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Market Turmoil: Trump’s Trade War

President Donald Trump’s aggressive tariff policies have driven recent market volatility,
which have unsettled investors and cast a shadow over economic growth. While Trump
insists that tariffs are reinvigorating the US corporate world, markets have reacted with
sharp declines, reflecting deep-seated concerns about the economic consequences of his
trade war.

Since the start of 2025, the S&P 500 has fallen 4%, with wild fluctuations driven by the
administration’s unpredictable policy moves. The new tariffs, which now cover over $1
trillion worth of imports, have rattled corporations struggling to understand the
administration’s end goal. Is it about reshoring production, boosting federal revenue, or
tackling immigration and drug trafficking? The lack of clarity has heightened uncertainty,
delaying investment decisions and raising fears of a self-inflicted economic slowdown.

US businesses reliant on imported materials face rising costs, while consumers are beginning
to feel the pinch of higher prices. The University of Michigan’s consumer sentiment index
has slumped, erasing post-election gains as uncertainty mounts. Meanwhile, retaliatory
tariffs from key trading partners such as China, Canada, and the EU threaten US exporters.

Adding to market turbulence, Elon Musk's Department of Government Efficiency (DOGE) has
slashed tens of thousands of government jobs, further disrupting confidence. While some
investors still believe Trump’s policies will ultimately strengthen the economy, others warn
that the US is losing its edge. European markets have outperformed US indices this year, and
the dollar’s decline suggests waning investor faith in America’s economic exceptionalism.

As Wall Street grapples with the fallout from Trump’s aggressive trade stance, one thing is
clear: the optimism that defined the start of the year has been replaced by uncertainty,

volatility, and a growing sense that the president’s policies could do more harm than good.

UK Economy Contracts in January, Increasing Pressure on Reeves

The UK economy unexpectedly shrank by 0.1% in January, highlighting Chancellor Rachel
Reeves's challenges as she prepares for the March 26 Spring Statement. The decline, driven
by a weak production sector, fell short of economists’ expectations and signals continued
economic fragility.

Growth has stalled since mid-2024, with sluggish tax revenues and rising government
borrowing costs constraining Reeves’ fiscal options. She faces mounting pressure over
potential spending cuts, particularly to welfare, as she rules out further borrowing.
Meanwhile, Donald Trump’s escalating trade war is adding external strain, disrupting global
markets and increasing pressure for higher UK defence spending.



Businesses, already bracing for £40bn in tax hikes from April, warn of job cuts and further
economic slowdown. While services saw modest growth, manufacturing contracted by 1.1%,
and construction declined 0.2%, reinforcing concerns about broader economic weakness.

With the OBR expected to downgrade growth forecasts and the Bank of England likely to
hold rates at 4.5%, Reeves faces a delicate balancing act: reviving growth while maintaining

fiscal discipline in an increasingly uncertain economic climate.

China’s Economic Revival: A Boost to Consumption and Stock Markets

China’s stock market is showing signs of recovery, driven by a surge in the CSI 300 index,
which is up 1.8% year-to-date. This follows the Chinese government’s announcement of new
measures to boost consumption, aimed at reigniting consumer confidence. Key sectors,
including electric vehicles and consumer goods, have seen significant gains, with electric
vehicle maker BYD and drinks company Kweichow Moutai stocks rising by over 6% and 5%,
respectively.

These efforts come as China battles sluggish domestic spending and low inflation. The
government’s new policies focus on increasing household incomes and supporting the
struggling real estate sector. Investors remain hopeful, with growing interest in China’s Al
sector, which promises cheaper alternatives to U.S. counterparts. Despite concerns over the
country’s economic slowdown, these initiatives signal a move towards consumption-driven
growth. However, the full impact of these policies will depend on further structural reforms
and clarity on government support.

A Ceasefire in Sight?

U.S. President Donald Trump is set to hold pivotal talks with Russian President Vladimir Putin
tomorrow to discuss a potential ceasefire in the ongoing Russia-Ukraine war. The
discussions, which follow significant diplomatic groundwork over the weekend, are aimed at
brokering a 30-day truce to pave the way for an enduring peace deal. While Kyiv has agreed
to the ceasefire, Moscow has raised concerns over its terms, particularly regarding territorial
concessions and military limits. Putin has insisted that any deal must address the root causes
of the conflict, including the status of Crimea and NATO’s presence near Russia's borders.

The G7 has warned Russia of expanded sanctions if a ceasefire is not implemented,
signalling global pressure on Moscow. Meanwhile, Trump remains hopeful, describing recent
talks as "constructive" while pushing for a resolution that avoids further escalation.

The rouble has surged by nearly a third against the dollar this year, driven by speculation
that sanctions could be lifted if Trump’s negotiations bear fruit. While the market remains
cautious, hedge funds and brokers are eyeing opportunities in Russian bonds and non-
deliverable forwards (NDFs) as potential avenues for capital inflows back into the Russian
economy. These trades, though risky, reflect growing optimism that a ceasefire deal could
stabilize Russia’s economic situation.



However, the risks remain substantial. If Moscow rejects the ceasefire proposal, the U.S.
could impose further sanctions, potentially derailing the market’s recovery. The world now
waits to see if Russia is willing to engage seriously in negotiations, or if it will continue to
hold out for maximalist demands.

Dark Pools Go Darker

A decade after the dark pool trading controversy rocked Wall Street, these once-secretive
platforms are now offering an even more opaque method for executing trades: private
rooms. These exclusive, gated venues allow firms to control who they trade with, offering a
more discreet way to complete large orders without impacting market prices. While dark
pools were designed to hide trades from the public exchange, private rooms take that
secrecy one step further by ensuring that only select participants can engage in a given
transaction.

Private rooms have gained traction among hedge funds and market makers, with platforms
like IntelligentCross and OneChronos seeing volumes surpassing some rival dark pools.
Though still a small fraction of overall trading volumes, private rooms are growing rapidly,
offering a way to improve execution quality and avoid competition from faster market
players. However, their rise raises concerns over market transparency, as these rooms
contribute to phantom liquidity, making it harder to assess true market depth. As private
rooms become more common, calls for greater regulation are expected to grow.



