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1. Executive Summary 

President Trump’s recent tariff declaration 
marks more than a trade disruption—it 
signals a long-term structural shift in global 
economic alignment. 
 
The initial shock has given way to broader 
strategic responses: retaliatory measures, 
legal escalation, new trade corridors, and 
market realignment. Power and production 
are no longer centered on a single model of 
globalization. 
 
This second week reveals three key 
dynamics: 
1. U.S. Retrenchment Exposes Policy 
Volatility, Not Strategy. 
The 90-day pause (excluding China) is a 
tactical delay, not a strategic pivot. The 
administration aims to ease market 
pressure while maintaining a protectionist 
stance. Predictability is fading as political 
calculation overrides coordination. 

2. Strategic Corridors Emerge Where 
Alliances Crack. 
With EU–UAE FTA talks and ASEAN–GCC 
supply chain initiatives, regional hedging is 
replacing global uniformity. As multilateral 
frameworks crack, new alignments emerge. 

3. Central Europe at a Strategic Crossroads. 
Diverging paths—Poland tightening with the 
U.S., Hungary betting on Chinese capital—
expose the faultline between sovereignty, 
loyalty, and economic logic. Central Europe 
is no longer a cohesive front; it is now a 
contested terrain between Washington and 
Beijing. 
 
Strategic Context: This is not a transient 
disruption—it’s a systemic reset. Trade 
blocs are reforming, power centers are 
shifting, and smaller economies must 
choose to align, hedge, or lead 
 
Strategic Implication for Decision-
Makers: 
Tariffs are now a barometer, not just a lever. 
Market, corporate, and state responses in 
the next quarter will shape long-term 
positioning in a fractured global order. 
Decisions made today will shape strategic 
flexibility for the next decade. 
 
Decisions taken now—on sourcing, risk 
allocation, diplomacy, and investment—
will determine strategic optionality for the 
next decade(s). 
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1. Trump’s Trade Doctrine: Escalation, 
Then Delay 
The April 2 tariff surge marks the 
transformation of Trump’s campaign slogan 
into hard policy. With a 10% universal tariff 
and triple-digit duties on Chinese goods, the 
administration framed the move as a fiscal 
and national security measure. 

Yet after five days of extreme market 
volatility and vocal backlash from global 
CEOs and allies, Trump’s team paused 
enforcement on most non-China countries 
for 90 days. On April 11, the administration 
also carved out exemptions for 
smartphones, laptops, and consumer 
electronics imported from China—a move 
widely seen as a tactical de-escalation to 
shield U.S. tech giants and holiday-season 
retail. 

Strategic Signal: Businesses must now 
forecast policy via political momentum—
not traditional trade logic. The 
administration is maintaining its hardline 
posture on China but applying carve-outs to 
soften corporate resistance and preserve 
consumer sentiment. This underscores a 
“tariff-without-collapse” doctrine — an 
attempt to project toughness while avoiding 
recessionary shock. 

Strategic Assessment: Trump's Tariff 
Goals vs. Reality (based on Kevin Hassett, 
Hudson Institute 2024 report) 
A five-point summary of President Trump’s 
tariff goals vs. policy outcomes (source: 
BBC): 

1. Raise revenue – Somewhat effective; 
fiscal inflow increased but offset by inflation 
2. Lower prices – Failed; prices for 
consumers and producers rose sharply 
3. Promote reshoring – Largely ineffective; 
investment still diverted to Mexico, 
Southeast Asia 
4. Pressure China – Led to tech and trade 
decoupling, but little behavioral change 

5. Strengthen alliances – Rejected by 
traditional partners; Europe, Japan, and 
Canada alienated 

2. Global Response: Retaliation and 
Corridors 
China: 
- 125% retaliatory tariffs 
- Rare earth export bans 
- WTO case + Asia+Gulf supply diplomacy 

Key statistics from EIU’s recent analysis of 
China’s exposure to U.S. tariffs: 

• WATR (weighted average tariff rate) on 
China: 63% 
• GDP impact estimated at -1%, with 5% 
export volume contraction 
• China expected to respond with stimulus 
and targeted RMB depreciation 
• Tech apps (TikTok) and agricultural 
contracts may be used as strategic leverage 
 
EU: 
- Proposed “zero-for-zero” pact 
- Launched FTA talks with UAE 
- France/Italy push digital retaliation 
 
Others: 
- ASEAN eyes neutral corridor in Thailand 
- Canada, Japan in de-escalation mode 
- Australia signals decoupling fears 
 
Strategic Implication: Multilateralism is 
fragmenting into multi-vectorism. Firms 
must map exposure not only to nations but 
to alliance and corridor logic. 

