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Market analysis | May 12, 2025  

At a glance 

Stocks were mixed last week, with tariff uncertainty and concerns of looming 
economic slowing weighing on investor sentiment. The Federal Reserve remains on 
hold, evaluating incoming inflation and employment data. 

 

 

China’s official trade figures for April noted 

exports to the U.S. fell 21% from prior year levels. 

Chinese exports still rose, with more goods sent 

to the rest of the world. High frequency data 

monitoring U.S. rail and truck shipping activity 

suggest tariffs have yet to dent the supply of 

goods within the U.S. However, the falling 

number of container ships headed to the U.S. 

from China and activity at the Port of Los Angeles 

suggest an impact may emerge in coming weeks. 

U.S. and China representatives are beginning 

trade talks in Switzerland.  

Robert Haworth, CFA, Senior Vice 
President, Senior Investment Strategy 
Director, U.S. Bank 

Number of the week 

13.6% 
The year-to-date gain in the MSCI 
EAFE Index through May 9. 

 

Term of the week 

MSCI EAFE Index – A market index 
including approximately 1,000 companies 
representing the stock markets of 21 
countries in Europe, Australasia and the 
Far East (EAFE).  
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Global economy 
Quick take: U.S. and China trade activity slowed in April after both countries 
implemented tariff rates of more than 125% on the other. Despite tariffs 
constraining imports from China, economic activity expanded in the U.S. in 
April, according to purchasing manager indexes (PMIs), with ongoing strength 
in consumer spending and resilient service sector activity.  
 The 125% tariffs between the U.S. and China hampered trade activity in 

April. China’s official trade figures for April noted exports to the U.S. fell 
21% from prior year levels. Chinese exports still rose, with more goods 
sent to the rest of the world. High frequency data monitoring U.S. rail and 
truck shipping activity suggest tariffs have yet to dent goods supply within 
the U.S. However, the falling number of container ships headed to the U.S. 
from China and activity at the Port of Los Angeles suggest an impact may 
emerge in coming weeks. U.S. and China representatives are beginning 
trade talks in Switzerland. The U.S. and United Kingdom (U.K.) also 
announced a trade agreement that retains 10% tariffs on imports from the 
U.K., with exemptions on steel and aluminum. 

 Service sector activity and consumer spending remain important 
drivers of economic growth. S&P Global PMIs indicated services activity 
continued to expand in April, though at a more gradual pace than in prior 
months. The S&P composite index was weaker than economists 
forecasted but still reflected expanding economic activity. Timely 
consumer spending data remain healthy, with weekly retail sales growth 
near 7% year-over-year while debit and credit card transactions 
corroborate solid consumer spending growth.  

 Economic data to be released this week may show early signs of tariff 
impacts. Economists expect Tuesday’s Consumer Price Index (CPI) 
release to show 2.4% inflation in April. The recent decrease in oil prices 
can help offset tariff price increases, and economists forecast a 2.8% 
increase in April core CPI, which ignores volatile energy prices. Inflation 
surveys reflect concerns of higher inflation ahead, and the University of 
Michigan Consumer Sentiment Index will update one-year expected 
inflation results, which rose to 6.5% in the last survey. The U.S. Census 
Bureau will also report retail sales data for April on Thursday. 

Equity markets 
Quick take: Stocks were mixed last week as tariff uncertainty and concerns of 
looming economic slowing weighed on investor sentiment and equity prices. 
International and larger U.S. equities are outpacing domestic and smaller 
companies. Earnings reports and guidance from the big box retailers beginning 
this week will undoubtedly impact investor sentiment heading into midyear. 
 International equities remain a bright spot while U.S. small-company 

stocks and technology lag. The popular broad-based global indices were 
mixed last week. As of Friday’s close, for the year, the developed- and 
emerging markets-oriented MSCI EAFE and MSCI Emerging Markets 
Indices are up 13.6% and 6.9%, respectively. This compares to the negative 
returns for the S&P 500 (-3.3%,) technology-oriented-NASDAQ (-7.0%), 
and small cap-oriented Russell 2000 (-8.9%). Ongoing tariff-related 
uncertainty hurt returns of U.S. equities.  

 Lagging performance of the Consumer Discretionary and Information 
Technology sectors stand out. Consumer Discretionary is the worst-
performing sector year-to-date by a wide margin, down 11.5% followed by 
the 8.0% decline of Information Technology. Goods from these two 
sectors are most negatively impacted by tariffs. 

