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April 25, 2025: Recorded Leadership Discussion Featuring: Regions Chief Economist, Chief Investment Officer, and Chief Market Strategist.

May 2, 2025: For access to this call please contact your Regions Wealth Advisor or Portfolio Manager.

KEY OBSERVATIONS

Ll despite continued saber rattling on

U.S. stocks staged a broad-based rall
ol ||

the trade front between the U.S. and
China.The S&P 500 was propelled

by ‘Mag 7’ strength, which led to
outperformance out of the consumer
discretionary, and information
technology sectors, specifically.
Breadth, or participation, has improved
meaningfully in recent weeks and
trend following strategies, as well as an
uptick in corporate buyback activity,
could be supportive of further gains
into May.

The S&P 500 closed above 5,450, a
L closely watched technical level that
provided a ceiling of resistance on April

9 when President Trump announced
a 90-day hiatus on reciprocal tariffs.

This level is worth watching as

potential support, possibly providing a
springboard for additional upside in the
coming weeks. We are watching the S&P
500's 200-day moving average around
5,650 which could provide resistance

and cap upside in the near-term.

HTreasury yields closed out the week
UD modestly lower, driving respectable

gains for core, investment-grade bonds,

but it was lower quality corporate bonds
that were the big winner on the week.
Credit spreads narrowed materially over
the balance of the week as investors
appeared eager to scoop up riskier,
higher yielding credits even as issuance
ticked up after coming to a standstill
amid tariff uncertainty in early April. The
rally in high yield bonds shows that risk
appetite has returned in recent weeks,
and further spread compression would

likely provide a continued tailwind for
U.S. stocks in the coming weeks.

WHAT WE'RE WATCHING

The Conference Board releases results March Personal Consumption Expenditure April Nonfarm Payrolls are released
from its April Consumer Confidence 22 (3)(PCE), the FOMC's preferred inflation Friday with the consensus estimate
survey on Tuesday with the headline gauge, is released Wednesday. Headline calling for 130k jobs to have been
reading expected to fall to 87.6 from PCE is expected to be flat month over created during the month vs. 228k
92.9 in March. The Expectations com- month and rise 2.2% year over year, which in March. The unemployment rate is
ponent of the survey is worth watch- would be notable drops from 0.3% and expected to remain unchanged from
ing for a reading as to how consumers 2.5% readings in February. Core PCE, which the 4.2% reading in March. Average
expect tariffs to impact their spending is more closely watched, is expected to rise hourly earnings are expected to rise
habits. 0.1% month over month and 2.6% year 0.3% month over month and 3.9% year
over year versus 0.4% and 2.8% readings over year, compared to 0.3% and 3.8%
the prior month. There will be little/no increases in March.

impact from tariffs included in the March
PCE readings, and market participants
could dismiss this release as a result, but
it's worth watching, nonetheless.

Price/Yield Total Return (%)

4/25/2025 1Week Ago 1MonthAgo Year to Date 1 Year 3 Years 5 Years
S&P 500 5525.21 4.60 -3.19 -5.68 10.93 11.50 16.03
NASDAQ 17382.94 6.73 -2.85 -9.81 12.14 12.54 15.91
S&P Mid Cap 400 2831.67 3.19 -5.21 -8.86 -0.40 5.65 14.55
S&P Small Cap 600 1219.01 3.76 -6.46 -13.00 -2.68 1.58 13.04
MSCI World ex US 346.64 2.79 -0.69 7.34 11.18 7.92 10.74
MSCI EM 1097.10 2.71 -2.79 2.75 9.31 4.22 7.11
Bloomberg U.S. Aggregate 461 0.69 0.61 2.68 7.67 1.46 -0.77
Bloomberg Corporate 5.21 1.02 0.28 2.01 7.65 247 0.41
Bloomberg U.S.High Yield 7.80 1.29 -0.39 1.11 9.21 6.00 6.55
Bloomberg EM USD Aggregate 6.62 1.14 -0.18 2.12 9.36 4.67 2.79
Bloomberg Global Aggregate 3.52 0.33 3.03 5.14 8.30 0.61 -1.11
Bloomberg Municipal Bond 4.14 0.07 -1.11 -1.62 1.14 1.92 0.89

Source: Bloomberg (3- and 5-Year Returns Annualized)


https://www.regions.com/-/media/pdfs/wealth-management/Regions-Recorded-Market-Update-Webex-Replay.pdf