3. Market Forecasts & Risk Indicators 
Financial markets initially reeled under tariff 
shock waves, but a partial rebound followed 
in the second week as investors priced in 
exemptions on key consumer electronics 
and a softer-than-expected enforcement 
trajectory. 
- S&P 500: -10.4% → now recovered to -3.2% 
YTD   
- Nasdaq: -14.2% → now down just -5.5%   
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- Global Tech ETF: -12.5% → rebounded to -
6.0%   
- Oil: -9%   
- Gold: +6.5%   
Note: The sharp rebound reflects the market 
belief that select exemptions (notably on 
smartphones and consumer electronics) 
may limit downstream inflation and 
corporate margin pressure: 

Key Forecasts: 

-JPMorgan recession odds: 50% 
-Goldman CPI outlook: 3.9% 
- Bloomberg capital flight: $72B Q1 

Market Shock Snapshot: 

 

According to the Economist Intelligence Unit 
(EIU), despite the 90-day tariff reprieve for 
most countries, the effective U.S. trade-
weighted tariff rate remains elevated at 
25.8%. The continuing embargo on China 
pushes systemic risks higher across three 
dimensions: 

• 🔺 Recession risk: 60% probability for the 
U.S. economy in 2025 
• 🔺 CPI inflation forecast: 3.4% base case, 
with upward risk >4.5% 
• 🔺 Non-linear risk: Potential for sudden 
investor loss of confidence akin to the UK's 
2022 gilt crisis 

4. Boardroom Risk Matrix 
 

Risk Heatmap: 

 
 
Executives must pivot from event 
forecasting to system recalibration. 
Recommended C-suite priorities: 
✔ Reassess corridor exposure (China, EU, 
ASEAN) 
✔ Quantify elasticity & price pass-through 
on impacted SKUs 
✔ Pre-buy inventories exposed to tariff 
reimplementation 
✔ Update IR narrative for Q2 earnings 
✔ Track retaliatory/regulatory risk quarterly 

Leadership Questions for Decision-Makers

 

- Which corridors will define your trade 
exposure in 2025–2027? 
- Are you structured around old alliances or 
new behavior-based zones? 
- Where can you influence the rules—not 
just adapt to them? 
- How do you leverage the reset for market 
share? 

5. Europe-GCC Strategic Vector 
On April 10, the EU and UAE launched FTA 
negotiations. Brussels seeks energy & 



Strategic Faultlines | April 2025                                                                 EuroAtlantic Consulting 

 4 

materials diversification. The Emirates 
wants to reinforce trade centrality and 
attract industrial capital. 
🇪🇺 EU Goals: 
- Reduce U.S./China dependency 
- Secure Gulf raw materials 
- Expand digital and green trade ties 
🇦🇪 UAE Goals: 
- Bolster logistics hub position 
- Lock in EU green finance inflows 
- Hedge against Western volatility 
 
Implication: This is the beginning of 
“corridor diplomacy.” Firms with Gulf/EU 
operations must assess first-mover 
advantages on policy incentives and access. 

Currency Risk Volatility Snapshot 
30-day FX volatility reflects market anxiety 
and capital rotation since the tariff shock. 

 

Europe-GCC Strategic Realignment 
Deepens 

Strategic developments from the first EU-
GCC Summit (October 2024) underscore a 
recalibrated economic alliance: 

• Europe is quietly advancing trade ties with 
the Gulf despite strategic divergence 
between China and Russia. 
• The UAE leads regional diversification, 
with 8 CEPAs already signed and 5 more 
under negotiation. 
• Europe sees Gulf connectivity as a hedge 
against transatlantic volatility and Chinese 
overdependence. 

6. Central Europe’s Strategic Crossroads 
Central Europe is now a geopolitical 
bellwether. 
🇵🇱 Poland: Tightens U.S. alliance, resists 
Chinese tech 
🇭🇺 Hungary: Doubling down on Belt & Road + 
China-backed EV plants 
🇸🇰 🇨🇿 Torn: NATO-aligned but commercially 
tied to China-facing Germany 
 
Strategic Signal: This region is splitting 
along trust lines. For investors and boards, 
country-level divergence—not bloc 
assumptions—must guide engagement.

 

CEE-GCC Tariff-to-Opportunity Matrix 
 

Sector Tariff Pressure GCC Entry Opportunity CEE Partnership 
Potential 

EV & Batteries 🔺 High Industrial relocation hubs 
Hungary–China–UAE 

trilateral chain 

Agri-Food Security ⚠ Moderate Strategic food corridors 
Poland and Romania 

exports 

Digital Infrastructure 🔸 Medium-High 
Data hubs, cloud 

sovereignty 
Czech R&D and UAE DC 

hosting 

Renewable Equipment 🔺 High Solar supply chain gaps 
Slovak production 

realignment 
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7. How We Help – Strategic Response Options – EuroAtlantic Consulting supports decision-
makers with: 
 
• Corridor exposure and relocation diagnostics 
• EU–GCC trade corridor alignment strategy 
• CEE market entry and divergence management 
• Investor relations and IR support for volatility messaging 
• Government affairs interface for trade access and incentives
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