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The current status: By most measures, the economy is looking good. Consumer spending is
trending up, inflation is trending down, and the labor market is solid.

But several factors could alter that trajectory in the new year—here are three questions we’ll
be watching to get a sense of what retailers should expect in 2025.

What does Trump do? The Trump administration comes into office promising mass
deportation and across-the-board tariffs, which will likely cause inflation to accelerate.
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" Deporting more than 1 million workers, as President-elect Donald Trump proposes, could lead
to stagflation—slower economic growth with rising inflation.

* His tariff policies would severely hurt retailers that rely on overseas suppliers. Grocers would
face higher costs on items like coffee and avocados, as would retailers selling apparel,
electronics, and other products. These tariffs would reduce retailers' profits, and the
increased costs would be passed on to consumers. Retaliatory tariffs from other countries
could also harm US exports.

Will the housing market thaw? Record-high home prices and elevated mortgage rates have
created one of the most unaffordable housing markets in a generation. Only 2.5% of US
homes changed hands in the first eight months of 2024, the lowest rate in at least 30 years,
per Redfin.

" That’s had a trickle-down effect on retailers and brands ranging from Home Depot to Wayfair
to Sherwin-Williams.

* So far, the US Federal Reserve’s interest rate cuts have done little for mortgage rates, which
more closely track yields on 10-year Treasury bonds.

* That reflects investors’ concerns about Trump’s economic proposals, which would increase
the federal budget deficit by $7.75 trillion over the next decade, per the nonpartisan
Committee for a Responsible Federal Budget. As the government issues more bonds to
finance that spending, investors could demand higher yields, pushing mortgage rates higher.

What about antitrust regulation? Retailers are preparing for looser oversight under the
incoming Trump administration, which could unlock a wave of mergers and acquisitions in the
retail industry. Where President Joe Biden's administration was focused on how consolidation
affects consumer prices, a Trump presidency is more likely to view M&A as beneficial to
market competition.

* Rather than bring high-profile suits and test novel legal arguments, a Trump FTC will likely
adopt a narrower remit and favor settlements over lengthy court cases.

" But for all of Trump’s pro-business talk, he has given key roles in his administration to
outspoken opponents of Big Tech and corporate consolidation. Vice President-elect J.D.
Vance is a vocal supporter of FTC Chair Lina Khan and her approach to antitrust
enforcement.
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" While Trump’s presidency will undoubtedly be friendlier to large mergers like the Kroger-
Albertsons deal, that doesn't mean retailers should expect a cakewalk given some of his more
aggressive stances on antitrust during his first term and Vance’s potential influence on policy.

Trump's Tariff Plans Will Likely Drive Consumer

Costs Up and Decrease Spending Power

% change in US consumer prices and billions in lost

consumer spending power, by category and scenario,

Nov 2024
Scenario A* Scenario B**
%changein Lostconsumer | % changein Lostconsumer
consumer spending consumer spending

price power price power
Toys 26.3% $8.8 55.8% $14.2
Househeold 19.4% B6.4 31.0% $10.8
appliances
Footwear 18.1% $6.4 28.8% $10.7
Travel 13.0% $2.2 21.5% 339
goods
Apparel 12.5% $13.9 20.6% $24.0
Furniture 6.4% $8.5 9.5% $13.1

MNofe: *Scenario A represents a 10% tariff on all imports and an additional 0% tariff on

imports fram Ching; **Scenario B is o 20% tariff on all imports and an additional 100% tariff

on lmports from China

Source: National Retoil Federation (NRF), "Estimated Impacts of Proposed Tariffs on
Imports: Apparel, Toys, Furniture, Household Appliances, Foetwear, and Travel Goods™
prapared by Trode Fartnership Worldwide, LLC, Now 4, 2024
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This article is part of EMARKETER's client-only subscription Briefings—daily newsletters
authored by industry analysts who are experts in marketing, advertising, media, and tech
trends. To help you finish 2024 strong, and start 2025 off on the right foot, articles like this
one—delivering the latest news and insights—are completely free through January 31, 2025.
If you want to learn how to get insights like these delivered to your inbox every day, and get
access to our data-driven forecasts, reports, and industry benchmarks, schedule a demo with

our sales team.
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