
 
 
 

 
 

Trade War is Hell  
April 9, 2025 

Waking Up to A New Reality — Recession 
There are tariffs, there are reciprocal tariffs and then there are these proposed tariffs. As the “reciprocal” tariffs do 
not have any factual basis, there is no obvious solution to the announced tariffs and no agreed-upon starting point 
for negotiation. As such, one takeaway may be that these tariffs may not be meant to serve as a basis for 
negotiations. They may not be the means to an end, they may be the end.  

Given there is no sign that the Administration is rethinking the announced policies (and absent any successful 
legal challenges), we are making a number of significant changes to our economic outlook that reflect our 
expectations for changes in consumer and corporate behavior, trade accounting and government spending. 
Specifically, we now expect a recession in 2025 and are making the following adjustments to our 2025 
economic outlook: 

2025 Real GDP Growth – New: 0.0% 
2025 Real GDP Growth – Previous: +2.3% 

We now expect at least two quarters of negative growth beginning in Q2 2025. After a short-lived bounce in 
consumer activity as consumers attempt to get in front of tariff-driven price increases, economic uncertainty and 
equity market volatility and/or an equity wealth effect should combine to prompt increases in the personal savings 
rate resulting in lower consumer spending and layoffs resulting from that decrease in activity. Corporate 
investment is likely to follow a similar pattern with some companies able to invest to avoid tariffs, but with larger 
investments likely put on hold until the new order sorts itself out. The result should be a significant slowing in real 
economic activity. Acting as a partial offset will be a reduced level of trade (the large deficit is, after all, the 
rationale for these tariffs) and increased government spending on unemployment benefits and other measures 
of consumer support.  

2025 Inflation – New: 3.1% 
2025 Inflation – Previous: 2.8% 

Price adjustments will likely show higher inflation with tariffs adding to inflation pressures but weakened demand 
should act to limit overall price increases.  

2025 Policy rate change – New: -100bp 
2025 Policy rate change – Previous: -50bp 
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The Federal Reserve finds itself between a rock and a hard place. The Administration has been vocal about their 
desire for the Federal Reserve to ease policy by reducing interest rates and have pointed to recent market actions 
related to tariffs as justification. Chairman Powell is unlikely to be swayed by these arguments as the market 
movement has been caused by the policy actions of the Administration. Actions to offset the market response to 
these policies could encourage more actions that disrupt the real economy and/or financial markets. As a 
consequence, we look for the Federal Reserve to act, but we expect its actions to lag behind the evidence of a 
significant weakening in the economy — for example, evidence that the unemployment rate is moving decisively 
towards 5%.  

2025 US Treasury 10-year yield – New: 3.75% 
2025 US Treasury 10-year yield – Previous: 4.25% 

We are revising down our 10-year yield forecast to reflect lower growth and that the forecast tariff-driven inflation 
increase is temporary in nature. We continue to believe that longer-term neutral rates are above 4%.  

Damaged Goods  
Even if there is a near-term resolution of the tariff and other trade issues, damage has been done to the economy 
and to consumer expectations. It is also unlikely that markets will rebound fully meaning that for the large cohort 
of workers approaching retirement and for those workers striving toward home ownership, the boost in the 
savings rate prompted by this volatility may be sustained.  
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Disclosures  

This material is intended solely for Institutional Investors, Qualified Investors and Professional Investors. This analysis is not intended for 
distribution with Retail Investors.  

This document has been prepared by MetLife Investment Management (“MIM”)1 solely for informational purposes and does not constitute a 
recommendation regarding any investments or the provision of any investment advice, or constitute or form part of any advertisement of, offer 
for sale or subscription of, solicitation or invitation of any offer or recommendation to purchase or subscribe for any securities or investment 
advisory services. The views expressed herein are solely those of MIM and do not necessarily reflect, nor are they necessarily consistent with, 
the views held by, or the forecasts utilized by, the entities within the MetLife enterprise that provide insurance products, annuities and 
employee benefit programs. The information and opinions presented or contained in this document are provided as of the date it was written. It 
should be understood that subsequent developments may materially affect the information contained in this document, which none of MIM, its 
affiliates, advisors or representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not 
rely on this document as providing, a recommendation with respect to any particular investment strategy or investment. Affiliates of MIM may 
perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) 
of any company mentioned herein. This document may contain forward-looking statements, as well as predictions, projections and forecasts of 
the economy or economic trends of the markets, which are not necessarily indicative of the future. Any or all forward-looking statements, as 
well as those included in any other material discussed at the presentation, may turn out to be wrong.  