Price/Yield

4/25/2025 1Week Ago 1 Month Ago 12/31/2024 1YearAgo  3YearsAgo 5 Years Ago
SOFR (yield) 4.29 432 433 4.49 5.31 0.27 0.03
30 Year Mortgage (average rate) 6.90 6.92 6.71 7.28 7.56 5.29 3.56
2 Year Treasury (yield) 3.75 3.80 4,01 4.24 5.00 2.63 0.22
10 Year Treasury (yield) 4.24 432 431 4,57 470 2.82 0.60
30 Year Treasury (yield) 4.70 4.80 4.66 4.78 4.81 2.89 1.17
WTI Crude (closing price) 63.02 64.68 69.00 71.72 83.57 98.54 16.94
Gold (NYM $/02) 3282.40 3308.70 3025.90 2641.00 2329.80 1893.20 1723.50

Source: Bloomberg (3- and 5-Year Returns Annualized)

Stocks:

U.S. Stocks Shrug Off Tariff Headlines, Close The Week
Higher On Improved Breadth; Earnings Revisions Favor
International Relative To Domestic Exposures; Chinese
Stocks Rally Amid Conflicting Reports Of Trade Discussions
With The U.S.

« Rally In U.S. Large-Caps Has The Look Of More Than Just
Short Covering. The S&P 500 ended the week higher by 4.6%
and, importantly from a technical perspective, closed above
5,450, a level where the index was turned away on April 9 when
President Trump announced a 90-day reprieve on reciprocal
tariffs. Short covering appeared to initially provide a powerful
catalyst for stocks early in the week as some of the most beaten
down stocks year-to-date led the charge. But as the week
progressed there were some obvious signs of accumulation
and buyers stepping in, despite continued saber rattling and
little in the way of obvious progress on the tariff front. When
individual stocks or broader indices rally either on bad news
or in the absence of good news we take note, and that’s what
appeared to materialize last week. Breadth/participation has
improved materially in recent weeks and just shy of 70% of
S&P 500 constituents were trading above their 20-day moving
average as of last Friday, up from closer to 30% a couple weeks
ago. We would like to see longer-term breadth measures
improve in the coming weeks as only around 1/3 of S&P 500
constituents are trading above their 100- and 200-day moving
average, but last week’s price action was a good start. Signals
for systematic trend following strategies flipping bullish, along
with a return of corporate buyback activity as the blackout

eriod around earnings ends, could spur additional demand
or stocks in the coming weeks and drive further gains. At the
sector level, leadership was constructive as defensive pockets
of the market such as consumer staples, health care, and
utilities all lagged while communication services, consumer
discretionary, and information technology all outperformed
the broader S&P 500.

o Earnings Estimates Falling Stateside But Are Rising
Abroad, Supportive Of Improved Relative Performance Out
Of Foreign Stocks. On balance, early returns from earnings
season have been encouraging, but unfortunately analysts
are forecasting a tougher environment going forward and
have begun to ratchet lower earnings estimates as a result.
Stateside, the consensus estimate for 2025 S&P 500 earnings
has fallen from $272 to $265 since the start of the year, with
likely further downside to go. This stands in stark contrast to
what we’re seeinﬁ abroad with the estimate for MSCI EAFE
earnings moving higher to $166 from $162 at the start of the
year. Those adjustments now have earnings growth between
the S&P 500 and EAFE roughly 1% apart, a much tighter gap
than we’ve seen in recent i/ears. This is a downstream impact
of diver%ent monetary policies, and shifts we’ve seen in the
outlook for fiscal policy, as well as trade uncertainty weighing
on the U.S. dollar.

» Japanese Yen Worth Watching As An Indicator Of Risk
Appetite. On the currency front, the Japanese yen retested the
¥140 to $1 level from last September early last week and again
found su;t))port atthat level. The yen weakened versus the dollar
over the balance of the week and closed at ¥143.73 to $1. Why
does what the Japanese yen is doing matter to stock investors?
The yen is often viewed as a haven currency and tends to rally
in risk off environments, while a weaker yen can contribute to
rising stock prices as foreign investors borrow cheap capital in
the weaker currency and then buy riskier assets with it. Thus,
a weakening of the yen is, in essence, a vote of confidence for
riskier assets such as stocks and corporate bonds. The U.S.
dollar remains a key barometer of where market Barticipants
believe the U.S. economy is headed, and some stabilization or
modest strengthening of the greenback would be welcomed
by investors in U.S. stocks.

