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Abstract

The re-election of Donald Trump in November 2024 and his subsequent inauguration on January 20, 2025,
marked the beginning of a new era of trade policy turbulence. Trump’s aggressive tariff regime, dubbed
“Liberation Day” on April 2, 2025, introduced reciprocal tariffs aimed at addressing U.S. trade deficits,
igniting unprecedented volatility across global stock markets. This paper examines the period from January
20, 2025, to April 7, 2025, analyzing the cascading effects of these policies on global equities, with a
particular focus on Indian stock markets. Drawing on live incidents, market data, and expert insights, it
explores the mechanisms driving volatility, sectoral impacts, and the resilience of emerging markets like
India. Recommendations for investors, policymakers, and corporations are provided, followed by a

conclusion on the broader implications for global economic stability.
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Introduction

Donald Trump’s return to the White House on January 20, 2025, reignited debates over protectionism
and its economic consequences. His campaign promise of reciprocal tariffs materialized swiftly, with the
administration announcing a 10% baseline tariff on all U.S. imports on April 2, 2025, alongside higher
duties—up to 54% on China and 26% on India—effective April 9, 2025. These measures, intended to bolster
U.S. manufacturing and reduce a $1.2 trillion trade deficit, instead unleashed a storm of uncertainty,

triggering sharp declines in global stock markets and raising recession fears.

From January 20 to April 7, 2025, the S&P 500 plummeted 9% from its February peak, the Nasdaq
entered bear market territory with a 17.2% drop, and emerging markets faced significant foreign portfolio
investor (FPI) outflows. Indian stock markets, tracked by the Sensex and Nifty, experienced a rollercoaster
ride, shedding 14% from their 2024 highs by March before a partial recovery. This paper investigates the
volatility dynamics, focusing on real-time incidents and their disproportionate impact on India, an economy
balancing export reliance with robust domestic demand. It aims to answer: How have Trump’s tariffs

reshaped global and Indian stock markets, and what strategies can mitigate the fallout?
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Methodology

This study combines qualitative and quantitative approaches, analyzing market indices (S&P 500,
Nasdaq, Sensex, Nifty), volatility indices (VIX, India VIX), and sectoral performance data from January 20
to April 7, 2025. Real-time incidents are sourced from financial news outlets like Reuters, The Economic
Times, and Bloomberg, supplemented by expert commentary. The timeframe captures Trump’s
inauguration, tariff announcements, and market reactions up to the present date of April 7, 2025. Limitations

include the evolving nature of policy implementation and incomplete quarterly economic data.
Global Stock Market Volatility: A Timeline of Chaos
Trump’s tariff gambit unfolded in phases, each amplifying global market turbulence:

1. January 20—February 28, 2025: Anticipation and Early Signals

e Trump’s inauguration speech reiterated tariff threats, sparking initial unease. The S&P 500 rose 2%
in late January, reflecting optimism about pro-growth policies, but volatility crept in as details
remained vague. The Cboe Volatility Index (VIX) climbed from 10% to 15%, signalling heightened
investor anxiety.

e Indian markets mirrored this uncertainty. The Sensex gained 1.5% in late January, buoyed by
domestic earnings, but FPI outflows of Rs 1,22,910 crore year-to-date hinted at emerging market

fragility.
2. March 1-March 31, 2025: Policy Flip-Flops and Market Jitters

e On March 7, Trump imposed 25% tariffs on Canadian and Mexican goods, only to delay them to
April 2 after negotiations. The Nasdaq dropped 6% on March 11, its worst day since 2022, as tech
giants like Nvidia and Tesla faced supply chain fears. Gold surged 10% in 2025, reflecting a flight
to safety.

e In India, the Nifty fell 14% from its peak by March 8, with small caps entering bear territory. The
rupee hit 85.69 against the dollar, pressured by $15 billion in FPI exits. Pharma stocks like Sun

Pharma slumped 4%, despite later exemptions.
3. April 1-April 7, 2025: “Liberation Day” Shockwaves

e Trump’s April 2 announcement of a 10% baseline tariff, escalating to 34% on China, 46% on
Vietnam, and 26% on India by April 9, triggered a global sell-off. The S&P 500 nosedived 4.8%
on April 3, losing $2.4 trillion in value—the largest single-day drop since June 2020. The VIX hit
30, its highest since August 2024.

¢ Indian markets opened April 3 with the Sensex down 500 points and Nifty below 23,200. Pharma
stocks rallied (Dr. Reddy’s up 6%) due to exemptions, but IT (Infosys down 10%) and auto sectors
(Tata Motors muted) bore the brunt. By April 7, the Sensex partially recovered to 42,225, up 0.56%,

reflecting bargain hunting.
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These incidents underscore a pattern: Trump’s tariff unpredictability announcing,

retracting, then escalating amplified volatility, eroding investor confidence worldwide.
Indian Stock Markets: A Case Study in Resilience and Vulnerability
India’s stock markets faced unique challenges and opportunities amid Trump’s tariff regime:
1. Sectoral Impacts

e Pharmaceuticals: Initially feared to suffer, the sector dodged the 26% tariff bullet on April 2,
sparking a rally. Companies like Sun Pharma (32% U.S. sales) and Dr. Reddy’s (47% U.S. sales)
gained 4-6% by April 7, bolstered by India’s 47% share of U.S. generic drug imports.

