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Recent data indicate the U.S. economy is proceeding through 2025 with slower
momentum and increased uncertainty. Second quarter inflation pressures have
eased, though core prices remain above target levels. The labor market shows signs
of improved equilibrium, with strong hiring offset by increasingly higher jobless claims.
As fiscal policies take effect, the Chandler team expects the Federal Reserve to begin
a gradual normalization of monetary policy, which may coincide with a steepening the
yield curve.

The Federal Reserve projected no immediate changes from the Federal Open Market
Committee (FOMC) for the May meeting signaling that the Federal Funds Rate stays
at the range of 4.25 - 4.50%. Fed Chair Powell continues to emphasize the
Committee’s “wait and see” approach amidst an uncertain macro environment where
economic data continues to show resilience, while concerns over a tariff-led increase
in unemployment and inflation remain elevated.

US Treasury yields declined, and the curve steepened in April. The 2-year Treasury
yield declined 29 basis points to 3.60%, the 5-year Treasury fell 22 basis points to
3.73%, and the 10-year Treasury yield fell 5 basis points to 4.16%. The spread
between the 2-year and 10-year Treasury yield points on the curve widened to +56
basis points at April month-end versus +32 basis points at March month-end. The
spread between the 2-year Treasury and 10-year Treasury yield one year ago was
-36 basis points. The spread between the 3-month and 10-year Treasury yield points
on the curve was -13 basis points in April, versus -9 basis points in March.

In April, the U.S. Treasury yield curve steepened notably, reflecting uncertainty
surrounding fiscal policy and shifting expectations for monetary policy. The curve
widened from 41 basis points at the start of the month to 57 basis points by month-end,
driven largely by rising long-term yields. The 20-year Treasury touched 5%, while the
30-year briefly topped 4.90%. Shorter-term yields remained anchored below 4%, with
the 2-year and 3-year notes hovering around 3.92% and 3.98%, respectively. Despite
the steepening trend, yields across the curve moved modestly lower later in the month
amid easing inflation concerns and improving risk sentiment. Market participants dialed
back expectations for aggressive rate cuts, with federal funds futures in April pricing in
three to four quarter-point reductions in 2025. However, the Chandler team projects a
more cautious trajectory for rate adjustments, as the Federal Reserve weighs lingering
inflation pressures against signs of slowing growth.
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YIELD CURVE CONTINUED TO STEEPEN IN APRIL
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Economic Roundup

ECONOMIC INDICATOR
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Crude Oil Prices Decreased in April

Credit Spreads Were Wider in April
CREDIT SPREADS
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Housing starts rose 1.6% in April to a seasonally adjusted annual rate of 1.361 million units. Single family starts fell 2.1%, while
multi-family starts increased 10.7%. Total starts dropped 1.7% compared to April 2024. Falling consumer confidence,
uncertainty around the cost of materials, and elevated mortgage rates continue to challenge homebuilding.The Freddie Mac 30-
year fixed rate mortgage averaged approximately 6.7% in April. According to the Case-Shiller 20-City Home Price Index,
housing prices rose 4.5% year-over-year in February, compared to 4.7% in January. Limited inventory, elevated mortgage
rates, and lack of affordability continue to weigh on the housing market.

The U.S. economy added 177,000 jobs in April, exceeding consensus expectations, and the last two months were revised down
by 58,000. Gains were led by education and health services. The three-month moving average and six-month moving average
payrolls totaled 155,000 and 193,000 respectively. The unemployment rate was unchanged at 4.2% in April, and the labor
participation rate edged up to 62.6%, remaining below the pre-pandemic level of 63.3%. The U-6 underemployment rate, which
includes those who are marginally attached to the labor force and employed part time for economic reasons edged down to
7.8% in April from 7.9% in March. Average hourly earnings remained steady with a 3.8% year-over-year increase in April.

Advance Retail Sales edged up 0.1% month-over-month in April, slowing from a 1.7% gain in March. Consumers cut back
spending on cars, sporting goods, and other imported goods.Control group sales, which feeds into gross domestic product,
declined by 0.2% in April. On a year-over-year basis, Retail Sales grew 5.2% in April following a 5.2% increase in March. The
Conference Board’s Consumer Confidence Index declined for the fifth straight month in April to 86.0, down from 93.9 in March,
driven primarily by weakening future expectations for income, business, and labor market conditions. While the consumer has
been resilient, rising inflation expectations, concerns about trade policies and tariffs, and general economic and policy
uncertainty could pose potential risks to future spending. 

In April, price increases measured by both the Consumer Price Index (CPI) and Core CPI, which excludes volatile food and
energy components, came in lower than consensus expectations. The headline CPI increased 0.2% month-over-month and
rose 2.3% year-over-year, while the Core CPI rose 0.2% month-over-month and 2.8% year-over-year. The Personal
Consumption Expenditures (PCE) price index was unchanged from the previous month and rose 2.3% year-over-year in March.
The Core PCE deflator, which excludes food and energy and is the Fed’s preferred gauge, was also flat month-over-month and
up 2.6% year-over-year, down from February’s 3.0% year-over-year increase. Inflation remains above the Fed’s 2% target.
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World Stock Market Index Descriptions
S&P 500–The S&P 500 is a market value-weighted index of 500 large-capitalization stocks. The 500 companies included in the index capture approximately 80% of available US market capitalization.
NASDAQ–The NASDAQ Composite Index is the market capitalization-weighted index of over 3.300 common stocks listed on the NASDAQ stock exchange. Dow Jones–The Dow Jones Industrial
Average is an index that tracks 30 large, publicly-owned companies trading on the New York Stock Exchange and the NASDAQ. The Financial Times Stock Exchange Group (FTSE)–The FTSE is a
share index of the 100 companies listed on the London Stock Exchange with the highest market capitalization. DAX–The Deutscher Aktienindex (DAX) is a blue chip stock market index consisting of
the 30 major German companies trading on the Frankfurt Stock Exchange. Hang Seng–The Hang Seng Index is a freefloat-adjusted market-capitalization- weighted stock market index in Hong Kong.
It is used to record and monitor daily changes of the largest companies of the Hong Kong stock market and is the main indicator of overall market performance in Hong Kong. Nikkei–Japan's Nikkei
225 Stock Average is a price-weighted index composed of Japan's top 225 blue-chip companies traded on the Tokyo Stock Exchange. 
© 2025 Chandler Asset Management, Inc. An Independent Registered Investment Adviser. Data source: Bloomberg, Federal Reserve, and the US Department of Labor. This report is provided for
informational purposes only and should not be construed as specific investment or legal advice. The information contained herein was obtained from sources believed to be reliable as of the date of
publication, but may become outdated or superseded at any time without notice. Any opinions or views expressed are based on current market conditions and are subject to change. This report may
contain forecasts and forward-looking statements which are inherently limited and should not be relied upon as an indicator of future results. Past performance is not indicative of future results. This
report is not intended to constitute an offer, solicitation, recommendation, or advice regarding any securities or investment strategy and should not be regarded by recipients as a substitute for the
exercise of their own judgment. Fixed income investments are subject to interest rate, credit, and market risk. Interest rate risk: The value of fixed income investments will decline as interest rates rise.
Credit risk: the possibility that the borrower may not be able to repay interest and principal. Low-rated bonds generally have to pay higher interest rates to attract investors willing to take on greater risk.
Market risk: the bond market, in general, could decline due to economic conditions, especially during periods of rising interest rates. The S&P Corelogic Case-Shiller home price index tracks monthly
changes in the value of residential real estate in 20 metropolitan regions across the nation. 
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