» Rumors Of U.S./China Trade Discussions Boost Emerging
Markets. Despite conflicting accounts that trade talks
between the U.S. and China were ongoing, investors chose to
take a glass half-full approach to the tariff discussions and bid-
uE Chinese stocks, leading to a 5.3% weekly gain for the MSCI
China index, while the broader MSCI Emerging Market index
notched a2.7% advance. Rumors of conversations between the
two nations align with our belief that neither stands to benefit
from embargo-level tariffs for an extended period, a messaﬁe
business leaders reinforced to President Trump last week. The
impact of trade barriers has already influenced the number of
container ships departing China for the U.S., with traffic down
30% from where it was at the start of April and likely to slow
further. Notably, these container ships take ~27 days to travel
from China to the U.S., creating a delay in delivery that could
lead to shortages of goods. Both countries have incentives to
work something out, and hopefully happens in the near-term
to avoid more economic pain.
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Bonds:

Tariff Headlines, Treasury Auctions Leading To Fits And
Starts For U.S. Rates; Credit Well-Bid In Recent Rally;
Automobile Sales Strong In March, But Few Signs Of
Demand Pull Forward Elsewhere; U.S. Labor Market Looks
Stable, Making A Mid-June Rate Cut Less Likely.

« Treasury Yields Chop Around, End The Week Modestly
Lower. Last Monday, the Treasury market was rattled by tweets
from President Trump calling into question Chair Jerome
Powell’s standing as the head of the Federal Open Market
Committee (FOMC). A potential Powell ouster led to concerns
surrounding whether he could be fired and, if so, what would
that imply for Fed independence from the executive branch.
Fears that the President could attempt to fire the Fed Chair
initially put upward pressure on Treasury yields early in the
week, that receded over the back-half of the week as President
Trump stated he would not try to force Chair Powell out.
Treasury auctions took a backset to trade headlines and flew
under the radar last week, but demand from abroad for $69B
of 2-year notes on Tuesday, $70B of 5-year notes Wednesday,
and $44B of T-year notes on Thursday was encouraging and
contributed to the drift lower for yields into the weekend.
All told, yields on 2- and 10-year U.S. Treasuries fell 5- and
8-basis points, respectively, on the week. The move lower in
yields contributed to a 0.6% weekly gain out of the Bloomberg
Aggregate Bond index and a more sizable 1% return out of the
more interest rate sensitive Bloomberg U.S. Corporate index.
Riskier, higher yielding corporate bonds were the big winner
on the week as the Bloomberg U.S. Corporate High Yield index
gained 1.2% as credit spreads narrowed from 398-basis points
over similarduration Treasuries to 360-basis points, the biggest
move in a single week since November of 2023. A break below
350-basis points could signal a more durable return of risk
appetite. Below investment grade issuance was encouraging
as the three primary deals that came to market were met with
robust demand, but barring a flurry of last-minute deals this
week, issuance for April is still on track for the lowest volume
in the last 5-years.

» Demand Pull Forward For Automobiles Evident In March
Durable Goods Orders, But Few Signs Of Inventory Building
Elsewhere During The Month. Durable goods orders for
March were released last Thursday with the headline reading
rising 9.2%, well ahead of the 2.0% estimate. But excluding
transportation, primarily automobiles, that figure dropped to

0.0%, which fell short of the 0.3% estimate. Bigger ticket items
such as automobiles, consumer electronics, furniture, and
home appliances account for the bulk of durable goods orders,
many of which are imported. Economists were expecting a pull
forward of demand in March as companies attempted to build
up inventory in advance of tariffs on a broad swath of goods
going into effect in early April, but outside of automobiles, that
didn’t appear to be the case.

« Initial, Continuing Jobless Claims Show A Stable Labor
Market In The Lead-Up To April Nonfarm Payrolls This
Friday. Initial and continuing claims for unemployment
insurance were released last Thursday. Initial jobless claims
for the week ending April 19 rose 7k week over week to
222k, in-line with the consensus estimate, while continuing
jobless claims for the week ended April 12 fell by 44k week
over week to 1,841k, below the consensus estimate. All told,
jobless claims data have remained steady in recent months
and haven’t shown signs of materially cooling despite tariff
turmoil. Market participants will be closely watching the April
nonfarm payrolls report released this Friday for evidence to
the contrary, as the current consensus estimate calls for 130k
jobs to have been created during the month, which would be
a notable drop from 228k in March, but the unemployment
rate is expected to remain static month over month at 4.2%.
Barring substantial deterioration in the labor market between
now and the FOMC’s mid-June meeting, we don’t see Powell
& Company feeling the need to come to the market’s rescue
anytime soon. Fed funds futures are currently pricing in
around a 60% chance of a quarter-point cut by mid-June and a
75% chance of one by the end of July, However, if layoffs don’t
materially tick up in the near-term, tariff/trade uncertainty will
likely keep the FOMC in wait and see mode for longer as the
price stability portion of its dual mandate continues to take
precedent over the full employment component.
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