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Unexpected Turbulence

You would probably agree that the first months of 2025 have been anything but predictable. Regardless of your 

politics, the markets saw opportunity through the lens of lower tax cuts and reduced regulations. How quickly the 

mood can change as the optimism of the early first quarter gave way to heightened volatility and increasing 

uncertainty. 

The introduction of broad sweeping tariffs, possible extended trade wars and tensions amongst friends and 

allies, stopped the stock market and confidence in the economy in its tracks. A war of words and threats 

escalated into a broad sweeping series of punitive tariffs followed by promises of retaliation. By the end of 

March, what had earlier been a positive climb in the markets went negative.

Dealing with these new sources of volatility and uncertainty, both the consumer and numerous companies of all 

sizes began to show signs of strain. Retailers and service providers began to forecast a slowdown in spending 

and potential difficulties getting their inventories through a clogged supply chain. Price increases on goods were 

not far away.

Standing by and watching the action was the Federal Reserve. No longer just fighting inflation, they were now 

handed a new set of variables to consider. Faced with the prospects of a slowing economy, a retreating and 

fearful consumer, and the inability of companies to even see around corner, the Fed has remained watchful but 

choosing to stay out of the fray for now. For the first time in years, economists were dusting off the term 

“stagflation” which means we could get socked with the double “whammy” of slow growth compounded by 

inflation.

As we moved into the early weeks of the second quarter, the Trump administration was adamant regarding any 

negotiations. Tariffs that were imposed were broad and, in some cases, indiscriminate in their application. While 

the rumor mill was full of claims of backdoor discussions; it was eventually the markets that got the 

Administration’s attention. Worth noting, is that it wasn’t so much the stock market whipsawing from one day to 

another but the voice of the influential bond markets that made Trump push the pause button.

Expecting Treasury rates to fall when they in fact have gone up, the dollar has also declined at a rapid pace. 

These two occurring together and so rapidly were clear warning signs that global confidence in our economy was 

being lost, and that much needed liquidity could quickly disappear. Fortunately, this warning resonated with 

some who knew and understood the consequences. The Administration responded with a much needed 90 day 

cooling off period for most of the tariffs. However, China has remained a target as their tariffs were slated to 

increase to a cumulative 145%. China quickly retaliated with a 125% tariff of their own on many of our imported 

goods.

It is interesting as to how fluid and confusing all this news is as the story has changed so many times. Even as 

we write this in early April, we are hearing of some conflicting comments from the Administration regarding tariffs 

on high-tech products. What initially came out as an optimistic interpretation for a possible exemption for 

electronics now seems to be a “reclassification,” whatever that means. 

As we anticipate the warmer months of the year, we look for a more rational and open approach to be taken 

towards trade. Hopefully, discussions with key allies and trading partners will occur as well.

As always and for the many years that we have been privileged to work with you as your advisors we do our best 

to tune out the noise, offer guidance and to steer you towards your long-established goals.
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2    Portfolio Review & Comment

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth 

Management or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any 

opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of 

future results.

This material contains forward looking statements and there can be no guarantees they will come to pass. The information 

and statistical data contained herein have been obtained from sources believed to be reliable but in no way are 

guaranteed by Morgan Stanley as to accuracy or completeness. There is no guarantee that any investments mentioned 

will be in each client’s portfolio.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, 

including but not limited to, (i) changes in supply and demand relationships, (ii) governmental programs and policies, (iii) 

national and international political and economic events, war and terrorist events, (iv) changes in interest and exchange 

rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological change and weather, and 

(vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other 

disruptions due to various factors, including lack of liquidity, participation of speculators and government intervention.

The companies identified within are shown for illustrative purposes only and should not be deemed a recommendation to 

purchase or sell the companies mentioned.  

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many 

sectors and companies.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment 

strategy will work under all market conditions. 

International investing may not be appropriate for every investor and is subject to additional risks, including currency 

fluctuations, political factors, withholding, lack of liquidity, the absence of adequate financial information, and exchange 

control restrictions impacting foreign issuers. These risks may be magnified in emerging markets because of their narrow 

focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. 

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their 

accuracy or completeness.

The Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the 

client’s assets on a discretionary basis in a range of securities. 

Indices are unmanaged. An investor cannot invest directly in an index.

For index, indicator and survey definitions referenced in this report please visit the following: 

https://www.morganstanley.com/wealth-investmentsolutions/wmir-definitions 
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