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At a glance 



Trump's erratic policies and heightened uncertainty will distort macroeconomic data 

Tariffs are expected to transmit into inflation with a delay of a few months 

Focusing on GDP components consumption and private investments provide a clearer 

picture of US economy 

Since Donald Trump's inauguration, the United States entered a new era of erratic policymaking 

that knows neither friend nor foe-only America first. Four months into his term, President 

Trump issued more than 150 executive orders that began to reshape the geopolitical and 

economic landscape. Key policies introduced so far increased tariff rates, restricted immigration 

and heightened uncertainty, which is expected to distort macroeconomic measures such as 

consumer prices, economic growth and employment. 

Predicting US macroeconomic variables became difficult as a stroke of a pen in the White House 

often changed business conditions fundamentally. Previously useful indicators derived from soft 

survey and hard data turned volatile, frequently surprising market participants in direction and 

magnitude. For example, CPI inflation and the unemployment rate have remained surprisingly 

calm, while the first GDP print of this year turned negative. Such seemingly contradicting data 

movements mean forecasting during the political and macroeconomic turbulence will be 

challenging. 

Calm inflation is deceiving 

Tariffs increase the price of foreign goods, which should lead to consumer price inflation. Yet 

inflation has declined since Trump's inauguration. We expect the transmission of elevated tariffs 

on inflation will take a few months for various reasons. Firms tend to draw on their inventories 

before they raise prices to remain competitive, and the pass-through from imported raw 

materials and intermediary goods prices to consumer goods (and later services) prices generally 

takes time. 

Early signals, however, suggest that inflationary pressures are rising. Prices paid by purchasing 

managers for manufactured goods and for services have risen significantly in the recent months. 

We expect that these pressures will materialise more visibly over the summer, potentially lifting 

inflation from 2.4% in May to 2.8% in June, and further out to a peak of 3.3% in September. 

These emerging price pressures support the Federal Reserve's cautious and data-dependent 

approach to monetary policy. 

Trade policies leading to large dispersions in GDP 
components 

During the first days of his second term, Trump announced broad tariff rates to reshore 
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