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US CPI Inflation 

The deceleration in headline inflation was mainly on the back of moderation in “Housing” 

and “Energy” category. The impact of the incremental baseline tariffs in April month’s CPI 

print, would be cushioned by the sharp decline in Brent crude prices in April (-12.5%). We 

believe that the 90 day pause in implementation of reciprocal tariffs would spread out the 

inflationary impact over the year, eventually delaying Fed’s easing cycle. Markets are building 

in a recessionary scenario with expectation of 4 rate cuts in 2025, we are factoring in 2 rate 

cuts with a pause in May-25.       

 Calm before the storm: Inflationary pressures moderated in US for the third consecutive 

month in Mar-25, however this moderation would be short lived as the impact of the 

incremental tariffs would start reflecting in the inflation print from next month (Apr-25). 

Headline inflation moderated to 2.4% in Mar-25 with a rare sequential deceleration of -

0.1% MoM, which was lower than the market expectations (2.5%, 0.1% MoM). Core 

inflation moderated to 2.8% with a sequential uptick of 0.1%, well within the market 

expectations of 3% and 0.3% MoM. Although fresh negotiations would bring down 

effective tariffs, the impact of the 10% baseline tariffs, 25% on steel and aluminium and 

125% on China would exert upside pressure on prices going forward, considering 

imports form 53% of the consumption needs in US. 

 Housing and Energy pulled headline lower: The deceleration in headline inflation was on 

the back of moderation in the housing category to 0.2% MoM vs 0.4% MoM in the 

previous month. Housing category’s 42% weight in the CPI basket acentuated its impact 

on the headline. Secondly, deflationary pressures in energy category were strong enough 

(-2.4% MoM) to create a drag on the headline, this is despite a 3.5% increase in Brent 

crude price in Mar-25. The 12.5% decline in Brent crude price in April (1
st
 -10

th
 Apr) 

should cushion the impact of tariffs next month. On a broad level, pricing pressures in 

core commodities eased (-0.1% MoM vs 0.2% MoM prior) while core services moderated 

to 0.1% MoM vs 0.3% MoM in the previous month.  

 Trump’s “pause” stretches Fed’s easing cycle : The sequential deceleration in inflationary 

pressures in Mar-25 was on the back of moderation in “Housing” and “Energy” 

category, while we expect the impact of incremental baseline tariffs in April month’s CPI 

print, deflationary pressures in Brent crude should act as a cushion. Moreover the 90 day 

pause in implementation of incremental tariffs on non-retaliating partners would ensure 

that the impact of tariffs (on inflation) is spread out over the year. It is highly likely that 

the 40bps rise in benchmark yields (4.35%) in short span of 5 days would have led to the 

pause. Fed chair Powell indicated that the Fed is well positioned to wait untill greater 

clarity emerges. We believe that Trump’s tariff strategy would ensure that a recession is 

avoided, but a slowdown is a given, as reflected in Fed Atlanta’s nowcast. Hence we 

expect a delay in Fed’s easing cycle considering Powell’s expectation of the “transitory” 

impact of tariffs on inflation. Markets are building in a recessionary scenario while 

expecting 4 rate cuts in 2025. Considering that the threatening phase is over and now 

countries would re-negotiate bilateral deals with US, we expect a pause in May-25, with 2 

rate cuts in 2025.          
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Rating Meaning 
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* REITs refers to Real Estate Investment Trusts. 

Research Analyst(s) Certification 

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and 
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report. 
 

Important Disclosures 
 

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the 

company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select 

recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written 

consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein. 

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading 

memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial 

Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and 

certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any 

assurance of returns to investors. 

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional 

clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management, 

brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing 

offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) 

covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from 

the company(ies) mentioned in this report for rendering any of the above services. 

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell 

the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other 

compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, 

or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, 

it may have potential conflict of interest at the time of publication of this report on the subject company(ies). 

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or 
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