Prarack PrivaTe

The Weekly

Economic & Market Recap

May 16, 2025

This week, financial markets reacted to a range of important news, including developments in international trade and key economic data releases. The United States and China reached a significant interim trade agreement, leading to lower import
taxes on goods exchanged between the two countries. This agreement involves the cancellation and suspension of specific tariffs for a 90-day period. As a result, U.S. tariffs on Chinese goods are slated to fall from 145% to 30%, and Chinese tariffs on
U.S. goods will decrease from 125% to 10%. Additionally, China has eliminated other non-tariff countermeasures, such as the export restrictions on critical minerals to the U.S. On the economic front, the Consumer Price Index (CPI) increased by 0.2%
in April, bringing the annual inflation rate to 2.3%, the lowest since February 2021. Notably, egg prices decreased sharply by 12.7%, although they remain approximately 50% higher year-over-year. Consumer spending was restrained, with April’s retail
sales growing by 0.1%, below the consensus estimate of 0.15%. March retail sales, in contrast, were revised upwards from 1.4% to 1.7%, as consumers spent money on big-ticket items to preempt potential price increases due to tariffs. U.S. Treasury
yields fell immediately following these releases but rose across the curve for the week. The 2-year Treasury rate, for instance, climbed 11 basis points to 3.99%. Federal Reserve Chair Jerome Powell cautioned that inflation could become more
unpredictable in the coming years during his speech at the Thomas Laubach Research Conference. Powell emphasized the likelihood of the global economy experiencing more frequent and persistent supply shocks, complicating the central bank’s
dual mandate of price stability and full employment.
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