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Labor markets are cooling ... 

The Fed is far to sanguine on the labor market given the 
incoming data. 

• Private sector wages and salaries *already* running 
below the federal funds rate. Never a good sign. Over 
the last year, private wages are up less than 3%. That’s 
soft and limits the ability of households to absorb price 
increases. 

  

• More firms are citing economic conditions as a rationale 
for layoff announcements, according to the latest data 
from Challenger. At 47,497 in April this series is at its 
highest level since March 2023. Corporate restructuring 
appears to be another reason. DOGE was not much of a 
factor in April. 

 

 

• Continuing claims rose above consensus expectations, 
hitting a fresh high of 1.916 million. The bigger story is that 
continuing claims keep rising roughly 5% yearover-year. As 
job finding rates remain low, spells of unemployment go 
up. There was a meaningful increase in initial claims as 
well, implying that continuing claims might be rising a bit 
more in the weeks ahead. 
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Stocks up, cut pricing up 

I am confused by the market pricing of cuts. Buoyed by a 
strong rally in technology stocks, the broad US market has 
surged. At the same time, the fixed income market is 
pricing in more interest rate cuts; we’re priced for just over 
four cuts this year. 

Stagflation would mean fewer cuts and lower stock prices. 
Recession would imply more cuts and lower stock prices. 
In recent days, we’re seeing benign “soft-landing” cuts – 
more cuts priced but stock prices are climbing. How do I 
square this circle? 

• Perhaps the bond market understands that the real 
economy is not in the same place as the technology 
sector. Financial market conditions being loose hasn’t 
helped keep the economy from slowing over the last 
year. 

  

• Perhaps the equity market sees President Trump caving 
on the trade war or backing off; but, it seems harder for 
him to capitulate if stocks are up at these levels in the 
first place. 

  

• Credit spreads have not really moved on the run-up in 
stocks over the last week. Finally, I feel like the 
economy is innocent until proven guilty. There was a 
big clearing event earlier this month and bets on 
recession in years prior have never materialized. 

  

At any rate, the fact that stocks are up and bond yields 
have declined should, at least for the time being, assuage 
fears that America is being sold en masse. 
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Manufacturing slump deepens amid trade uncertainty 

• The ISM Manufacturing PMI continued its downward 
slide in April, registering 48.7, a second consecutive 
month of contraction and a four-month low. This 
deepening slump raises concerns about the health of 
the manufacturing sector and the impact of ongoing 
trade policy. While the headline figure was slightly 
better than anticipated, the underlying details paint a 
less optimistic picture. 

  

• The marginal improvement in the new orders index to 
47.2 from March's 45.2 offers a glimmer of hope, but it 
remains firmly in contractionary territory. 
Furthermore, this potential bright spot is 
overshadowed by a sharp decline in new export orders, 
plummeting to 43.1 from 49.6 in March. This weakness 
in exports underscores the negative consequences of 
evolving US trade policy and retaliatory tariffs from 
trading partners. The backlog of orders also contracted 
at an accelerated pace, falling to 43.7 from 44.5, 
reflecting persistent uncertainty surrounding the trade 
environment. Production activity deteriorated 
significantly, tumbling to 44.0 from 48.3 in March, 
dragging down the headline index. This marks a 
concerning development as both production and order 
backlogs have now been contracting for two 
consecutive months. 
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• Supply conditions have notably deteriorated. Supplier 
deliveries are slowing, reflecting mounting tariff 
pressures on supply chains. The initial rush to build 
inventories ahead of anticipated tariffs, observed in 
previous months, appears to have subsided, with the 
inventory index showing slower growth than in March. 
Meanwhile, input costs continue to rise, with the 
prices-paid index reaching 69.8, its highest level since 
June 2022. This sustained high level of price increases 
suggests that manufacturers are grappling with 
inflationary pressures, likely stemming from tariffs and 
supply chain disruptions. 

  

• While the pace of employment contraction eased 
slightly, ticking up to 46.5 from March's low, it remains 
a point of concern. This aligns with the trend observed 
since September and continues to suggest weakness in 
the labor market. 

  

Manufacturers' comments highlight mounting challenges 
related to US trade policy, particularly increased 
uncertainty, elevated business risks, rising inflation 
pressures, and complications in logistics and operations. 



 

May 1, 2025 5 

Economics 

 



 

May 1, 2025 6 

Economics 

 



 

May 1, 2025 7 

Economics 

 



 

May 1, 2025 8 

Economics 

 



 

May 1, 2025 9 

Economics 

 



 

May 1, 2025 10 

Economics 

 



 

May 1, 2025 11 

Economics 

 



 

 

Economics 

DISCLAIMER: This document has been prepared by Renaissance Macro Securities LLC, a subsidiary of Renaissance Macro 
Holdings, LLC. This document is for distribution only as may be permitted by law. It is published solely for information purposes; 
it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular 
trading strategy. No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness 
or reliability of the information contained in this document. The information is not intended to be a complete statement or 
summary of the markets, economy or other developments referred to in the document. Any opinions expressed in this document 
may change without notice. Any statements contained in this report attributed to a third party represent RenMac’s interpretation 
of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such 
use and interpretation have not been reviewed by the third party. Nothing in this document constitutes a representation that any 
investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise 
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own 
judgment in making their investment decisions. The value of any investment may decline due to factors affecting the securities 
markets generally or particular industries. Past performance is not indicative of future results. Neither RenMac nor any of its 
directors, employees or agents accept any liability for any loss (including investment loss) or damage arising out of the use of all 
or any of the information. Any information stated in this document is for information purposes only and does not represent 
valuations for individual securities or other financial instruments. Different assumptions by RenMac or any other source may yield 
substantially different results. The analysis contained in this document is based on numerous assumptions and are not all 
inclusive. 

Copyright © RenMac 2025. All rights reserved. All material presented in this document, unless specifically indicated otherwise, is 
under copyright to RenMac. None of the material, nor its content, nor any copy of it, may be altered in any way, or transmitted 
to or distributed to any other party, without the prior express written permission of RenMac. 


