
The overall consumer price index (CPI) fell by -0.05% last month, the first outright 
decline since May 2020, as prices for gasoline, airfare, lodging and used vehicles were all 
negative. On a year-over-year basis, headline CPI rose +2.4% in March, matching a four-
year low. Core CPI, which excludes food and energy prices, was up by just +0.06%, the 
lowest monthly gain since early 2021. On a year-over-year basis, core CPI slipped from 
+3.1% to a four-year low of +2.8%. Core services accounted for the entire annual core 
increase, with core goods down slightly.

The widely-acknowledged first quarter decline in consumer demand seemed to have 
had an oversized effect on travel, as evident in the prices of gasoline (-6.3%) and airfare 
(-5.3%). Hotel/motel prices fell by the most in over three years. Overall shelter costs, 
which make up 35% of the total index, climbed just +0.2% last month, the lowest since 
November 2021. As anticipated, an increase in housing supply has driven shelter costs 
down over the past year and should continue to exert downward pressure in the coming 
months. 
 
Food prices rose by +0.4% in March following a +0.2% increase the previous month. The 
food away from home category climbed +0.4%, perhaps reflecting higher labor costs at 
eating and drinking establishments. The food at home category (groceries) rose +0.5%, a 
30-month high, after an unchanged reading the previous month. A -0.5% decline in fresh 
fruit and vegetables was more than offset by a +1.0% increase in dairy products and a 
+5.9% rise in egg prices. 
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Bonds Rally as Consumer Prices Unexpectedly drop in March 
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This morning’s report was considerably better than expected; exactly how much weight 
it should carry is debatable as the tariff impact will begin showing up in the April 
numbers. Higher prices are coming, but since Fed officials will consider this “tariff-inflation” 
temporary, the surprising moderation in March CPI should increase the odds of a June 
rate cut. 
 
The ever-evolving trade landscape shifted again yesterday as President Trump 
announced a 90-day pause on the higher “reciprocal” rates for all countries except China. 
The 10% global base tax remains in effect, along with specific duties on steel and 
aluminum as well as imported vehicles and vehicle parts. Because China responded 
to the 104% U.S. tariff rate by boosting its tax on imported U.S. goods to 84%, Trump 
increased the rate paid on Chinese imports to 125%. …and then again to 145% this 
morning. At this point, U.S. companies are unlikely to pay the tax to accept shipments 
ordered months ago at significantly lower costs. Many will choose to simply wait it out. 
Expect traffic jams at U.S. ports to build in the coming weeks.  

The European Union, in specific response to the 25% steel and aluminum tariff, 
announced a 25% tax on U.S. imports of soybeans, motorcycles and beauty products. 
The EU’s soybean tax, along with China’s 84% overall tariff rate, will have a significant 
negative effect on U.S. farmers. 

After soaring on yesterday’s news of a broad pause, stocks are lower, giving back some of 
the gains. Bonds are rallying (yields down) on expectations of a more cooperative Fed.

Market Indications as of 10:27 A.M. Central Time
DOW Down -1,152 to 39,456 (HIGH: 45,014)

NASDAQ Down -716 to 16,409 (HIGH: 20,174)

S&P 500 Down -158 to 5,299 (HIGH: 6,144)

1-Yr T-bill current yield 3.96%; opening yield 4.02%

2-Yr T-note current yield 3.80%; opening yield 3.89%

3-Yr T-note current yield 3.82%; opening yield 3.91%

5-Yr T-note current yield 3.97%; opening yield 4.02%

10-Yr T-note current yield 4.34%; opening yield 4.31%

30-Yr T-bond current yield 4.81%; opening yield 4.72%
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Higher prices are coming, but 
since Fed officials will consider 
this “tariff-inflation” temporary, 
the surprising moderation in 
March CPI should increase the 
odds of a June rate cut. 


