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Market Reactions to Trump’s Tariff Wars
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The announcement of the tariff on 2 April will undoubtedly mark a historic milestone for
international monetary systems. This date could ultimately alter the dollar's established
status as the world's primary reserve currency. Trump's announcement of tariffs triggered
significant shocks in global markets, which unfolded in two distinct phases. The initial stage
involved a wide range of panic-driven selling across both financial and non-financial asset
classes. Market professionals often describe this behaviour as a "flight to safety” during
periods of uncertainty. Initially, US Treasury yields tumbled as investors sought refuge from
market volatility. In the first two days after the tariff announcement, the 10-year Treasury
bond yield fell significantly. Yields decreased from 4.2% to 3.9% as equity investors swiftly
shifted capital into traditionally safe-haven assets.

This pattern reflects typical investor behaviour during periods of economic uncertainty
prompted by significant policy shifts. Investors instinctively bolster their holdings of US
Treasury securities when confronted with market turbulence. However, this simply
represents the initial financial market movement following tariff announcements. Once the
initial market volatility eases, we enter the second stage of strategic asset allocation. This
phase highlights an unmistakable trend in investor sentiment and risk assessment
preferences.

Global confidence in the dollar as a reserve currency is showing signs of significant
erosion. US Treasury securities are increasingly perceived as potentially risky investments
by both domestic and international investors. This fundamental reassessment of dollar-
denominated assets signifies a seismic shift in global financial perceptions. This market
response compelled Trump's administration to swiftly reverse its course and declare a 90-
day pause in the implementation of tariffs. Without this policy reversal, the sale of US
Treasuries would have undoubtedly accelerated to potentially catastrophic levels. The
American bond market faced a genuine risk of collapse if President Trump had maintained
his original timeline for implementing tariffs.

While mainstream financial media report that investors are shifting towards traditional
safe-haven currencies such as the euro, Japanese yen, and Swiss franc, gold emerges as the
clear winner. Gold has significantly outperformed all major asset classes since January
2025, rising an impressive 25% in merely four months. American equity markets
experienced substantial losses across all major indices during this same period. The Dow
Jones Industrial Average fell by 8%, while the technology-heavy Nasdag fell a significant
15%. Meanwhile, the broader S&P 500 Index declined by 11%, reflecting widespread
uncertainty in investments.

Since the outbreak of the 2022 Russian-Ukrainian war, central banks have increasingly
diversified their dollar reserves into gold. Gold has traditionally performed exceptionally
well during periods of heightened geopolitical tension and economic uncertainty. It offers a
superb hedge against inflationary pressures that diminish currency values over time.
According to authoritative data from the World Gold Council, continuous buying by central
banks has driven prices higher. Especially active purchasers comprise monetary authorities
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from China, India, and several Eastern European nations. Gold price movements serve as a
reliable barometer for confidence in the dollar's fundamental attributes.

These attributes include the dollar's effectiveness as a reliable store of value and a
medium of exchange with purchasing power. Rising gold prices reflect a declining
confidence in the dollar's role in investment, financing, and international trade. This year's
persistent rise in gold prices, primarily influenced by central banks and institutional funds,
highlights concerning trends. These movements indicate that the dollar's status as the
international reserve currency is significantly undermined, primarily due to Trump's
confrontational tariff policies.

Conclusion - Is a Currency Reset on the Horizon?

New international financial systems have typically emerged every 50 to 60 years throughout
the history of money. This pattern began with the dominance of the pound sterling before
transitioning to the Bretton Woods system in 1944. Since the 1970s, the US dollar has
upheld its position as the reserve currency, indicating that a monetary reset is becoming
increasingly overdue.

The tariff announcement not only unsettled global financial markets but also exposed
deepening structural cracks in the dollar dominance. Confidence in the dollar as an
international reserve currency is swiftly eroding among global financial institutions. The
accelerating flight from dollar assets and US Treasury securities illustrates this diminishing
trust in American monetary stability. When confidence in any currency wanes, its practical
use in international transactions inevitably declines. This trend ought to elicit significant
concern from both American policymakers and the wider global community. The dollar acts
as a vital cornerstone underpinning the whole international financial architecture.
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