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US Deflation of 0.1% MoM driven by a declining Energy Prices Index in
March 2025
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Future Inflation Probability

Inflation 1 Year Ahead 3 Year Ahead
<0% 22.60% 27.30%
0-2% 11.60% 12.10%
2-4% 22.20% 19.30%
>4% 43.60% 41.40%

Source: Bank Federal Reserve New York as of February 2025
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fell by 5.2% YoY.

President Donald Trump's decision to postpone the implementation of tariffs for 90 days for all
countries except China is assessed by the Fed to influence inflation developments in the coming
months and impact the Fed's interest rate policy. For the upcoming FOMC meeting in May (May
7th), the CME FedWatch Probabilities recorded on Thursday (April 10th) decreased to 66.70%
from the previous day (79.58%). However, it remains within the interest rate range of 4.25%-
4.50%. Furthermore, the probability of a 25-basis point interest rate cut to 4.00%-4.25% is
seen in June 2025 (Figure 3). By the end of 2025, the Fed is expected to cut interest rates up
to four times by 100 basis points, bringing the target range to 3.25%-3.50%, with an
aggregate probability of 61.68% (Figure 4).
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