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An Eventful 10 Days in the 2025 Tariff Tempest  
To say it was an eventful week or so in world trade policy would be a sizable understatement. Mid last week, US President 
Donald Trump announced a collection of “Liberation Day” tariffs on imports from around the world—the most sweeping hike 
since the 1930 Smoot-Hawley Tariff Act. What followed was several dizzying days of rhetoric, reciprocal tariffs and generally 
sleepless times for policy watchers. 
 
At midday on Wednesday, April 9, Trump announced that he would pause the reciprocal tariffs for 90 days to provide time for 
negotiations with a long list of trading partners. What remained in place, was the broad-based 10% Liberation Day tariffs across 
many countries. China, the notable exception, seems to be in the sharpest focus of the trade war. As of April 10, the US tariff on 
Chinese imports stood at 145%; on April 11, China raised its levy on US imports to 125%. 
 
Capital markets wrestled mightily to assess the fast-paced series of announced tariff measures and their impacts on the 
macroeconomic picture, markets, industries and companies. Aside from a furious rally when many tariffs were paused, global 
equities slumped, credit spreads have generally widened and the VIX index of US equity market volatility has stayed at lofty 
heights compared with earlier in 2025.  
 
What All This Means for the Macroeconomic Outlook 
The back and forth over specific tariff measures remains very fluid, but if the 10% universal tariffs stay in place, we think those 
policies, combined with cuts in US domestic spending and government jobs, would reduce growth in 2025 US GDP to 0.5%–
1.0%, with a substantial chance of recession. Our forecast for core CPI is 3.8%.  
 
We think the impending tariffs on top of recent economic data skew risks clearly to the downside going forward. The starting 
point for the US economy is strong, and if labor income continues to outpace inflation the US economy won’t collapse. If 
inflation expectations remain anchored, we expect 75 basis points in Fed interest-rate cuts this year, possibly more. 
 
While it appears for now that the most severe tariffs are unlikely to go into effect outside of China, we still think more tariff-policy 
changes are coming. Even if they don’t, damage has been done. Businesses and households are likely to pull back on 
investment and spending given the policy uncertainty, which will slow growth.  
 
The tariff impact certainly isn’t limited to the US. The European Union announced a 90-day pause of its retaliatory tariffs on 
many US goods on April 10. Still, the hit to growth is likely to be substantial versus a pre-tariff scenario. The euro area is again 
expected to face low growth or even recessionary risks from the effect of tariffs and undermined confidence. We expect the 
European Central Bank to cut policy rates to below 2% this year.  
 
China has been preparing for higher tariffs since 2018, but the scale of these levies will hurt its economy; the direct exposure of 
US exports to China’s GDP is 3%. US consumers may still bear a cost, because China is America’s primary consumer importer. 
China seems set to launch stimulus to offset the drag of tariffs. For the rest of Asia, even the added 10% tariffs will likely slow 
growth, and policy uncertainty will likely reduce the appetites of consumers and businesses for spending and investment. This 
could generally more than offset the positive effects of trade diversion to other Asian countries. 
 
The Key Variable Is Volatile: How Long and How High for Tariffs? 
It’s clear that attempts to judge the type, timing and magnitude of tariff measures are far short of precise. But given how wildly 
the overall tariff picture has been swinging, it’s prudent to lay out potential scenarios for the next three months. They range from 
a general breakdown in negotiations to an optimistic path. In the table on the following page, we sketch out storylines for a 
baseline scenario, an upside scenario and a downside scenario of how tariff negotiations might evolve.  
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How the Tariff Tempest Could Turn Out: Three Scenarios 

Scenario How Things Could Play Out Over the Next 90 Days 
Upside Scenario The US quickly reaches agreements with important trading partners: Europe, 

Canada and Mexico for example. Negotiations with other countries proceed well 
enough to give us confidence that the reciprocal tariffs won’t be imposed. 
Dialogue with China improves and we go back to the originally announced tariffs, 
with the hope that those will eventually be reduced, too. 

