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U.S. tariffs: 100 years back in time

CIO Office (Data via Refinitiv, US Census Bureau). *Estimate from Bank of America.

So-called reciprocal tariffs announced on 
April 2 surprised markets by their 
magnitude, with an effective tariff rate 
heading toward 20%. This compares to 
the highs of the 1930s and represents an 
increase approximately 12x higher than 
during the previous trade war, in 2018.
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Canada (relatively) spared this time

CIO Office (Data via Refinitiv).

At first glance, Canada seems to have been largely 
spared from the latest reciprocal tariff 
announcement. According to our economists, 
although it is impossible to calculate an exact 
figure, the effective trade-weighted tariff rate on 
Canadian exports to the U.S. should remain below 
5% (for full details, click here). This compares with 
54% for China and around 20% for Europe.

https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/etude-speciale/special-report_250403.pdf
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Markets reacted strongly...

CIO Office (Data via Refinitiv). *35% S&P/TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM all in CAD.

In the face of the tariff shock, equity 
markets fell sharply, while Canadian 
bonds remained relatively stable. Taken 
together, this brings a typical balanced 
portfolio back to its January level. 
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... and the next few days promise to be highly volatile

CIO Office (Data via Refinitiv).

Within equities, the reaction was 
particularly strong in the United States. 
For the S&P 500, it was the worst day 
since June 11, 2020, taking the index 
back to its August 2024 levels.
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The spectre of recession hangs over the markets... 

CIO Office (Data via Refinitiv).

This is not the first equity market 
correction (pullback of at least 10%), 
but the 17th since 1990. On average, 
stocks tend to recover over the 
following year. However, the current 
context is anything but conventional, 
and recession risks are very real.
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... while probabilities continue to rise

CIO Office (Data via Polymarket). As of April 3, 2:40PM.

The risk of a recession is never zero. 
Since 1970, the U.S. economy has been 
in recession approximately 1 year out of 
8. However, the odds of an economic 
contraction in 2025 are now closer to 
50% according to the betting markets, 
which is not particularly exaggerated if 
the announced tariffs remain in place for 
an extended period. 

47%

13%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Jan, 2025 Feb, 2025 Mar, 2025 Apr, 2025

Probability of U.S. recession in 2025

Unconditional probability
(% of time in recession since 1970)

Betting markets probability 
(source = polymarket)



8

Rates are likely to drop further

CIO Office (Data via Refinitiv).

Over the coming weeks, we'll be 
keeping a close eye on the Federal 
Reserve's intentions, which, according 
to market expectations, could cut 
rates four times over the next year. 
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The U.S. against the world

CIO Office (Data via Refinitiv, IMF).

The big question, however, is how 
the strategy of retaliation will 
unfold elsewhere in the world. 
While the United States seems 
open to negotiation, its position of 
strength is not infallible.
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The information and the data supplied in the present video are considered accurate at the time of their publication and were obtained from sources which we considered reliable. This 
information and data are supplied as informative content only. No representation or guarantee, explicit or implicit, is made as for the exactness, the quality and the complete character 
of this information and these data. The opinions expressed are not to be construed as solicitation or offer to buy or sell securities and should not be considered as recommendations.
Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security performance, 
upcoming product offerings or other projections are the views of only the CIO Office, as of the time expressed and do not necessarily represent the views of National Bank of Canada 
and its subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions, which could cause actual results to differ materially from 
what the CIO Office presently anticipate(s) or project(s). The Bank disclaims any responsibility to update such views. These views are not a recommendation to buy or sell and may 
not be relied on as investment advice.
These index providers may be included in this document: BofA, Merrill Lynch, Standard & Poor's, FTSE, Nasdaq, Russel and MSCI. These companies are licensing their indices “as 
is,” make no warranties regarding same, do not guarantee the suitability, quality, accuracy, timeliness and/or completeness of their indices or any data included in, related to or 
derived therefrom, assume no liability in connection with their use and do not sponsor, endorse or recommend National Bank of Canada and its wholly owned subsidiaries any of their 
products and services. The above index providers do not guarantee the accuracy of any index or blended benchmark model created by National Investment Bank using any of these 
indices. No responsibility or liability shall attach to any member of the Index Providers or their respective directors, officers, employees, partners or licensors for any errors or losses 
arising from the use of this publication or any information or data contained herein. In no event shall the above Index Providers be liable to any party for any direct, indirect, incidental, 
exemplary, compensatory, punitive, special or consequential damages, costs, legal or other expenses, or losses (including, without limitation, lost revenues or profits and opportunity 
costs) arising out of or in connection with the use of the content, even if advised of the possibility of such damages.
The FTSE/TMX indices are trademarks of the LSE Group. S&P Indices are trademarks of S&P Dow Jones Indices LLC, a division of S&P Global. MSCI indices are trademarks of 
MSCI Inc. BofA indices are trademarks of Merrill Lynch, Pierce Fenner & Smith incorporated (“BofAML”). Nasdaq index is a trademark of Nasdaq Inc. Russell 2000 ® is a trademark 
of the Frank Russell Company.
© 2025 National Bank Investments Inc. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior written consent of National Bank Investments 
Inc.
® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under licence by National Bank Investments Inc.
National Bank Investments is a © National Bank Investments Inc., 2025. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior written consent 
of National Bank Investments Inc.
® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under licence by National Bank Investments Inc.
National Bank Investments is a signatory of the United Nations-supported Principles for Responsible Investment, a member of Canada’s Responsible Investment Association, and a 
founding participant in the Climate Engagement Canada initiative. 
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