
Markets steady as tariff fears ease. Global market concerns 
surrounding tariffs eased when the Supreme Court ruled that the 
mechanism used in President Trump’s sweeping Liberation Day tariffs 
were unlawful. Trump subsequently announced new tariffs would 
come into effect at 15% (via another mechanism). In the end a 10% 
blanket rate was added. Whilst the administration can still table new 
tariff measures, the court ruling suggested that the raising of revenue 
squarely sits with Congress, so will need its approval moving forward. 
Markets reacted positively as it largely ruled out a repeat of Liberation 
day and makes tariff policy more procedural.

US stocks recovered after worries about the impact of artificial 
intelligence on company profits proved short-lived. Even so, market 
leadership has broadened, with investors rotating away from the US 
and into other regions year to date (figure 1). After a strong start to 
2026, European equities climbed to record highs following a string 
of upbeat company results. Japanese stocks also broke records after 
Prime Minister Sanae Takaichi secured a decisive election victory, 
clearing the way for increased spending and tax cuts.

US inflation eased more than expected in January to 2.4%, down from 
2.7% the previous month, strengthening the case for the US Federal 
Reserve (Fed) to cut rates later in the year. The labour market also 
showed signs of improvement, with employers adding 130,000 jobs 
and unemployment falling to 4.3%. However, overall growth remained 
subdued at 1.4% in the fourth quarter, partly reflecting the impact of 
the longest federal shutdown in history.

UK gains momentum. The FTSE 100 climbed above 10,000 for the 
first time, supported by strong corporate earnings and softer inflation. 
The pound also rose to a four-year high against the dollar. Britain’s 
economy grew by 0.3% in November, its fastest pace since June, 
driven by a rebound in manufacturing and services activity.

Inflation fell significantly to 3% in January from 3.4%, its lowest level 
since March last year, increasing expectations of a Bank of England rate 
cut in March. Although the Bank kept interest rates on hold at 3.75% 
at the start of February, it signalled that cuts are likely later in the year 

Equities recovered after Trump’s tariffs were a lower rate than threatened

March 2026  |  Market update

Markets rise amid  
easing tariff fears

as inflation moves back towards its 2% target. Signs of labour-market 
weakness persist, with unemployment near a five-year high and wage 
growth continuing to ease.

Europe and Asia mixed. The European Central Bank (ECB) left 
interest rates unchanged at 2% after eurozone inflation slowed to 
1.7% in January, below its target for the first time since May. Despite 
geopolitical tensions and trade uncertainty, the eurozone economy 
expanded by 0.3% in the final quarter, unchanged from the previous 
three months. Business surveys suggest a gradual recovery is underway, 
led by Germany, with confidence rising to a 20-month high.

China continues to face headwinds. While the economy grew 5% 
last year, meeting its official target, domestic demand remains weak. 
Consumer inflation slowed to 0.2% in January and producer prices 
remained in deflation, highlighting persistent price pressures. Although 
China reported a record $1.2 trillion trade surplus in 2025, driven by 
strong exports to non-US markets, fourth-quarter growth slowed, 

Figure 1: Leadership shifts
Regional stock markets have outperformed so far this year as 
investors rotate beyond the US.
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