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R&R Weekly Column 
By Brunello Rosa 

In February 1972, US President Richard Nixon made a historical trip to China, in which he met mainly with the Premier Zhou Enlai, but 

also had the chance of meeting with the Chairman Mao Zedong and other dignitaries of the Chinese Communist Party. In his own 

recollection,  “Nixon's trip to China in 1972 ended twenty-five years of isolation between the United States and the People's Republic 

of China (PRC) and resulted in the establishment of diplomatic relations between the two countries in 1979.” 

The rationale of the trip was to open a wedge between the two communist countries of the time, the senior partner of which was the 

Soviet Union, and the junior partner being China, which was then still much poorer and under-developed. We have recently discussed 

why the recent opening that the current US President Trump has made to Russian President Vladimir Putin cannot be considered a re-

edition of that trip in reverse, for a variety of reasons. 

What really matters here is what happened after that trip. First, in 1973 Nixon ended the Bretton Woods agreement that was in place 

since 1944, ending the anchoring of the US dollar to gold. This meant currencies started fluctuating and their relative value was 

determined by market participants rather than by governments. Second, the US, under the Republican leadership of Nixon and (from 

August 1974) Gerald Ford, began a series of market-oriented reforms that would distribute income more towards profits and less to 

labour. These were continued by Ronald Reagan in the 1980s. 

Third, after the death of Mao in 1976, a new, reformist generation of leaders, led by Deng Xiaoping, took the helm of the Communist 

Party of China and initiated a series of market-oriented reforms that led to a massive increase in economic activity. China entered the 

global economy at the same time as the US was promoting a liberalisation of markets. For this reason, Nixon’s trip to China has been 

widely regarded as the beginning of the most recent phase of “globalisation.” 

Fast forward 53 years to the present, and another highly divisive figure, Donald Trump, has just adopted a series of actions, culminating 

in the announcement of April 2nd, that has put an end to this preceding phase of globalisation. The raft of tariffs announced on 

“liberation day” has led to a strong reaction in many countries, including China which announced retaliatory counter-tariffs of 34% on 

all US imports. Markets have reacted in turn with a sharp sell-off, which has shed trillions of dollars in market capitalisation around 

the globe, as equity price anticipate the nasty combination of higher inflation, lower economic activity, and reduced global trade given 

rising protectionism and a potential trade war. In fact, the probability of a recession in the US in 2025 has risen above 50% (to 60%, 

according to JP Morgan). And if a recession hits the US, it is likely that it will spread to other countries around the globe.  

After this disaster, what will happen next? Will Trump retreat and de-escalate, or will he double down and escalate further? The most 

influential member of the government in favour of the “escalate to de-escalate” approach is Scott Bessent. But there are rumours that 

Bessant is considering leaving the administration. Negotiators from various countries, including the EU, are going to the US to try to 

reduce the tariffs the US administration has imposed. But countries with more leverage, such as China, know that they can inflict pain 

on Trump and the US by resisting short-term pressure. If the US goes into a recession, Trump will likely lose the mid-term elections 

and become a lame duck. At that point his dream of making MAGA a permanent feature of the US political environment, let alone 

exporting the movement to other countries, would be dead on departure.  
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Looking Ahead 

The Week Ahead: Inflation To Ease Off In US And Germany; Retail Sales To Increase In EZ  

In the US, in March, headline and core inflation rate eased off to 2.6% y-o-y (p: 2.8%) and 3.0% y-o-y (p: 3.1%). In April, Michigan 

Consumer Sentiment is seen decreasing to 54.5 (p: 57.0).  

In the EZ, in February, retail sales are expected to increase by 1.8% y-o-y (p: 1.5%). Among the largest EZ economies, in March, 

headline inflation rate is likely to cool off slightly to 2.2% y-o-y (p: 2.3%) in Germany.  

In the UK, in February, IP is seen rising by 0.1% m-o-m (p: -0.9%).   

The Quarter Ahead: EU To Strike Back At Trump Tariffs; Iran Dismisses Direct Talks With The US As 'Meaningless”   

The EU plans to approve retaliatory tariffs on $28 billion of US goods, responding to Trump’s sweeping trade measures. Starting 

Wednesday, 70% of EU exports to the US face new tariffs. The European Commission will propose targeted tariffs on US goods 

Monday in response to Trump’s steel and aluminum duties, avoiding broader reciprocal measures.  

Middle East: Gulf states and Turkey, which host US bases, have been warned by Iran that any support for a US attack would be seen 

as hostile. While rejecting direct talks with the US, Iran remains open to indirect negotiations via Oman, aiming to gauge 

Washington’s seriousness about a political solution. Iran’s currency hits record low against the dollar amid rising tensions with the 

US.  

Last Week’s Review 

Real Economy: US Unemployment Increased; EZ Inflation Eased Off; Composite PMI Rose In DMs  

In the US, in March, unemployment rate increased to 4.2% (c: 4.1%; p: 4.1%). NFPs rose by 228K (c: 135K; p: 117K). In March, S&P 

Global Manufacturing PMI is decreased to 50.2 (c: 49.8; p: 52.7), Services PMI increased to 54.4 (c: 54.3; p: 51.0). Composite PMI 

rose to 53.5 (c: 53.5; p: 51.6).    

In the EZ, in March, headline and core inflation rate eased off to 2.2% y-o-y (c: 2.3%; p: 2.3%) and 2.4% y-o-y (c: 2.5%; p: 2.6%). In 

February, unemployment rate edged down to 6.1% (c: 6.2%; p: 6.2%). In March, HCOB Manufacturing and Services PMIs increased 

to 48.6 (c: 48.7; p: 47.6) and to 51.0 (c: 50.4; p: 50.6). Composite PMI rose 50.9 (c: 50.4; p: 50.2). Among the largest EZ economies, 

in March, headline inflation rate rose by 2.0% y-o-y (c: 1.6%; p: 1.6%) in Italy.  

