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Tariffs: Tyranny of “Liberation”
Assessing Threats & Anticipating Turmoil

April 2025Photo Credit: The White House website

Quotable quotes from “Fight Club”

“Losing all hope was , freedom.”

“It’s only after we’ve lost 
everything that we’re free to do 
anything.”

“Without pain, without sacrifice, 
we would have nothing.”         
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Trump 2.0 Tariffs  - Threats & Turmoil

1. Tariff Shock & Psyche: Reciprocal Hit, Sectoral Protectionism & Axe (to Grind!)

2. Resolution Challenged: Bad Math Hard to Reason, Harder to Resolve

3. Miscalculations: Impossible Trinity, Asymmetry of Risks & Evolving China Calculus

4. Beyond Trade: Security & Insecurity Complicate Tariff Resolution

5. US-China Fragmentation: Technology & Trade (Supply-Chain) Flows  “US+1”?

6. Splintering: Divergent Price Shocks Outcomes & Convergent Income Shocks 

a) “Fed Put” Delayed, “Trump Put” Not Unequivocal  Rates-Equities Trade-Off

b) Asia’s Central Banks Face Trade-Offs in the Interim

7. Rates: Softer Rates &Wider Spreads

8. FX: 

a) USD Losing its Tariff Mojo may be Overstated

b) CNH & AXJ Subjected to More Discernible Downside Risks Regardless
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1 (i). Trump 2.0 Tariffs: Multi-Dimensional Uncertainty

Tariffs

Reciprocal

- Tariff Imbalance
- VAT
- Non-Tariff Barriers
- FX

Non-Trade

- Fentanyl
- Illegal 
Immigrants

Sectoral

-Steel
- Aluminum
- Autos
- Pharma

Lack of clarity on the 

(cross-) application. But 

without express exemptions, 

baseline assumption is that 

various tariffs are additive. 

Trump 2.0 “Escalation Deterrence” Risks

 Trump’s approach on tariffs has hallmarks of

“escalation deterrence” - the capability and 

commitment to respond with escalating force.

 So, disproportionate US tariff threats and 

retaliation is par for the Trump 2.0 course.

 But problem is, “escalation deterrence” is 

misapplied to trade policies, meant to be 

collaborative, not combative. 

 Crucially, “escalation deterrence” works best 

if backed by disproportionately superior 

capabilities. Whereas US-global trade is a case 

of mutual dependence .

 Above all, mounting risk of (US-China) 

miscalculation points to the threat of spiraling 

economic pain for all.

 Upshot: “Escalation deterrence” is a reckless 

game for the US to play.
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1 (ii). Tariffs Come to a Head: Reciprocal Tariffs Hit Hard

 Reciprocal tariffs with a baseline 

(minimum for any country) of 10%.

 Elevated uncertainty amid threats of 

escalation threaten global demand. 

 Opaque & Misguided reciprocal 

tariffs complicate path to dial back.

 Asia hard-hit. Notably, ASEAN as 

“China + 1” hedge is challenged.

 AXJ Pressures: AXJ pressures may 

persist despite softer USD, as demand 

shock, China spillover & FDI 

holdback flag disproportionate pain.

 UST Curve Temporarily Flatter & 

Sticky: UST yields may be flatter 

initially (bets on front-loaded price 

shocks for US followed by adverse 

income drag). Accordingly, initial Fed 

restraint giving way with a lag result 

in distinctly softer yields further out.
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1 (iii). “Reciprocal” Ideology Complex by Nature

Reciprocal

Tariff Imbalance

VAT

FX Polices

Non-Tariff 
Barriers

China’s tit-for-tat 

34% retaliation

elicits counter-

retaliation of 

additional 50%.
(i.e. 34%+50% adding 

on to pre-existing 20% 

to make 104%)
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1 (iv). Obfuscated/Obstructed by a Plethora of Hard-to-Quantify Considerations

Non-Tariff 
Barriers

Imports Policies

Sanitary/Phyto-
sanitary Measures

Technical Barriers 
to Trade

Government 
Procurement

IP Protection

Services 
Barriers

E-Commerce 
Barriers

Investment 
Barriers Subsidies

Anti-
Competitive 

Practices

State-
Owned 

Enterprises

Labour
Barriers

Environmental 
Barriers

Other 
Barriers
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2. But the Math is a Bad Faith Greek Tragedy!

