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Economic Pulse

Equity markets clawed back some of their recent declines last week. For the week, the S&P 500 Index was +4.6%, the Dow Jones
Industrials +2.5%, and the NASDAQ +6.4%. The S&P 500 Index was led by the Technology, Consumer Discretionary, and Communi-
cation Services sectors, while the Consumer Staples, Real Estate, and Utility lagged. The 10-year U.S. Treasury note yield de-
creased to 4.260% at Friday’s close versus 4.337% the previous week.

This week brings multiple data points to assess the health of the economy. First quarter Gross Domestic Product (GDP) and the
March Personal Consumption Expenditures (PCE) Price Index are both scheduled for release on Wednesday. The April Employ-
ment Report is scheduled for Friday. These reports should provide an early read, or at least a baseline, on any impact of tariffs on
economic growth, inflation, and employment. The outlook for monetary policy has been in flux because of the economic policy
rollout from the new administration. There is no change expected to the current 4.25% to 4.50% Fed funds target range at the
May 7th Federal Open Market Committee (FOMC) meeting, but CME Fed funds futures indicate there could be up to 0.75% in
reductions to the Fed funds rate by December.

First quarter earnings season continues this week with 180 companies in the S&P 500 Index scheduled to report earnings results.
First quarter 2025 earnings growth is currently forecast at 10.1% year-over-year with 4.6% revenue growth. Full-year 2025 earn-
ings are expected to grow by 9.7% with revenue growth of 5.0%.

In our Dissecting Headlines section, we look at expectations for the upcoming economic data.

Financial Market Update

Weeky Return  ¥TD Return Weeky Return  ¥TD Return
S&P 500 Index 4 6% -5.7% Aggregate Bond Index 0.6% 2.5%
Dow Jones Industrial Average 2.5% -5.2% 1.3, Dollar Index 0.1% 4.3%
MASDAC 100 6.4% -7.3% WTI Crude Qil -2 6% -12.1%
Russell 2000 (Small Cap Index) 4.1% -11.9% Gold -0.4% 26.3%
International Stocks (MSCI ex-US) 3.0% 7.5% Real Estate (U3 REIT Index) 0.7% -3.0%

Sources: S&F Global, FactSet

Dissecting Headlines: Economic Pulse

The uncertainty hanging over the investment markets for the past few months has been a concern over how tariff and other
fiscal policy initiatives from the Trump administration would impact economic growth, inflation, and employment. This week
brings data on all three.

For economic growth the first quarter GDP is currently expected to show 2.3% growth year-over-year. Tariffs should not have
had much specific impact on economic growth as much of the change in tariff rates did not occur until later in the quarter or into
the start of the second quarter, but it may have impacted some behavior in advance of tariffs going into effect. The report
should provide a good baseline for economic impact over the balance of the year.

For inflation, the March Personal Consumption Expenditures (PCE) Price Index is expected at +2.2% year-over-year and core PCE,
which excludes the impact of food and energy prices, is expected at +2.6%. The PCE is the Fed’s preferred measure of inflation,
so this report will help shape the monetary policy discussion at the May FOMC meeting.

For employment, the April Employment Situation Report is expected to show 130,000 growth in non-farm payrolls, down from
228,000 in March, and the unemployment rate is expected to remain steady at 4.2%. At the March FOMC meeting, the com-
mittee members projected 2025 unemployment at 4.4%, so there is room for some weakening in the labor market under the
Fed’s current forecast.

Several Federal Reserve officials have said that data on the economic impact of tariffs is important to properly make decisions on
monetary policy. This week should be a good start to several months of data to consider.
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