In the UK, in March, S&P Global Manufacturing PMI decreased to 44.9 (c: 44.6; p: 46.9), whereas Services PMI increased to 52.5 (c: 

53.2; p: 51.0). Composite PMI rose to 51.5 (c: 52.0; p: 50.5). 

Financial Markets: Stock Prices Collapsed; Short-Term Yields Declined; Dollar Fell; Oil And Gold Prices Declined  

Market Drivers: Tariff shock triggers worst weekly stock drop in five years US stocks tumbled and Treasuries rallied after Trump’s 

sweeping tariff announcement raised fears of slower growth and inflation. European stocks marked their steepest weekly decline 

in five years—on similar concerns. Meanwhile, the U.S. dollar index fell as much as 2.5% Thursday before partially recovering, 

reflecting heightened uncertainty in currency markets.  

Global Equities: Decreased w-o-w (MSCI ACWI, -7.9%, to 764.29). The US S&P 500 index edged down (-9.1% w-o-w, to 5,074.08). In 

the EZ, share prices declined (Eurostoxx 50, -8.5% w-o-w, to 4,878.31). In EMs, equity edged down (MSCI EMs, -3.0%, to 1,087.59). 

Volatility rose to 28.52 (VIX S&P 500, 52w avg.: 15.6; 10y avg.: 18.8).   

Fixed Income: w-o-w, the 10-year US Treasury yields declined (-26 bps to 4.00%). The 2-year US Treasury yields fell (-27 bps to 

3.64%). The German 10-year bund yields edged down (-16 bp to 2.57%).    

FX: w-o-w, the US Dollar Index decreased (DXY, -1.0%, to 103.02; EUR/USD +1.2%, to 1.1). In EMs, currencies decreased (MSCI EM 

Currency Index, -0.1% w-o-w, to 1,756.97).  

Commodities: w-o-w, oil prices fell (Brent, -9.9% to 65.68 USD/b). Gold prices decreased w-o-w (-2.9% to 3,035.40 USD/Oz). 

Nato Balavadze contributed to this Viewsletter                                                                                          The image in the front page was taken from this website.                                       
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Abbreviations, Acronyms and Definitions 

a Actual 
AKP Justice and Development Party, Turkey 
ann. annualized 
ARS Argentinian Peso 
avg. Average 
bn Billion 
BoC Bank of Canada 
BoE Bank of England 
BoJ Bank of Japan 
bpd                  Barrels per day  
bps Basis points 
BS Balance sheet 
c Consensus 
C/A Current account 
CB Central bank 
CBB Central Bank of Bahrain 
CBK Central Bank of Kuwait 
CBT  Central Bank of Turkey 
CDU Christian Democratic Union, Germany 
CNY Chinese Yuan 
CPI Consumer Price Index 
DJIA Dow Jones Industrial Average Index 
DJEM Dow Jones Emerging Markets Index 
d-o-d Day-on-day 
DXY US Dollar Index 
EC European Commission 
ECB European Central Bank 
ECJ European Court of Justice 
EIA US Energy Information Agency 
EM Emerging Markets 
EP European Parliament 
EPS Earnings per share 
EU European Union 
EUR Euro 
EZ Eurozone 
Fed US Federal Reserve 
FOMC US Federal Open Market Committee 
FRB US Federal Reserve Board 
FX Foreign exchange 
FY Fiscal Year 
GCC Gulf Cooperation Council  
GBP British pound 
GDP Gross domestic product 
IMF International Monetary Fund 
INR Indian Rupee 
IPO Initial public offering 
IRR Iranian Rial 
JPY Japanese yen 
k thousand 
KSA Kingdom of Saudi Arabia 

LN                      Northern League, Italy      
M5S Five Star Movement, Italy 
m-o-m Month-on-month 
mb Million barrels 
mb/d Million barrels per day 
MENA Middle East and North Africa 
MHP Nationalist Movement Party, Turkey 
mn Million 
MPC                                  Monetary Policy Committee 
NAFTA North-American Free Trade Agreement 
NATO North Atlantic Treaty Organization 
OECD Organization for Economic Cooperation and Development 
Opec Organization of Petroleum Exporting Countries 
p Previous 
P2P Peer-to-peer 
PBoC People’s Bank of China 
PCE Personal Consumption Expenditures 
PE Price to earnings ratio 
PM Prime minister 
PMI Purchasing managers' index 
pps Percentage points 
pw Previous week 
QCB Qatar Central Bank 
QAR Qatari Riyal 
QE Quantitative easing  
q-o-q Quarter-on-quarter 
RE Real estate 
RBA Reserve Bank of Australia 
RRR Reserve Requirement Ratio 
RUB Russian Rouble 
SWF Sovereign Wealth Fund 
tn Trillion 
TRY Turkish Lira 
UAE United Arab Emirates 
UK United Kingdom 
US United States 
USD United States Dollar 
USD/b  USD per barrel 
UST US Treasury bills/bonds 
VAT Value added tax 
VIX Chicago Board Options Exchange Volatility Index 
WTI West Texas Intermediate 
WTO World Trade Organisation 
w Week 
w-o-w Week-on-week 
y Year 
y-o-y Year-on-year 
y-t-d Year-to-date 
ZAR South African Rand 
2y; 10y  2-year; 10-year 
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