All investments involve risks including the potential for loss of principle and past performance does not guarantee similar future results. 
Property is a specialist sector that may be less liquid and produce more volatile performance than an investment in other investment sectors. 
The value of capital and income will fluctuate as property values and rental income rise and fall. The valuation of property is generally a matter 
of the valuers’ opinion rather than fact. The amount raised when a property is sold may be less than the valuation. Furthermore, certain 
investments in mortgages, real estate or non-publicly traded securities and private debt instruments have a limited number of potential 
purchasers and sellers. This factor may have the effect of limiting the availability of these investments for purchase and may also limit the 
ability to sell such investments at their fair market value in response to changes in the economy or the financial markets 

In the U.S. this document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities Exchange Commission 
registered investment adviser. MIM, LLC is a subsidiary of MetLife, Inc. and part of MetLife Investment Management. Registration with the 
SEC does not imply a certain level of skill or that the SEC has endorsed the investment advisor.  

This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the UK Financial 
Conduct Authority (FCA reference number 623761), registered address 1 Angel Lane 8th Floor London EC4R 3AB United Kingdom. This 
document is approved by MIML as a financial promotion for distribution in the UK. This document is only intended for, and may only be 
distributed to, investors in the UK and EEA who qualify as a “professional client” as defined under the Markets in Financial Instruments 
Directive (2014/65/EU), as implemented in the relevant EEA jurisdiction, and the retained EU law version of the same in the UK.  

MIMEL: For investors in the EEA, this document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), 
authorised and regulated by the Central Bank of Ireland (registered number: C451684), registered address 20 on Hatch, Lower Hatch Street, 
Dublin 2, Ireland. This document is approved by MIMEL as marketing communications for the purposes of the EU Directive 2014/65/EU on 
markets in financial instruments (“MiFID II”). Where MIMEL does not have an applicable cross-border licence, this document is only intended 
for, and may only be distributed on request to, investors in the EEA who qualify as a “professional client” as defined under MiFID II, as 
implemented in the relevant EEA jurisdiction. 

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various 
jurisdictions) only. The recipient of this document acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council 
(“GCC”) or the Middle East has reviewed or approved this document or the substance contained within it, (2) this document is not for general 
circulation in the GCC or the Middle East and is provided on a confidential basis to the addressee only, (3) MetLife Investment Management is 
not licensed or regulated by any regulatory or governmental authority in the Middle East or the GCC, and (4) this document does not constitute 
or form part of any investment advice or solicitation of investment products in the GCC or Middle East or in any jurisdiction in which the provision 
of investment advice or any solicitation would be unlawful under the securities laws of such jurisdiction (and this document is therefore not 
construed as such). 

For investors in Japan: This document is being distributed by MetLife Asset Management Corp. (Japan) (“MAM”), 1-3 Kioicho, Chiyoda-ku, 
Tokyo 102-0094, Tokyo Garden Terrace KioiCho Kioi Tower 25F, a registered Financial Instruments Business Operator (“FIBO”) under the 
registration entry Director General of the Kanto Local Finance Bureau (FIBO) No. 2414. 

For Investors in Hong Kong: This document is being issued by MetLife Investments Asia Limited (“MIAL”), a part of MIM, and it has not been 
reviewed by the Securities and Futures Commission of Hong Kong (“SFC”).  

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the 
Corporations Act 2001 (Cth) (the Act). MIM LLC exempt from the requirement to hold an Australian financial services license under the Act in 
respect of the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law, which is different from 
Australian law.  

1 MetLife Investment Management (“MIM”) is MetLife, Inc.’s institutional management business and the marketing name for 
subsidiaries of MetLife that provide investment management services to MetLife’s general account, separate accounts and/or 
unaffiliated/third party investors, including: Metropolitan Life Insurance Company, MetLife Investment Management, LLC, MetLife 
Investment Management Limited, MetLife Investments Limited, MetLife Investments Asia Limited, MetLife Latin America Asesorias e 
Inversiones Limitada, MetLife Asset Management Corp. (Japan), and MIM I LLC and MetLife Investment Management Europe 
Limited. 
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