 First quarter earnings results are in line with or above expectations. As 
of Friday’s close, 90% of S&P 500 companies have released results. Sales 
and earnings are up 4.2% and 12.3%, respectively, according to 
Bloomberg. This compares to expectations of 4.2% and 7.0% for sales and 
earnings, respectively, heading into the quarter. Another 2.0% of S&P 500 
companies plan to release results this week. 

 Big box retailer earnings reports will provide insight into spending 
trends on discretionary items. Walmart is scheduled for Thursday, 
followed by Home Depot and Target next week; Costco plans to report on 
May 29. To date, banks and credit card companies report consumer 
spending remains resilient with no widespread areas of deterioration. 
Airlines note domestic travel demand is slowing, while select restaurants, 
such as McDonald’s and Chipotle, reference moderating traffic.  

 Projected consensus analyst earnings for 2025 and 2026 remain stable, 
with downside bias. Consensus projections currently reflect S&P 500 
earnings of approximately $264 and $298 per share for 2025 and 2026, 
respectively, according to Bloomberg, FactSet and S&P Cap IQ, indicating 
year-over-year growth of 8.0% and 13.0%. We expect analysts further 
temper earnings growth projections after the release of second quarter 
results and company guidance beginning in mid-July. 
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Bond markets 
Quick take: Treasury yields rose last week in reaction to the announced trade 
agreement with the U.K. The increase in Treasury yields weighed on bond 
prices across the market, but certain pockets delivered positive returns, 
benefiting from a decline in the investor compensation for bearing credit risk.  
 The Federal Reserve (Fed) kept interest rates steady but expects to 

ease policy later in 2025. The Fed held its target federal funds interest 
rate in a range of 4.25%-4.50% following its regularly scheduled two-day 
meeting, a widely anticipated outcome. The Fed has held rates steady 
since previously cutting rates 1% in 2024. The Fed statement noted that 
risks of higher unemployment and higher inflation have risen since March. 
The Fed has held off cutting so far this year due to resilient economic data, 
the uncertain impact of tariffs and lingering above-target inflation. 
Chairman Jerome Powell said during the press conference the Fed 
remains in a good position to exercise patience before changing policy 
rates, citing a still-solid U.S. economy. Bonds price in investor 
expectations for two to three 0.25% cuts later in 2025. Upcoming inflation 
data, including the CPI to be released on Tuesday, should help inform Fed 
policy as officials balance the Fed’s full employment and price stability 
mandates. 

 The Bank of England (BOE) cut rates by 0.25% last week, citing growth 
risks from United States trade policy. Some members of the BOE’s 
Monetary Policy Committee favored a larger cut while others preferred to 
hold rates steady. The BOE noted it is taking a “careful and gradual 
approach” to monetary policy, and bond yields price in expectations for 
two more cuts this year. 

 Credit conditions continued to stabilize. The yield difference between 
corporate bonds and Treasuries, referred to as spreads, declined after the 
trade announcement with the U.K. Lower yield spreads suggest investors 
are comfortable taking on credit risk for less compensation. The tax-
equivalent yield spread on investment-grade municipal bonds relative to 
Treasuries remains larger than usual. High issuance has been a headwind 
for municipal bonds, with higher yields needed to incentivize enough 
investor demand to meet bond supply. 

Real assets 
Quick take: Publicly traded real estate prices fell slightly last week, weighed 
by rising Treasury yields and a pullback in equity prices. Broad commodity 
exposures had positive returns while global infrastructure prices were close to 
unchanged. 
 Publicly traded real estate investment trust (REIT) prices fell 0.5% last 

week. Rising Treasury yields and wavering investor sentiment were 
headwinds for REIT prices last week. The lack of trade negotiation 
progress weighed on markets early in the week, including REITs, which 
also reacted negatively to rising Treasury yields. Higher Treasury yields 
can draw investor demand away from real estate and toward income 
opportunities in bonds, while also increasing financing costs, a key input 
for real estate investors and companies. Most REIT first quarter earnings 
releases slightly disappointed analysts’ expectations. Single-family housing 
starts and building permits to be released on Friday this week will provide 
additional context on residential real estate conditions. 

 Broad commodity exposures gained 1.2% with a boost from oil and 
precious metal prices. Gold and silver prices rose early last week amid 
uncertainty around trade negotiations and held onto gains for the 
remainder of the week. Many investors view precious metals as safe 
havens in times of economic uncertainty. Oil prices rose last week despite 
the Organization of the Petroleum Exporting Countries (OPEC) increasing 
oil production caps. Rising oil prices may be incorporating investor 
expectations for progress in trade negotiations between the U.S. and 
China that ultimately improves the outlook for global economic growth. 

