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The world has completely 
changed in the last few days. 
Tariffs were a known entity, 
with 10% being the expected 
blanket rate, maybe even 20%. 
What was unexpected was the 
incremental tariffs Trump has 
levied on top of these rates.

Bangladesh, Cambodia, Laos 
and Vietnam have been 
heavily targeted as they are 
all countries that became 
manufacturing hubs for global 
corporations to allow them to 
continue supplying the US when 
tariffs were levied on China by 
Trump during his first term. These 
countries’ trade surpluses with 
the US are purely because they 
are supply hubs – they are poor 
economies structured around 

subsistence living; they can’t 
afford to start buying US goods 
and tariffs won’t change this.

In implementing tariffs ‘round 
two’, Trump has completely 
upended the global supply 
chain. The ramifications of this 
should not be underestimated. 
Mexico and Canada were 
excluded from the list only 
because they already had 25% 
tariffs in place on certain items. 
US consumers now face huge 
supply chain impacts and the 
US retail sector looks like it will be 
destroyed.

Markets were expecting a 
negotiation; the reality has been 
reciprocal tariff responses from 
China and Canada so far, but 
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with the Eurozone preparing if negotiation 
fails. The escalation we all feared is starting 
to come through, rapidly pulling the US 
from a state of exceptionalism to facing 
stagflation and a 50/50 chance of recession. 
The ‘flation’ part of stagflation is perhaps 
the most pressing concern as we wait for 
countries around the world to mount their 
responses. 

For fixed income markets, it means more 
uncertainty. We were waiting on the tariff 
news in hope of a watershed moment, but 
the reality has been the opposite – more 
uncertainty and volatility. 

Markets are currently pricing in at least four 
US interest rate cuts in 2025, flat-to-negative 
growth and inflation at 4%1. If growth does 
tank, then Powell will have to cut rapidly 
and deal with the inflation consequences 
later. For the time being, we’d expect him 
to remain neutral and walk a very fine line to 
support financial markets without losing the 
Federal Reserve’s discipline and mandate 
on growth and inflation. In Europe, three or 
four cuts also look likely this year. Although a 
possibility, a cut later this month from either 
the Federal Reserve or European Central 
Bank seems pre-emptive, as we still don’t 
know what the permanence of these tariffs 
might be or how the negotiations will go. 
Escalation from here is a real concern.

Another worry is liquidity. We have now seen 
a step-change in risk and high-yield/cash 
has sold off. The danger is that ETFs could 
begin to sell assets, which would have the 
knock-on effect of yield beginning to move 
wider. 

We are derisking our portfolios and 
transitioning to more conservative 
positioning. Our short-term view is things 
could get worse before they get better. 
Investment managers everywhere are 
trying to recalibrate the direction of travel 
for the world’s economies and for risk. With 
all prior bets off, we must become more 
conservative in the short term but remain 
constructive enough to keep in mind we 
could see a negotiated settlement to all 
this, albeit in several months. The result 
of this would be the economic cycle is 
brought to an abrupt end much earlier than 
anticipated and the subsequent flush-out 
should create investment opportunities. But 
for now, we must hold on tight and adopt 
caution as this wild ride plays out.

1 Bloomberg, 7 April 2025.
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IMPORTANT INFORMATION

This marketing material contains or may incorporate by reference information concerning certain collective 
investment schemes (“funds”) which are only available for distribution in those jurisdictions and countries in 
which they are registered.  It is for your exclusive use only and it is not intended for any person who is a citizen 
or resident of any jurisdiction where the publication, distribution or use of the information contained herein 
would be subject to any restrictions.  It may not be copied or transferred. 

This material is provided for information purposes only and shall not be construed as an offer or a 
recommendation to subscribe, retain or dispose of fund units or shares, investment products or strategies. 
Before investing in any fund or pursuing any investment strategy, potential investors should take into account 
all their characteristics or objectives as well as consult the relevant legal documents. Potential investors are 
recommended to seek prior professional financial, legal and tax advice. The taxation position affecting 
investors in each jurisdiction is outlined in the Prospectus.  The sources of the information contained within 
are deemed reliable. However, the accuracy or completeness of the information cannot be guaranteed 
and some figures may only be estimates. In addition, any opinions expressed are subject to change without 
notice. There is no guarantee that objectives and targets will be met by the portfolio manager. 

All investment involves risks, returns may decrease or increase because of currency fluctuations and investors 
may lose the amount of their original investment. Past performance is not indicative or a guarantee of future 
returns. 

This communication may only be circulated to Eligible Counterparties and Professional Investors and should 
not be circulated to Retail Investors for which it is not suitable.

Issued by: In the UK: Mirabaud Asset Management Limited which  is authorised and regulated by the Financial 
Conduct Authority (FRN: 122140). This product is based overseas and is not subject to FCA sustainable 
investment labelling and disclosure requirements. This document has been approved for the purposes of 
Section 21 of the Financial Services and Markets Act 2000, by Mirabaud Asset Management Limited at the 
date of publication. Any Mirabaud Funds referenced herein (unless otherwise stated) are to “recognised” 
schemes that are registered for distribution under the Financial Services & Markets Act 2000 (as amended). 
Potential investors in the United Kingdom are advised that none of the protections afforded by the United 
Kingdom regulatory system will apply to an investment in these Funds and that compensation will not 
generally be available under the Financial Services Compensation Scheme and that access to the UK 
Financial Ombudsman Scheme may be limited. In Switzerland: Mirabaud Asset Management (Suisse) SA, 29, 
boulevard Georges-Favon, 1204 Geneva, as Swiss representative. Swiss paying agent: Mirabaud & Cie SA, 
29, boulevard Georges-Favon, 1204 Geneva. In France: Mirabaud Asset Management (France) SAS., Spaces 
54-56, avenue Hoche, 75008 Paris. In Luxembourg, Italy and Spain: Mirabaud Asset Management (Europe) 
SA, 6B, rue du Fort Niedergruenewald, 2226 Luxembourg. The Prospectus, the Articles of Association, the Key 
Information Document (KID) as well as the annual and semi-annual reports (as the case may be), of the funds 
may be obtained free of charge from the above-mentioned entities and on the webpage: https://www.
mirabaud-am.com/en/funds-list/.Further information on sustainability is available at the following link: https://
www.mirabaud-am.com/en/responsibly-sustainable.


