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Relief Rally and Longer-Term Uncertainty

Key Takeaway

•	 Relief Rally cuts March losses for global markets.
•	 Federal Reserve stuck between conflicting mandates.
•	 ISM Services PMI data shows firms shifting toward cost controls.

Global equity markets experienced a significant relief rally, driven by optimism regarding a fragile two-week 
ceasefire in the Gulf region. As of yesterday’s close, U.S. equities climbed 3.2% for the week, while international 
markets advanced 5.2%. This rally followed a difficult close to March, which saw domestic markets undergo four 
consecutive weeks of declines, falling 5.0% and marking the worst monthly return since early 2025. The pause 
in hostilities led to a sharp decrease in energy prices as West Texas Intermediate oil fell from $112.95 to close at 
$94.41 following the ceasefire announcement, relieving inflationary pressures.

While lower oil prices initially brought bond yields down, investor behavior transitioned to a “wait-and-see” 
approach. The market remained constrained by uncertainty regarding forthcoming inflation data and hawkish 
sentiment derived from recent Federal Reserve minutes. Consequently, the U.S. 10-year Treasury yield fluctuated, 
rising to 4.34% during the week, before closing at 4.29%. A similar holding pattern was observed in the inflation-
sensitive 1-year Treasury, which settled at 3.68%, showing negligible change for the week.

Minutes from the Federal Reserve’s March meeting, released this week, revealed a policy committee stuck between 
conflicting mandates, as the energy shock affects both growth and inflation. The uncertainty surrounding the 
magnitude and duration of the oil shock is not clear yet, and Fed officials have historically been inclined to look 
through temporary price shocks and pause on further rate changes as they wait for further data.

What data Fed officials saw this week was data characterized by a resilient but slowing U.S. economy, where 
robust headline hiring contrasts with mounting inflationary pressures and emerging signs of weakness within the 
service sector. March nonfarm payrolls recorded a net gain of 178,000 jobs, representing a significant rebound 
from February’s revised loss of 133,000 jobs and surpassing market expectations. While the unemployment rate 
fell slightly to 4.3%, this decrease was attributed to a contraction in the labor force rather than the overwhelming 
demand for new hires.

In contrast, ISM Services PMI data pointed to waning momentum in the service sectors, which accounts for around 
70% of U.S. economic activity. The headline Services PMI declined to 54.0 in March from 56.1 prior. While remaining 
in expansionary territory (above 50), the deceleration reflects mounting uncertainty among firms regarding persistent 
price increases and a shift toward cost control. The ISM prices paid index surged to 70.7 in March, the highest 
reading since 2022, while employment contracted to 45.2 from 51.8 prior reflecting a shifting trend for future hiring.
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