Baseline Scenario  Some negotiations are resolved, and some make enough progress that Trump 
announces further pauses in tariffs. It’s doubtful that 75 bilateral agreements will 
be reached, but if negotiations are going well enough to push back the reciprocal 
tariffs again, that should be enough. US/China tensions cool: no resolution is 
reached, but dialogue continues and at least a partial delay in the massive China 
tariffs is achieved. 

Downside Scenario Negotiations (ex-China) proceed slowly, with notable tension in US/Europe 
discussions. More product-based tariffs may be enacted and/or Trump may 
“suspend the suspension” if negotiations go badly with a particular country. With 
China, large moves in the CNY exchange rate would be a bad sign. So would an 
absence of dialogue: if there’s no discussion, there can be no resolution.   

Current estimates do not guarantee future results. 
As of April 11, 2025 
Source: AllianceBernstein (AB) 

 
Of course, tariffs are only part of what will determine the path of the US economy—and other economies. Many variables will 
come into play, though for now tariffs are the biggest factor. While there’s a lot of uncertainty around that variable right now, if 
we had to put a number on the potential outcomes for the US economy at this juncture, we’d assign a 20% chance to “all is 
well,” a 50% chance to a slowdown and a 30% chance to a recession.
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INVESTMENT RISKS TO CONSIDER 
The value of an investment can go down as well as up and investors may not get back the full amount they invested. 
Capital is at risk. Past performance does not guarantee future results. 

Important Information 
The views expressed here may change at any time after the date of this publication. This document is for informational 
purposes only and does not constitute investment advice. AllianceBernstein L.P. does not provide tax, legal or accounting 
advice. It does not take an investor’s personal investment objectives or financial situation into account; investors should discuss 
their individual circumstances with appropriate professionals before making any decisions.  

This information should not be construed as sales or marketing material, or an offer or solicitation for the purchase or sale of 
any financial instrument, product or service sponsored by AllianceBernstein or its affiliates. References to specific securities are 
presented to illustrate the application of our investment philosophy only and are not to be considered recommendations by AB. 
AllianceBernstein and its affiliates may have positions in, and may effect transactions in, the markets, industry sectors and 
companies described herein. 

