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The Trump administration's announcement in early April of much higher-than-expected tariffs 

has created a widespread climate of uncertainty that is likely to impact global economic growth 

in the months ahead. As a result, the statistics published for the first quarter are hardly 

representative of future trends, as most consumers and businesses acted in anticipation of the 

tariff announcement, leading to major distortions. In the United States, GDP fell by 0.3% 

annualized, due to a sharp increase in the trade deficit caused by soaring imports. Although 

growth in domestic consumption moderated, it remained firm, rising by 1.8%. In the Eurozone, 

GDP grew by 0.4%, double expectations, marking the fifth consecutive quarter of growth. 

However, surveys of European business leaders suggest that US tariffs will have a negative 

impact on business over the coming months. In China, GDP grew at an annual rate of 5.4%, 

thanks to an acceleration in exports prior to the introduction of the tariffs. Government 

authorities plan to mitigate the negative effects of the US tariff policy with additional fiscal 

stimulus measures. In Japan, tariff barriers are reducing the growth potential of the country's 

export-intensive economy. 

 

Although the downward trend in US inflation continued in March, it could be reversed in the 

coming months by price increases resulting from tariffs. Overall inflation fell from 2.8% in 

February to 2.4% in March, while inflation excluding energy and food dropped from 3.1% to 

2.8%. The personal consumption expenditure core price index, the Federal Reserve's 

preferred price indicator, fell from 3.0% to 2.6%. In the Eurozone, inflation is treading water. In 

April, the headline inflation rate remained unchanged at 2.2%. However, inflation excluding 

energy and food rose from 2.4% to 2.7%. 

 

The US Federal Reserve did not hold a meeting in April. In a speech in Chicago, Chairman 

Jerome Powell maintained his preference for a wait-and-see approach following the 

announcement of the tariffs, in order to better assess their impact on inflation and economic 

growth. In the eurozone, the European Central Bank cut its deposit rate by a further 25 basis 

points to 2.25%. The negative impact of US tariffs on European growth, the rising euro and 

low oil prices could prompt monetary authorities to lower their key rates again at their next 

meeting in June. 

 

In April, US government bond yields proved volatile, falling just after the announcement of the 

tariffs, then rising again as investors questioned the ultimate safe-haven status of US 

Treasuries in light of the new US administration's threatening practices towards trading 

partners. The subsequent announcement that most tariffs would be suspended for 90 days 

again led to an easing in long-term yields, which ended the month virtually unchanged. In the 

eurozone, bond yields eased due to the unfavorable impact of US tariffs on economic growth 
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on the old continent. The benchmark 10-year rate fell from 4.21% to 4.16% in the US, from 

2.74% to 2.44% in Germany, from 3.45% to 3.17% in France, from 3.87% to 3.56% in Italy and 

from 3.37% to 3.11% in Spain. Since the beginning of the year, the JP Morgan EMU 

Government Bond Index has gained 0.7%. 

 

Although stock markets were very volatile during April, they ended the month at levels almost 

unchanged from those at the end of March. Donald Trump's about-face, announcing tariffs on 

Liberation Day, April 2, only to suspend them partly for 3 months a few days later, explains the 

ups and downs in stock prices. The 4.1% decline in the MSCI All Country World Index Net 

Total Return, expressed in euros, was almost entirely due to the fall in the dollar. In local 

currency terms, the main stock market indices fell only slightly. The S&P 500 in the USA fell 

by 0.8% (in USD) and the STOXX Europe 600 by 1.2% (in EUR), while Japan's Topix rose by 

0.3% (in JPY) and the MSCI Emerging Markets index by 1.0% (in USD). In terms of sectors, 

consumer staples, utilities and industrials fell the least, while energy, healthcare and consumer 

discretionary posted the most notable declines. 

 

In April, the euro continued its rebound against the dollar, rising from 1.08 to 1.13. During the 

month, the euro-dollar exchange rate even reached 1.15, a new high since November 2021. 

The excessive use by the United States of its economic, financial and military power to put 

pressure on its trading partners seems to be jeopardizing the US dollar's status as the ultimate 

safe-haven currency. At the same time, the price of an ounce of gold continued to rise, even 

temporarily touching the 3,500 USD mark. Over the month as a whole, the price of an ounce 

of gold rose from 3124 USD to 3289 USD, an increase of 5.3%. The price of an ounce of silver, 

on the other hand, fell by 4.3% from 34.1 to 32.6 USD. 
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This document has been produced by BLI - Banque de Luxembourg Investments (‘BLI’), with 

the utmost care and attention. The views and opinions expressed herein are those of the 

authors and are in no way binding on BLI. The economic and financial information included in 

this publication is provided for information purposes only based on data known at the date of 

publication. This information does not constitute investment advice, a recommendation or 

inducement to invest, nor should it be construed as legal or tax advice. Each item of information 

should be used cautiously. BLI does not give any guarantee as to the accuracy, reliability, 

recency or completeness of this information. BLI cannot be held liable for the provision of this 

information or as a result of a decision taken by any person (whether or not that person is a 

client of BLI) based on this information, as each person remains solely responsible for their 

own decisions.  

Interested parties should ensure that they understand the risks inherent in their investment 

decisions and should refrain from investing until they have carefully assessed, in collaboration 

with their own professional advisers, the suitability of their investments for their specific 

financial situation, in particular with regard to legal, tax and accounting aspects.  

It should also be noted that past performance of a financial instrument is not a guide to future 

performance. 

 

 

 

 


