventory correction is rising
Producers and wholesalers have prepared for higher tariffs by buying goods in advance, which is creating the 

conditions for a modest inventory correction should demand slow.
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Rising short-term inflation expectations
Rising prices in services, housing and groceries—those egg prices are clearly playing a part in souring public inflation 

expectations—all matter in whether inflation expectations serve as a transmission mechanism for tariffs to turn into 

inflation.

RSM | 19



RSM | 20

Spending falls for the first time since early 2023
Due to spending hangover after strong November and December
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Income growth stays strong
Household income rose 0.9% in January, driven by Social Security (+2.8%), transfer payments (+1.8%), 

and dividends (+1.7%).
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Housing market 

outlook

Elevated mortgage rates and severe weather contributed to the decline, 

suggesting it was more than just a pullback from December’s surge. 

However, building permits rose 0.1%, indicating resilience.

Housing starts dropped 9.8% in January after a December spike, 

with declines in both single-family and multifamily homes. 

December’s figure was revised up to 16.1%.

The slowdown in new starts allowed builders to complete more projects, with 

completions rising 7.6% to 1.65 million annualized. However, new housing 
supply remains below the 1.7 million needed annually to balance demand.

Housing supply shortages will persist due to limited policy focus, inflation 

concerns, and rising costs from tariffs and tighter immigration policies. 

Elevated mortgage rates will continue to challenge affordability.
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Housing starts dropped 9.8% in January after a December spike
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Existing sales remain near bottom while new home sales pick up
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Positive risks to the outlook
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Falling oil 

prices, 
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inflation

Ukraine war 

ends, easing 

geopolitical 

tension
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stimulus 

through tax 

cuts and less 

regulations

Productivity 
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further, lifting 

growth and 

damping 

inflation
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Negative risks to the outlook
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Cyber Security Trends
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Cybersecurity Trends 
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Cybersecurity Trends 

29
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Cost of Cybersecurity Incidents
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1.Nonprofit organization’s ranked 8th and 

Educational institutions ranked 10th in total 
claims by sector

2.There is a large proportion of NGOs included 
in Nonprofit claims, which often are the focus on 

nation-state threat actors

Avg Cost per Incident: 

$117k

Source: 

NETDILIGENCE® CYBER CLAIMS STUDY

2024 REPORT
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Cybersecurity Trends in 2025
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• Cloud adoption changes 

area to protect

• Assume that no user or 

device is trusted

• Continually verify

• Establish incident 

response, disaster 
recovery, and business 

continuity plans

• And test them!!

• Take advantage of tech 

advances to protect your 
environment (AI)

• Difficult to source and 

keep cybersecurity 
professionals

Zero Trust 

Security Model
Cyber Resiliency

Outsourcing 

Security Services



Nonprofit Updates and Trends
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Breaking News: Pause on federal grants
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New Administration Update 
National Council of Nonprofits – Executive Orders Affecting Charitable 

Nonprofits Chart of Executive Orders

https://www.councilofnonprofits.org/files/media/documents/2025/chart-executive-orders.pdf
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Current nonprofit trends

1. Public policy changes

2. Emerging philanthropy opportunities
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Public policy changes

1. Trade policy, including tariffs  

2. Immigration policy 

3. Tax policy 

4. Regulatory changes 
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Emerging philanthropy opportunities

Donor-advised funds Th  “g     w    h     sf  ”
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Wealth transfers through 2045
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Source: Cerulli Associates
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Report: 2024 DAF Fundraising Report

Key Findings:

1. DAFs are incredibly valuable for nonprofits

2. DAFs are the fastest-growing vehicle in 

philanthropy.

3. DAF donors are bucking the trend of declining 

donor participation.

4. DAF donors are “hiding” in donor files.

5. DAF donors are loyal supporters.
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Source: K2D Strategies, Chariot



Questions?
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