
“To tariff, or not to tariff … that is 
the question:	
Whether ‘tis nobler in the mind to suffer

The slings and arrows of outrageous fortune”

Yes, I think Shakespear said it best, 
although a certain TOM, or President 
Trump, as he is otherwise known, has 
yet again threatened Canada, this time, 
with higher tariffs stating that levies 
on steel and aluminium will rise to 50% 
effective Wednesday, and that measures 
on automobile parts would be raised 
come 2nd April if Canada doesn’t drop 
its tariffs on US dairy and other goods. 
But while Canada are attempting to 
not make it all about TOM, and after 
previously talking a tough game stating 
that he will not hesitate to cut off power 
supplies to the US if needs be, Ontario 
Premier, Doug Ford, has now quivered 
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and capitulated into suspending the 
25% tariff on exports of electricity to the 
US, pending a meeting with officials on 
Thursday. It appears that Trump is better 
at playing ‘chicken’ to get what he wants.

Meanwhile, recession talk is starting 
to gain further traction in the US, with 
American economist, Larry Summers 
saying “the US has almost a 50-50 chance 
of a recession this year”. Markets tend to 
agree, with three 25bp cuts now priced 
in this year, a stark difference from the 
singular cut priced in January. The recent 
US economic data has been soft, and with 
an update on US CPI tomorrow morning, 
as well as the Fed meeting next week 
where Fed officials will update their ‘dot 
plots’ projections, markets are hopefully 
we will get more insight as to what the 
FOMC members are actually thinking.

Although the suspension of the electricity 
tariff saw a slight boost to markets, the 
ongoing ‘risk off’ sentiment saw the 
USD index fall further, with it currently 
sitting at the 103.00 level. The NZD/
USD saw some strength, going from a 
low of 0.5681 yesterday to currently 
sit at 0.5723, while the AUD/USD pair 
following a similar pattern, dropping 
to a low of 0.6266 before climbing to 
currently sit at 0.6306. The US 2-year 
bond saw a rise to 3.93%, while the 10-
year bond rose to 4.29%. 

Australian outlook mixed
Australian business confidence took a 
large hit, dropping by 6 points to -1 in 
February, from the previous reading of 
5, with one economist stating, “Lingering 

cost pressures continues to put pressure on 
business profits, with profitability conditions 
remaining well below the long-run average. 
This is likely flowing through to weaker 
conditions and confidence measures.”

But on the other side of the coin, 
consumer sentiment firmed to 4.0%, 
from its previous print of 0.1%, to reach 
its highest level since March 2022. The 
press release stated that “The RBA’s 
decision to cut interest rates in February and 
a further easing in cost-of-living pressures 
have provided a clear lift. The survey detail 
shows a broad-based improvement with a 
notable rise in confidence around the labour 
market outlook.”

Japanese GDP downgraded
Japan’s GDP rose by an annualised 2.2% 
in Q4 last year, lower than the initially 
reported figure of 2.8%. This translated 
to a 0.6% increase on the quarter, slightly 
lower than estimates of 0.7%. Japanese 
household spending fell by -4.5% in 
the January month, far lower than 
expectations of a drop of -1.9%, with 
household spending rising by a meagre 
0.8% over the January year, compared to 
forecasts of 3.7%. Japanese government 
officials have also expressed concerns 
about risks from President Trump’s 
threats of tariffs and soft consumption 
affected by higher prices.
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