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KEY HIGHLIGHTS:

Trade wars are easy to win. I will end all wars within 24 

hours. A new golden age has begun for America. Tariffs 

will be enough to eliminate income tax, etc. These are just 

some of the bold statements that the US president is 

known for making. What is the reality? Every day brings 

new evidence that the main thrust of Donald Trump's 

economic policy is not having the desired effect, and often 

even has the opposite effect to what was proclaimed with 

such emphasis.

Trade wars are hard to win – When it comes to 

international trade, Donald Trump is very consistent. He 

sees trade as a zero-sum game in which the losers are 

those with deficits and the winners are those with 

surpluses. As the United States runs a deficit with almost 

every country in the world, this situation is obviously 

intolerable to him, and he intends to correct it by imposing 

customs barriers. During his first term, in 2018 and 2019, 

he waged a tariff war against China, which ended after two 

years in a kind of stalemate, with each side imposing 

higher tariffs on the other's products. It was a draw. This 

time, the tariff war is broader in scope, as it affects all 

countries, and more intense, as the tariff increases are 

unprecedented in decades.

What has the United States gained in this affair? The 

amount of customs revenue collected by the US Treasury 

has certainly increased significantly in recent months. It 

rose from around $8 billion in January to nearly $25 billion 

in May. But these taxes are paid by US importers, not by 

the rest of the world, as Donald Trump claims. In other 

words, it is a tax imposed on the US economy with the 

ultimate aim of reducing access to foreign products and 

encouraging local production. However, consumers must 

still be offered an affordable substitute. This is rarely the 

case. In a world characterised by strong interdependence 

between countries, trade wars are not a zero-sum game 

but a negative-sum game, with only losers.

US non-interventionism fuels conflict – In addition to 

their dramatic human and material consequences, wars 

tend to increase production costs. This is particularly true 

when the countries involved are major suppliers of raw 

materials (Russian gas, Middle Eastern oil). Conflicts also 

increase uncertainty, which is detrimental to business 

investment decisions. Periods of peace are more 

conducive to economic prosperity than periods of war. In 

this sense, any effort to end conflicts is welcome.

From this perspective, as the world's leading military 

power, the United States has a decisive influence in 

encouraging the resolution of geopolitical tensions. In 

keeping with a certain tradition in American history, 

Donald Trump is more in favour of disengagement. This 

may have the opposite effect to that desired. In the war 

between Russia and Ukraine, sending the two belligerents 

back to square one as if the blame were equally shared will 

prolong the hostilities. In the Middle East, the United 

States' procrastination on the Iranian issue over the years
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is partly responsible for the sudden escalation of tensions. 

As this is happening in one of the main oil-producing and 

transit regions, the risk of a new oil shock cannot, 

unfortunately, be ruled out.

America First is negative for the dollar and US debt – In 

the three months between Donald Trump's victory and his 

inauguration, a sense of euphoria had set in. The US 

economy had shown strength in 2023 and 2024, absorbing 

the shock of monetary tightening without damage. The 

outlook was bright, given the promises of tax cuts and 

deregulation. The potentially destabilising aspects of the 

programme, such as the trade war, growing budget 

deficits, the mass expulsion of illegal immigrants and 

attacks on the independence of the central bank, were 

relegated to the background.

The erratic nature of tariff policy and the difficulty in 

finalising the tax cut programme due to divisions within 

the Republican Party have led investors to reassess their 

assessment of US risk. Or should we rather talk about 

Trump risk? The excess returns offered by US rates should 

logically support the dollar. In fact, since Donald Trump 

took office, the dollar has fallen by more than 10% against 

a basket of other major currencies (see chart). Although a 

weak dollar is not unwelcome to the US president, the 

circumstances surrounding this decline are worrying 

because they reflect doubts about the quality of certain 

US financial assets, particularly public debt.

On several occasions, faced with the adverse effects of his 

policies, the US president has had to backtrack, earning 

himself the nickname TACO (Trump Always Chickens 

Out). For example, when major retail chains argued that 

145% tariffs on China could lead to shortages for 

Americans. Or when car manufacturers told him they were 

dependent on China for some of the inputs for their 

production processes. Or when the agriculture and hotel 

industry lobbies showed him that they could not do 

without foreign labour in the United States. Or when 

investors expressed their fears that he would dismiss the 

chairman of the Federal Reserve.

When a policy is bad, a reversal is welcome, of course, but 

constant U-turns show that policies designed for the 

television cameras without careful consideration of their 

consequences are dangerous. By zigzagging along the 

edge of the precipice, we could well end up going off the 

road one day.
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DOLLAR VS INTEREST RATES

Past performance is not a reliable indicator of future returns and is subject to fluctuation over time. Performance may rise or fall for 
investments with foreign currency exposure due to exchange rate fluctuations. Emerging markets may be subject to more political, 
economic or structural challenges than developed markets, which may result in a higher risk
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