The Implied Resolution is to;

Buy/Import A Lot More US Goods or; 

Export/Sell Significantly Less to the US.

Reveals Trump’s Simplistic, Bottom-line View

of Trade as Profit (Surplus) & Loss (Deficit)

Inclusion of “greeks” accounting for elasticities & pass-

through a sloppy cover for bottom-line driven tariff assault.
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3 (i). The Impossible Trinity of Trump Tariffs

Fiscal 
Revenues

Geo-political 
Leverage

Trade-
Industrial 

Rebalancing

 One (Tariff) Tool, Many Objectives Apart from the obvious motivation to force trade/industrial re-balancing and 

supply-chain relocation (to the US), tariffs also pursue geopolitical leverage and to raise fiscal revenues. 

 Conflicting Objectives: Conflict in objectives. Fiscal revenues argue for steady, wide and steep tariffs. Leverage

prioritizes non-trade deal-making (that entails rescinding on tariffs) and trade rebalancing requires strategic nuance.

 Conflicting Objectives: Acute tariff uncertainty results from the one tariff tool is being exploited for multiple 

objectives. , undermines a path to quick resolution. 

Tariffs

Certainty

Dispensability

Broad-based

Targeted/Strategic

Nuanced & 

Calculated

Sweeping 

& Unfazed
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3 (ii). & the Asymmetric Inclinations Tilted Against China+

Fiscal 
Revenues

Geo-political 
Leverage

Trade-
Industrial 

Rebalancing

 Heightened Tariff Uncertainty: Inherent conflict entailed in the three objectives heighten tariff-related uncertainty.

 Recognizing Differentiated Tariff Risks: Crucially, a more pronounced country/bloc-specific emphasis.

 Trade/Industrial Rebalancing Bent for China-Asia: Conceivably, a more emphatic Trade-Industrial Rebalancing bent

of stickier tariffs may apply for China, spilling over into Asia, given the geo-economic rivalry. 

 Leverage Bias for North American: In contrast, supply-chain dependencies may dictate a greater degree of leverage 

angle on North American tariffs, which may be primed for dial-back.

 China Complex-North American Divergence: As a result of which, a more prominent divergence in the tariff 

threats/resolution between China-Asia complex and North America may emerge.

Tariffs

China + MCA

Sector-

Based

Europe
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3 (iii). Lingering Tariff Risks: China-Linked Risks Elsewhere Not Eradicated

ASEAN Risk 
Determination

Enabler of 
China

Trade Risks 
Escalate

Substitute for 
China

Trade Risks 
Subside
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4. Tariff Not Just about Trade  Pure Trade Imbalance Analysis Misguided

* The pursuit of mineral security entails both the invocation of the DPA alongside the National Energy Emergency to boost domestic mineral production as 

well as external mineral acquisition such as the Ukrainian Minerals deal.

** The National Energy Emergency covers energy and critical minerals. And it falls under the wider umbrella of the National Emergencies Act (NEA) that 

covers 117 emergency statutes.

*** The National Energy Dominance Council (NEDC), established on 14th Feb 2025, is Chaired by the Secretary of Interior, with the Energy Secretary as 

Vice Chair. Some of the key members of this Council the Secretaries of Treasury, Defense, Agriculture, Commerce, Transportation, Attorney General and 

the Environmental Protection Agency (EPA) Administrator (see “Sec. 3. Membership” below for the full Council Membership).
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4. Miran & (so-called) Mar-a-Lago Accord

Miran’s paper 
[638199_A_Users_Guide_to_Restructuring_the_Global_Trading_System.pdf

]