 Global infrastructure prices rose 0.4% last week. Gains in industrial 
companies offset price declines in energy companies while utilities were 
close to unchanged. Grupo Aeroportuario, which represents 4%-8% in 
some global infrastructure indices, reported a strong increase in airport 
terminal passengers compared to 2024. 
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This information represents the opinion of U.S. Bank. The views are subject to change at any time based on market or other conditions and are current as of the date indicated on the 
materials. This is not intended to be a forecast of future events or guarantee of future results. It is not intended to provide specific advice or to be construed as an offering of securities or 
recommendation to invest. Not for use as a primary basis of investment decisions. Not to be construed to meet the needs of any particular investor. Not a representation or solicitation or an 
offer to sell/buy any security. Investors should consult with their investment professional for advice concerning their particular situation. The factual information provided has been obtained 
from sources believed to be reliable but is not guaranteed as to accuracy or completeness. U.S. Bank is not affiliated or associated with any organizations mentioned. 

Based on our strategic approach to creating diversified portfolios, guidelines are in place concerning the construction of portfolios and how investments should be allocated to specific asset 
classes based on client goals, objectives and tolerance for risk. Not all recommended asset classes will be suitable for every portfolio. Diversification and asset allocation do not guarantee 
returns or protect against losses. 

Past performance is no guarantee of future results. All performance data, while obtained from sources deemed to be reliable, are not guaranteed for accuracy. Indexes shown are 
unmanaged and are not available for direct investment. The S&P 500 Index consists of 500 widely traded stocks that are considered to represent the performance of the U.S. stock market in 
general. The NASDAQ Composite Index is a market-capitalization weighted average of roughly 5,000 stocks that are electronically traded in the NASDAQ market. The MSCI EAFE Index 
includes approximately 1,000 companies representing the stock markets of 21 countries in Europe, Australasia and the Far East (EAFE). The MSCI Emerging Markets Index is designed to 
measure equity market performance in global emerging markets. The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index and is 
representative of the U.S. small capitalization securities market. The Consumer Price Index is a measure that examines the weighted average of prices of a basket of consumer goods and 
services, such as transportation, food and medical care. It is one of the most frequently used statistics for identifying periods of inflation or deflation. The S&P Global Purchasing Managers' 
Index data are compiled by IHS Markit for more than 40 economies worldwide. The monthly data are derived from surveys of senior executives at private sector companies. The Institute of 
Supply Management Manufacturing Index, also called the Purchasing Manager's Index, measures manufacturing activity based on a monthly survey, conducted by the Institute for Supply 
Management, of purchasing managers at more than 300 manufacturing firms. The Michigan Consumer Sentiment Index is a monthly survey of consumer confidence levels in the United 
States conducted by the University of Michigan. The survey is based on telephone interviews that gather information on consumer expectations for the economy. 

Equity securities are subject to stock market fluctuations that occur in response to economic and business developments. International investing involves special risks, including foreign 
taxation, currency risks, risks associated with possible differences in financial standards and other risks associated with future political and economic developments. Investing in emerging 
markets may involve greater risks than investing in more developed countries. In addition, concentration of investments in a single region may result in greater volatility. Investing in fixed 
income securities are subject to various risks, including changes in interest rates, credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax 
ramifications and other factors. Investment in debt securities typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt securities. Investments in 
lower-rated and non-rated securities present a greater risk of loss to principal and interest than higher-rated securities. Investments in high yield bonds offer the potential for high current 
income and attractive total return but involve certain risks. Changes in economic conditions or other circumstances may adversely affect a bond issuer's ability to make principal and interest 
payments. The municipal bond market is volatile and can be significantly affected by adverse tax, legislative or political changes and the financial condition of the issues of municipal 
securities. Interest rate increases can cause the price of a bond to decrease. Income on municipal bonds is free from federal taxes but may be subject to the federal alternative minimum tax 
(AMT), state and local taxes. There are special risks associated with investments in real assets such as commodities and real estate securities. For commodities, risks may include market 
price fluctuations, regulatory changes, interest rate changes, credit risk, economic changes and the impact of adverse political or financial factors. Investments in real estate securities can 
be subject to fluctuations in the value of the underlying properties, the effect of economic conditions on real estate values, changes in interest rates and risks related to renting properties 
(such as rental defaults). 
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