Note to All Readers: The information contained here reflects the views of AllianceBernstein L.P. or its affiliates and sources it 
believes are reliable as of the date of this publication. AllianceBernstein L.P. makes no representations or warranties 
concerning the accuracy of any data. There is no guarantee that any projection, forecast or opinion in this material will be 
realized.  Note to Readers in Canada: AllianceBernstein provides its investment-management services in Canada through its 
affiliates Sanford C. Bernstein & Co., LLC and AllianceBernstein Canada, Inc. It should not be construed as advice as to the 
investing in or the buying or selling of securities, or as an activity in furtherance of a trade in securities. Note to Readers in the 
United Kingdom and Europe: For Investment Professional use only. Not for inspection by, distribution or quotation to, 
the general public. Note to Readers in the United Kingdom: This information is issued by AllianceBernstein Limited, 60 
London Wall, London, EC2M 5SJ. Registered in England, No. 2551144. AllianceBernstein Limited is authorised and regulated 
in the UK by the Financial Conduct Authority. Note to Readers in Europe: This information is issued by AllianceBernstein 
(Luxembourg) S.à r.l. Société à responsabilité limitée, R.C.S. Luxembourg B 34 305, 2-4, rue Eugène Ruppert, L-2453 
Luxembourg. Authorised in Luxembourg and regulated by the Commission de Surveillance du Secteur Financier (CSSF). Note 
to Readers in Switzerland: This information is directed at Qualified Investors only.  Issued by AllianceBernstein Schweiz AG, 
Zürich, a company registered in Switzerland under company number CHE-306.220.501. AllianceBernstein Schweiz AG is a 
financial service provider within the meaning of the Financial Services Act (FinSA) and is not subject to any prudential 
supervision in Switzerland. Further information on the company, its services and products, in accordance with Art. 8 FinSA can 
be found on the Important Disclosures page at www.alliancebernstein.com  Note to Readers in Japan: This document has 
been provided by AllianceBernstein Japan Ltd. AllianceBernstein Japan Ltd. is a registered investment-management company 
(registration number: Kanto Local Financial Bureau no. 303). It is also a member of the Japan Investment Advisers Association; 
the Investment Trusts Association, Japan; the Japan Securities Dealers Association; and the Type II Financial Instruments 
Firms Association. The product/service may not be offered or sold in Japan; this document is not made to solicit investment.  
Note to Readers in Australia and New Zealand: This document has been issued by AllianceBernstein Australia Limited (ABN 
53 095 022 718 and AFSL 230698). Information in this document is intended only for persons who qualify as “wholesale 
clients,” as defined in the Corporations Act 2001 (Cth of Australia) or the Financial Advisers Act 2008 (New Zealand), and is 
general in nature and does not take into account any person’s objectives, financial situation or needs. Note to Readers in 
Hong Kong: For Institutional Investor and Financial Advisor use only. Not for inspection by, distribution or quotation to, the 
general public. This document is issued in Hong Kong by AllianceBernstein Hong Kong Limited (聯博香港有限公司). This 
document has not been reviewed by the Hong Kong Securities and Futures Commission. Note to Readers in China: This 
information contained here reflects AllianceBernstein Hong Kong Limited (“AB”) or its affiliates and sources it believes are 
reliable as of the date of this publication. This presentation has been provided to you for the sole use in a private and 
confidential meeting. AB makes no representations or warranties concerning the accuracy of any data. There is no guarantee 
that any projection, forecast or opinion in this material will be realized. Past performance does not guarantee future results. The 
views expressed here may change at any time after the date of this publication. This presentation is for informational purposes 
only and does not constitute investment advice. AB does not provide tax, legal or accounting advice. In considering this 
material, you should discuss your individual circumstances with professionals in those areas before making any decisions. This 
presentation or any information contained or incorporated by reference herein does not constitute an offer to sell or the 
solicitation of an offer to purchase any financial instrument, product or service sponsored by AB or its affiliates within the 
People's Republic of China ("PRC", for such purposes, excluding Hong Kong, Macao and Taiwan). Note to Readers in 
Vietnam, the Philippines, Brunei, Thailand, Indonesia and India: This document is provided solely for the informational 
purposes of institutional investors and is not investment advice, nor is it intended to be an offer or solicitation, and does not 
pertain to the specific investment objectives, financial situation or particular needs of any person to whom it is sent. This 
document is not an advertisement and is not intended for public use or additional distribution. AllianceBernstein is not licensed 
to, and does not purport to, conduct any business or offer any services in any of the above countries. Note to Readers in 
Malaysia: For Institutional Investor and Financial Advisor use only. Not for inspection by, distribution or quotation to the general 
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public.  Nothing in this document should be construed as an invitation or offer to subscribe to or purchase any securities, nor is 
it an offering of fund management services, advice, analysis or a report concerning securities. AB is not licensed to, and does 
not purport to, conduct any business or offer any services in Malaysia. Without prejudice to the generality of the foregoing, AB 
does not hold a capital-markets services license under the Capital Markets & Services Act 2007 of Malaysia, and does not, nor 
does it purport to, deal in securities, trade in futures contracts, manage funds, offer corporate finance or investment advice, or 
provide financial-planning services in Malaysia. Note to Readers in Singapore: For Institutional Investor and Financial Advisor 
use only. Not for inspection by, distribution or quotation to the general public. This document has been issued by 
AllianceBernstein (Singapore) Ltd. (“ABSL”, Company Registration No. 199703364C). AllianceBernstein (Luxembourg) S.à r.l. 
is the management company of the Portfolio and has appointed ABSL as its agent for service of process and as its Singapore 
representative. AllianceBernstein (Singapore) Ltd. is regulated by the Monetary Authority of Singapore. This advertisement has 
not been reviewed by the Monetary Authority of Singapore. 
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