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The Tariff Trap

Why U.S. Inflation Means a Softer USD

The simple truth is this: 

Tariffs don’t land evenly. They are inflationary 
at home in the U.S., but deflationary for the 
rest of the world.
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Atlanta Fed GDPNow Forecast now 3.8% frozen in 
time

Source: Bloomberg, IBSAG
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The US-RoW Divergence – Fiscal

Source: BCA Research

Fiscal expansion in US versus conservatism in Europe
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Cumulative Receipts, Outlays and Deficit: 
Fiscal year 2020 vs 2024
U.S. government’s commitment to the countercyclicality of fiscal policy has weakened in 
the past decade.

Source: US Department of the Treasury
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Cumulative Receipts, Outlays and Deficit: 
Fiscal year 2024 vs  fiscal year to Aug 2025
U.S. government’s commitment to the countercyclicality of fiscal policy has weakened in 
the past decade.

Source: US Department of the Treasury
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As the US CA Deficit shrinks, the RoW’s CA Surpluses will 
narrow

Source: BCA Research

To maintain current USD level the US needs $1 trillion of inflows p.a.



Investec Wealth & Investment9

The US’ International Portfolio Investment Position

Source: BCA Research

To maintain current USD level the US needs $1 trillion of inflows p.a.
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S&P has done well under Trump
US Fiscal prolifigation has driven economic growth and stock markets

Source: IBSAG and Bloomberg
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USD will weaken further under Trump
The dollar view is now flow-led - it doesn’t require capital outflows to fall; a 
slowdown in portfolio inflows is enough to push the USD lower.

Source: IBSAG and Bloomberg
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The US dollar is a momentum currency

Source: Bloomberg, IBSAG

ROW growth higher 

than US

ROW growth lower 

than US

Bounces in the USD should be sold
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S&P500 to Bonds ratio

Source: Longterm trends

Continued strong US economic growth has been a support for risk assets
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Trump and US Fiscal prolifigation has is given Gold a boost

Source: IBSAG and Bloomberg

Gold continues to power ahead

Gold and Gold 

stocks increasing 

implies that the Fed 

should not cut 

rates!!
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SPX has only been in a strong bull market in USD
S&P 500 in EUR, JPY and Gold

Source: IBSAG and Bloomberg



16 Source: IBSAG and Bloomberg

Environment
Fixed Income Markets – Global Sovereign Debt
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Global fiscal policy 

Source: JP Morgan AM

The EU Govt Balance sheets are looking good vs US
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Global consumer Balance sheets

Source: JP Morgan AM

The EU consumer Balance sheets are looking good vs US
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SNB’s fine line between 
intervention and 
manipulation

Source: BCA Research

In recent joint statement on foreign 

exchange practices, the SNB and the US 

Treasury agreed not to “target exchange 

rates for competitive purposes” but 

affirmed that FX intervention remains 

“appropriate for addressing excessively 

volatile or disorderly depreciation or 

appreciation.”

Expect greater currency interventions and 

negative policy rates from the Swiss 

National Bank (SNB)
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Thank you
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Disclaimer Investec Bank (Switzerland) AG 
Investec Bank (Switzerland) AG (registered number CHE-101.093.387) is a licensed bank and wealth manager and supervised by 

the Swiss Financial Market Supervisory Authority (FINMA).

 

Investec Wealth & Investment is the trading name for Investec Bank (Switzerland) AG.

 

The content of this document is of a purely informational nature. The information contained herein is factual and objective and does 

not constitute an offer or a recommendation to invest in any of the products or to subscribe to any of the services mentioned herein. 

None of the information presented in this document constitutes advice of any kind. Investec Bank (Switzerland) AG provides this 

document for information purpose only and has not considered the mentioned investment(s) against your individual needs and risk 

tolerance. This document is not intended as an investment recommendation or as financial promotion. Use the provided information 

for research purposes only. The suitability and appropriateness of the investments discussed herein will depend upon your personal 

circumstances. Past performance is no indication for future return.

 

The opinions expressed in this document are those of Investec Bank (Switzerland) AG which have been formulated with the 

greatest of care and to the best of Investec Bank (Switzerland) AG’s knowledge and belief. They are subject to change at any time 

without notice. The recipient is in particular recommended to check that the information provided is in line with his/her own 

circumstances with regard to any legal, regulatory, tax or other restrictions which may apply, if necessary with the help of a 

professional advisor.

 

Investec Bank (Switzerland) AG renders its financial services in Switzerland, where it is duly authorized. Therefore the information 

contained herein is not intended for distribution or use in any state or jurisdiction where its distribution is illegal according to 

applicable law or requires any registration by Investec Bank (Switzerland) AG.
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