ASEAN Risk 
Determination

Enabler of 
China

Substitute for 
China

https://www.hudsonbaycapital.com/documents/FG/hudsonbay/research/638199_A_Users_Guide_to_Restructuring_the_Global_Trading_System.pdf
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4. Miran & (so-called) Mar-a-Lago Accord  Evolving Risks
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5 (i). US-China Risks Could Splinter Global Trade



15 |   Private and confidential

5 (ii). US-China Fragmentation Could Force Some Dislocations & Demarcation

ZSG: Zero Sum Game
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5 (iii). Key Fragmentation Outcomes

Fragmentations 
Risks

Trade Bloc 
Fragmentation

Asia Disinflation: China 
Overcapacity/Deflation 

Spills Over

ASEAN: “China +1” 
Allure Diminished

“US + 1” Could become 
a Theme

Technology 
Fragmentation

Green Technology 
Away from China’s 

Dominance

Internet Platforms 
Diverge distinctly

A.I. Chips, Comms on 
parallel platforms



17 |   Private and confidential

5 (iv). The Price of US Security

 Undeniable security lens to increasingly extractive approach of antagonistic (trade), isolationist (geo-politics) US. 

 Bottom-line: The price of US security will have to be borne more widely across global economies – by trade 

partners, allies, and adversaries alike – albeit arguably differentiated.

 The so-called Mar-a-Lago” Accord^ warns “burden sharing” by means of sweeping tariffs aimed at re-ordering 

international economic relations followed by financial rent-seeking.

 There are three key dangers associated with this. First, the transactional security angle driven by narrowly 

defined self-interest could result in greater geo-political and/or conflict threats. 

 Specifically, the resultant exacerbation in global trade and security fragmentation will inevitably bloat debt-

funded infrastructure, military, and social (fiscal) spending elsewhere, led by Europe. 

 Second, the threat of financial “confiscation” from US reserve asset allocation could lead to further 

compositional shifts in reserve asset allocation at the margin to the benefit of non-fiat alternatives.

 But this will be a far cry from wholesale shift away from US reserve assets (and corresponding USD dominance) 

given binding limitations on viable fiat alternatives (assets denominated in other currencies)on a risk-adjusted basis. 

 Finally, the inextricable “security” dimension in determining “burden sharing” suggests economies most 

prominently in the orbit of/ reliant on, China could be subject to greater risks of enduring US economic assault.

 Notably, Vietnam and Thailand feature as prominent risks in ASEAN. 

 Taiwan and Korea not spared either on bilateral exposures. 

 Especially given profound “upstream China risks” (sanctions by US) given >20% exports reliance on China..

 Five discernible macro/asset market themes that could arise are; 
i. durable boost to Gold and other hard assets; 

ii. structural and differentiated (risk re-pricing) increase in global term premium that persists

iii. accentuated downside volatility in CNH and AXJ that lingers, and more so vis-à-vis other global currencies;

iv. far more differentiated AXJ outcomes dependent on variable US tariff/financial risks (that accentuate onshore 

peculiarities) and;

v. China deflation risks with higher probability of spill-over AXJ dis-inflation. 
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6a. Fed/Trump Put Neither Imminent nor Unambiguous

Crises Markets

GFC (2008) 

‘Dot Com” (2000)
Crises Markets

GFC (2008) 

‘Dot Com” (2000)
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6 (i). Splintering: Inflation Divergence Leads

• Re-emergence of negative Asia-US 

inflation spreads.

• Arguably, cyclically overstated given 

subsidies and temporary factors that 

flatter Asia’s dis-inflation vis-à-vis US.

• Nonetheless, trend is worth monitoring

given that US-China geo-economic forces 

could divert China’s spare capacity to 

Asia.

• Consequently, structurally pressuring Asia-

US inflations spreads.

• But AXJ may not benefit from modest 

from the advantageous Asia-US inflation 

dynamics as trade risks overwhelm.

• Fact is, overriding policy and geo-

political risks could pressure AXJ.
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6 (ii). Splintering: Adverse Income Shock Convergence

• Especially as relatively more dovish central banks in Asia initially.  At least until as global income shocks 

trigger dovish Fed convergence as worse case Trump Tariff Turbulence asserts. Especially as the threat 

of adverse income shocks mount. 

