
Who else would we be talking 
about?
Unsurprisingly, the US has confirmed a 
tariff agreement with Mexico, or maybe 
a postponement is a better word. Mexico 
will not be required to pay tariffs on all 
goods within the US Mexico Canada 
Trade Agreement (“USMCA”), until 2 
April. This happy turn of events means 
the rally planned for Sunday in Mexico 
City will now be a “festival”, the Mexican 
President has announced.

As at the time of writing we are currently 
waiting on an announcement from a 
meeting between Trump and Trudeau, 
which will most likely end in the same 
resolution, however there is some market 
grumbling that the announcement is 
taking longer than expected which is 
causing some uneasiness in the markets. 
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As Trudeau is being replaced on Sunday, 
he may be willing to die on his sword, as 
the tariff war is playing well in Canadian 
polls. As you would expect, when 2 April 
rolls around the corner which won’t be 
long, we will have to go through all of this 
again. 

Markets were mixed again overnight, 
with the USD Index marginally lower, 
which left the NZD/USD and AUD/USD 
largely unchanged, as was the case for 
US Treasury yields. This is likely markets 
pausing before tonight’s US non-farm 
payrolls data, which has the real 
possibility of moving markets if it prints 
too wide of the current 142k expected. 
US equity indexes saw a continuation of 
the ‘risk off’ selling, notably the S&P500 
and Nasdaq100 reached year-to-date 
lows, and are at their lowest levels since 
Trump’s election win. 

Tariff threats influencing US 
imports
The US had a wider trade deficit than 
expected in January, at USD-131.4bn 
over the month against forecasts of 

-128.3b, made up of 269.8bn of exports 
and a much greater 401.2bn of imports. 
This was a 34% increase from the 
December month. Of note to tariffs, the 
US had trade deficits with China, Mexico, 
and Canada of -USD29.7bn, USD-25.5bn, 
and USD-11.3bn, respectively, with 
companies most likely frontrunning their 
imports as they prepared for tariffs to 
come into effect.

Australia also released their trade 
surplus data for January yesterday, with 
net exports of AUD5.62bn, although this 
was lower than forecasts of AUD5.85bn. 
Exports rose by 1.3% over January, while 
imports fell -0.3%. Again, exports to the 
US were most likely strengthened due to 
frontrunning ahead of threats of tariffs, 
with other significant trading partners 
seeing significantly lower trade flows.

ECB cut
US Overnight the European Central 
Bank (“ECB”) cut rates by 25bp across 
its fleet of interest rates, lowering the 
key Deposit Facility Rate at 2.50%. ECB 
members had previously been dovish in 
their commentary, unsure of how low 
they may need to lower interest rates. 
Last night’s meeting saw a noteworthy 
change in the rhetoric, with ECB 
members stating that their monetary 
policy stance is “meaningfully less 
restrictive”, with a ‘leak’ stating that the 
chance of a pause in rate cuts in April is 
growing. However, 2.50% is unlikely to 
be the bottom of the current easing cycle 
for the ECB, and furthermore, markets 
already saw the chance of a rate cut at 
the ECB’s April meeting as a 50/50. 

Retail sales data for January reinforced 
the decision, coming in lower than 
expected at -0.3% over January and 1.5% 
over the year against forecasts of an 
increase of 0.1% and 1.9%, respectively, 
showing weakening demand among 
European consumers.
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