o IT Services: With 60% of revenues from the U.S., firms like TCS and Infosys saw 10% drops on
April 3 as U.S. discretionary spending fears loomed. Bernstein downgraded IT to “equal-weight,”
citing tariff-induced slowdowns.

o Automobiles: Auto exports (3% of India’s U.S. shipments) faced pressure, with Macquarie
estimating a 0.16% GDP hit at 10% tariffs, rising to 0.8% at 25%. Tata Motors stagnated, up just
0.56% by April 7.

e Metals: Steel and aluminium, already under 25% tariffs since March 12, saw no additional

reciprocal impact, stabilizing stocks like Tata Steel.
2. Market Dynamics

e The India VIX spiked to 20 in early April, reflecting heightened risk aversion. FPI selling
intensified, with Rs 24,753 crore exiting in March alone. Yet, domestic institutional investors (DIIs)
absorbed much of the shock, limiting the Nifty’s fall to 4-5% short-term, as predicted by Amisha
Vora of PL Group.

e The rupee’s late 2024 rally to a 3-month high reversed, hovering at 85.69 by April 7, amplifying

imported inflation risks.
3. Relative Advantage

e India’s 26% tariff rate, lower than China’s 54%, positioned it as a potential alternative in U.S.
supply chains. Analysts like Sujan Hajra of Anand Rathi Group estimate a modest 0.2% GDP hit
even in a worst-case export decline, thanks to a 12% export-to-GDP ratio and resilient domestic

demand (6.5-7.5% growth projected).

India’s experience highlights a dual narrative: vulnerability to global trade shocks tempered by

structural strengths and strategic positioning.
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Mechanisms Driving Volatility
Several factors amplified market turbulence:

e Policy Uncertainty: Trump’s flip-flops—delaying tariffs on Canada, then escalating globally—Ieft
markets guessing, as noted by David Bahnsen of the Bahnsen Group.

e Retaliatory Risks: China’s 34% counter-tariff on U.S. goods and the EU’s 20% pledge deepened
trade war fears, with Goldman Sachs warning of a 1.7% hit to China’s growth.

e Inflation Fears: Tariffs, inherently inflationary, threatened U.S. consumer prices, prompting
Goldman to cut its 2025 S&P 500 forecast to 5,900 and raise recession odds to 35%.

e FPIFlight: Emerging markets, including India, saw capital outflows as investors sought safe havens

like U.S. Treasuries and gold.
Live Incidents: A Closer Look

e April 3, 2025: U.S. markets crashed after Trump’s speech, with the Dow losing 235 points intraday
before closing up 0.56% at 42,225.32, reflecting late buying. India’s Sensex mirrored this, dropping
500 points before pharma-led recovery.

e April 4, 2025: China’s yuan fell to a seven-week low, and Brent crude slumped 6.8% to
$68.83/barrel, signalling global demand fears. Indian IT stocks extended losses, with HCL Tech
down 8%.

e April 6,2025: Hedge funds dumped $40 billion in stocks post-tariff shock, per Reuters, amplifying
the Nasdaq’s bear market entry. India’s Nifty stabilized above 22,550, buoyed by DII support.

These events illustrate the real-time interplay of policy shocks and market reactions.
Recommendations

1. For Investors

e Diversify into defensive assets (gold, consumer staples) and quality stocks to weather volatility.

e Capitalize on India’s pharma rally and explore EMS opportunities as supply chains shift from
China.

e Maintain 6—12 months of liquid cash reserves to navigate uncertainty, as advised by J.P. Morgan’s

Hugh Gimber.

2. For Policymakers

¢ India should accelerate trade talks with the U.S. to secure exemptions or lower tariffs, leveraging
its generic drug leverage.

e Rationalize tariffs on U.S. goods (e.g., steel) to pre-empt retaliation, as suggested by YES

Securities.

e Boost domestic stimulus to offset export declines, mirroring China’s approach.
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3. For Corporations

Indian exporters should diversify markets (e.g., ASEAN, EU) to reduce U.S. reliance.
IT firms must innovate cost structures to retain U.S. clients amid spending cuts.

Pharma companies should lock in U.S. contracts before potential tariff revisions.

Conclusion

Trump’s tariff gambit has reshaped global stock markets, injecting volatility and uncertainty from

January 20 to April 7, 2025. The S&P 500’s 9% correction, Nasdaq’s bear market, and India’s 14% Nifty

drop underscore the fragility of interconnected economies. Yet, India’s relative resilience—driven by

pharma exemptions, domestic demand, and lower tariffs than peers—offers a silver lining. While short-term

turbulence persists, with the VIX and India VIX elevated, the long-term outlook hinges on negotiation

outcomes and retaliatory restraint. Trump’s policies may achieve U.S. trade goals but risk a global recession,

with Goldman Sachs and JPMorgan raising odds to 35-40%. For India, strategic adaptation—balancing

openness with resilience—will determine its trajectory in this new trade order. As markets await clarity

beyond April 9, the stakes remain high, and the gambit’s success remains uncertain.
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