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The Trump administration imposed escalating tariff measures
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e Trumpimposed a series of tariff measuresin early March, namely a 25% tariff
on Mexico and Canada and another 10% additional tariffon China.

e Consumer spending was down on a monthly basisin January, and PMls
showcased mixed results.

e PCEinflation cooledin January.

Trump escalated tariff measures in early March

Trump implemented a new set of tariff measures. Following his additional 10%
tariffimposed on Chinese imports on 4% February, Trumpimposed an additional
10% tariff on Chineseimports effective 4" March. In response, China hit back with
tariffs of 10-15% on a range of US agricultural products. The 25% tariff on Mexico
and Canada that Trump had initially delayed went into effect on 4" March.
Canada imposed reciprocal 25% tariffson CAD 30 billion ofimportsfromthe US,
with another CAD 125 billion of goods subject to the tariff hike after 21 days.
Mexico alsorevealed it would respond with tariffs soon. In the meantime, Trump
decided to exempt US automakers fromthe newly imposed tariffs on Mexico and
Canada for one month. Then on 6th March, Trump decided to grant temporary
tariff exemptions to some Canadian and Mexican goods that are compliant with
the United States-Mexico-Canada Agreement (USMCA) until 2nd April.
According to a White House Official, those goods amount to about 50% of
Mexican and 38% of Canadianimports.

Earlier in February, Trump announced 25% tariffs on all imports of steel and
aluminiuminto the US that would go into effect on 12t" March and threatened to
impose tariffson Europe. Allin all, the tariffsare a part of Trump's '‘America First'
agenda, intended to reduce dependence on foreign countries, boost American
manufacturing, secure the border, and cut down on wasteful spending to lower
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the deficit. In his address to Congress, Trump acknowledged that tariffs wil
cause a ‘"little disturbance”, which signals that the new administration is
determined to enforce its trade policy agenda and is willing to accept negative
impacts from tariffs.

Consumer spending retreated in January. Consumer spendingwas down 0.2%
month-on-month (MoM) in January, the first monthly drop in almost two years.
Goods spending sank sharply by 1.2% MoM, from a 1.2% growth in December.
Thiscouldbe linked to the front-loading of goods purchases before the new year.
After adjusting for price influences, real consumer spending even fell by 0.5%
MoM. Meanwhile, underlying consumption drivers remained steady, as personal
income surged by 0.9% MoM, higher than expected. The savingsrate also went
up from 3.5% in December to 4.6% in January, the highestsince June 2024.

Consumer surveys indicated tariff anxieties. The University of Michigan (U-Mich)
Consumer Sentiment Index declined to 64.7 in February from 71.7 in Janueary,

fallingacrossall groups by age, income, and wealth. Additionally, the Conference

Board consumer confidenceindexfell sharply in February, to 98.3 from 105.3 in

January. Regarding inflation outlook, U-Mich consumer inflation expectations

jumped in February, with the 1-year and the 5-year inflation expectation indices

rising by 1 percentage point (ppt) and 0.3 ppts to 4.3% to 3.5%, respectively.

These readings reflected weakening consumer optimism amid growing worries

over the impacts of tariffson pricesand growth.

Business surveys indicated a mixed growth picture. In February, the Institute of
Supply Management (ISM) and the S&P Global PMIs showed diverging trends,
underscoringan uneven underlying growth pattern. The ISM manufacturing PMI
declined from 50.9 in January to 50.3 in February, while the S&P Global series
increasedfrom 51.2t052.7. On the contrary, thelSM services PMI picked up from
52.8in January to53.5in February, whereas the S&P Global series fell markedy
from 52.9 to 51.0. Overall, these PMIs indicated a continued expansion across
sectors.

PCE inflation showed stalled progressinreturning to the target level in January.
Headline and core personal consumption expenditures (PCE) inflation slowed to
2.5% year-on-year (YoY) and 2.6% in January 2025, from 2.6% and 2.9% in
December 2024, respectively. However, on a month-on-month (MoM) basis,
headline PCE inflation remained steady at 0.2% MoM in January, and core PCE
inflation edged up to 0.3% in January, from 0.2%in December. The reportaligned
with the Fed's position to hold off further rate cuts until more progress on
disinflation emerges. At present, futures marketspricedin that the Fedis set to
hold rates unchanged in its next FOMC meeting on 18-19 March, with the next
ratecut likely in June.
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Major US equity indices struggled in February US Equity Indices
150 Index (30/6/2023 =100)

Major US equity indices declined in February. The S&P 500 reached itsrecord 140
high during February but ended the month down 1.4% MoM, while the Nasdaq
and Dow JonesIndustrial Average were down 4.0% and 1.6% MoM, respectively,
in February. 10-year treasuryyields continued todrop, falling to 4.209%at theend
of February, comparedto 4.541at the end of January. Stock market volatility and
falling treasury yields could be attributed to various factors such asuncertaintes 100 A“w
of Trump's economic policies, the US economic outlook, and the profitability of 90

technology stocks. Meanwhile, the US dollar index fell by 0.7% MoM to 107.614 in 6/23 1223 624 1224
February. S&P 500 NASDAQ Dow Jones
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This material is prepared by The Bank of East Asia, Limited (“BEA") for customers'reference only. Thecontentis
based on information available to the public andreasonably believed to be reliable, but has not been independently
verified. Any projectionsandopinions containedherein are expressed solely as general market commentary, and
do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or
guaranteedreturn in respect of such an offer. The information, forecasts, and opinions contained herein are as of
the date hereofand are subject to change without prior notification, and should not be regarded asany investment
product or market recommendations. This material has not been reviewed by the Securities and Futures
Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other
reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns containedin this material, and noliability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due to infringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare notconsidered. Therefore,you should not make anyinvestment decisions based
solely on this material. You should make investment decisions based on your own investment objectives,
investment experience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

Thismaterial isthe property of BEAandis protected by relevantintellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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