• Global policy divergence from elevated tariff uncertainties, relative Fed restraint accentuate central 

bank trilemma; requiring sharp trade-offs between interest rates, exchange rates and capital flows.

• This necessitates that Asian central banks have to strike a delicate balance between shifting economic 

and macro/FX stability risks. Prevailing FX risks/volatility will sway policy decisions.

Pre-retaliation Forecasts
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7. Front-Loading Not Necessarily Forestalling “Too High for too Long”

Front-Loaded 100bp in 2024 May Not Cut It
• The Fed’s 100bp of cuts in 2024, initiated with 50bp Sep cut, signals front-loaded easing.
• But real rates remain (too) elevated. So early-2025 policy is more “skip” not “pause”.
An Overly Hawkish (Dot) Plot for 2025-26
• Barring significant inflationary shocks, 50bp each for 2025 and 2026 is too little to insure “Goldilocks”.
• “Sticky” inflation merely tempers but doesn’t derail path back lower “neutral”.
Rate Cuts to Cluster Around Mid-2025
• Expect faster cuts into late-2025, with some 75-100bp on the cards, to lower rates to ~3%.
• And then, some more by ~50bp later in 2025 if as risks to soft-landing re-emerge amid elevated real rates.
More Distinctly Dovish Leg Not Ruled Out
• Scope for distinctly dovish 2025 back-end if jobs/demand deteriorate too sharp for a "controlled landing”.
Premise: Consumer Slowdown, Not Crisis
• Deeper cuts are premised on sharper consumption slowdown as cash-flows tighten a not-so-soft landing.
• And not a crisis from a balance sheet shock – for which far deeper and larger rate slashing will be required.

Outcomes: Lower Yields + Distinctly Steeper Curve + Long-end Fiscal Volatility

Pronounced 

Steepening

Conditional
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8 a (i). USD Bulls Not Unscathed, But Not All Tariff Mojo is Lost

• USD’s Tariff Boost Challenges Haven 
Allure: Intuitive idea that Trump 
tariffs boosts USD at the expense of 
trade-reliant counterparts 
challenged, suspending haven allure.

• USD Not Unscathed: DXY pullback 
rightly concedes that tariffs are not 
exclusively one-sided, to the 
exclusion of US. Arguably, pricing in 
impact of retaliatory tariffs.

• Low-Hanging Fruits: USD recoil from 
rich valuations, “low-hanging 
fruits”. Especially with undervalued 
EUR & JPY. But hasty, if not negligent, 
to assume persistent, one-way USD.

• AXJ Compromised: What’s more, it is 
evident that AXJ have struggled to 
exploit corresponding, USD pullback, 
suggesting USD may retain premium 
vs. trade-sensitive FX.
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8a (ii). AXJ: Full Reversion of AXJ may be Challenged

• USD Bears Must Watch Their Backs: Longer, 
(late-2025/early-2026). non-linear path to 
mellower USD* Premature, one-way bearish 
USD bets are vulnerable to painful squeeze.

• Trading Risks & Trafficking in Fear: Potential 
for even more pronounced USD slump
neither linear nor guaranteed amid 
exceptional geoeconomic threats.

*
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8a (iii). USD Tail Risks Via Unilateral & Multilateral Options Not to be Ignored
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8b (i). AXJ: Downside Risks Intact; Traction Contingent on Materially Softer USD

Pre-retaliation Forecasts
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8b (ii). FX - CNH Beta: Expect AXJ Volatilities to be Heightened & Fluid
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Reciprocal Tariffs: Silver-Lining of Dial-Back Potential Supplanted by “Liberation” Shock
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USD Policy Tensions  Soft-Landing for USD Cool, Not Crash

USD

Dominance

Reserve 
Currency

Financial 
Stability

Denomination

Competitiveness

Trade

Tail Risk:

Plaza-Lite/Mar-

a-Lago Accord?


