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The major stock indexes closed low-
er on Monday, but partly recovered
from initial steeper losses as U.S.
President Donald Trump delayed tar-
iffs on Mexico after his orders to levy
tariffs on three countries sparked a
global scramble to safe-haven assets
earlier in the day.

Trump said he has paused planned
tariffs on Mexico for one month after
the nation agreed to reinforce its
northern border with 10,000 National
Guard members to stem the flow of il-
legal drugs, particularly fentanyl.

Over the weekend, Trump had an-
nounced hefty new tariffs of 25% on
imports from Mexico and Canada, and
10% on China – which he said may
cause short-term pain for Americans. 

“Trump has been really serious that
tariffs are going to be a primary tool to
achieve a number of different things,”
said Carol Schleif, chief investment of-
ficer at BMO Family Office.

“They’re not going away and the
ride is likely to be bumpy in the short
run. And it’s clear the European Union
is in his sights too.”

Analysts at Citi noted that “if tariffs
persist, markets are likely to move fur-
ther (down) and inflationary effects
will emerge.”

The Dow Jones Industrial Average
fell 122.75 points, or 0.28%, to
44,421.91, the S&P 500 lost 45.96
points, or 0.76%, to 5,994.57 and the
Nasdaq Composite lost 235.49 points,
or 1.2%, to 19,391.96.

Five of the 11 major S&P sectors rose,
with defensive ones such as health-
care and consumer staples leading
gains while information technology
and consumer discretionary lost the
most ground.

Legacy automakers – which have
been roiled by the impending tariffs -
recouped some of their losses with
Ford falling 1.9% and General Motors
down 3.2%. 

The Cboe Volatility Index, known as
Wall Street’s fear gauge, touched its
highest level in a week before falling to
18.6.

The stock market had already been
pulling back last week after Chinese
startup DeepSeek unveiled a break-
through in cheap artificial intelligence
models that sank tech stocks.

Nvidia dropped 2.8% and a gauge of
semiconductor stocks fell 1.8%.

“With the tariffs and the DeepSeek
freak-out that you had last week,
you’ve got the shift going from the
picks and shovels of the technology
buildout towards software. There’s
some of that parsing going on with a
focus on software,” Schleif said.

The economically sensitive Russell
2000 smallcaps index recovered from
its three-week low, ending down 1.3%.

Treasury yields edged down as in-
vestors fled to safer assets such as
bonds and gold. Spot gold scaled an
all-time high.

Several large companies report
quarterly earnings this week. Tyson
Foods shares gained 2.2% after the
meatpacker raised its annual sales
forecast, while IDEXX Laboratories
jumped 11.1% after the animal diagnos-
tics maker beat fourth-quarter profit
and revenue estimates.

On the data front, U.S. manufactur-
ing grew for the first time in more than
two years in January, data from the In-
stitute for Supply Management
showed.

Declining issues outnumbered ad-
vancers by a 2.18-to-1 ratio on the New
York Stock Exchange. There were 85
new highs and 142 new lows on the
NYSE.

On the Nasdaq, 1,306 stocks rose
and 3,089 fell as declining issues out-
numbered advancers by a 2.37-to-1 ra-
tio.

Volume on U.S. exchanges was
16.34 billion shares, compared with the
15.57-billion average for the full ses-
sion over the last 20 trading days.
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Analysts at Citi
noted that “if tariffs
persist, markets are
likely to move
further (down) and
inflationary effects
will emerge.”

WASHINGTON – U.S. manufactur-
ing grew for the first time in more than
two years in January, but recovery was
likely to be short-lived after President
Donald Trump imposed tariffs on goods
from Canada, Mexico and China at the
weekend, which will potentially further
raise raw material prices and snarl sup-
ply chains.

The survey from the Institute for
Supply Management (ISM) on Monday,
which was conducted before the esca-
lation in trade tensions, showed raw
material inventories at factories were
already declining last month, sending
prices rising for the fourth straight
month.

Economists warned of supply chain
disruptions, weak economic growth or
even a recession as well as higher prices
for American consumers from the tar-
iffs, which the White House said were
to hold the nation’s three largest trade
partners “accountable to their promises
of halting illegal immigration and stop-
ping poisonous fentanyl and other
drugs from flowing into our country.”

Trump on Saturday slapped 25% tar-
iffs on Canadian and Mexican goods
that are due to take effect on Tuesday.
Canada was also hit with a 10% tariff on
energy products. A 10% tariff was im-
posed on goods from China. Trump on
Monday said he would pause tariffs on
Mexican goods.

The automobile industry is likely to
take the biggest hit from tariffs. Layoffs
or furloughs of workers were expected.

Economists said even if tariffs were
delayed, the hanging threat would still
be a constraint for manufacturing
through a strong dollar that makes U.S.-
made goods uncompetitive on the glob-
al market.

“Tariffs represent a negative supply
shock, which hurts production and
raises prices, a much smaller scale of
what we experienced in the pandemic,”
said Kathy Bostjancic, chief economist
at Nationwide.

The ISM said its manufacturing PMI
increased to 50.9 last month, the high-

est reading since September 2022, from
49.2 in December. It was the first time
since October 2022 that the PMI rose
above the 50 mark, indicating growth in
the manufacturing sector, which ac-
counts for 10.3% of the economy. Econ-
omists polled by Reuters had forecast
the PMI rising to 49.8.

Manufacturing has been undercut
by the Federal Reserve hiking interest
rates by 5.25 percentage points in 2022
and 2023 to tame inflation. The U.S.
central bank started its policy easing
cycle in September. 

“We are forecasting a recession in
this quarter, it begins today, and … al-
most no growth at all in the second half
of the year,” said Carl Weinberg, chief
economist at High Frequency Econom-
ics. “We anticipate higher prices for
many goods, meaning the Fed will not
be able to cut rates to soften the fall.”

U.S. stocks tumbled at the open, be-
fore recouping some losses. The dollar
fell against a basket of currencies, but
remains supported by tariff moves. U.S.
Treasury yields dropped as investors
sought a safe haven.

Snarled supply chains

Manufacturing output fell 0.4% from
the fourth quarter of 2023 through the

fourth quarter of 2024, Fed data
showed.

“If tariffs do last for more than a few
weeks, production slowdowns from
supply chain disruptions and possible
furloughs of employees could be appar-
ent in sectors like auto manufacturing,”
said Veronica Clark, an economist at Ci-
tigroup. “The lingering threat of tariffs
implying a much stronger U.S. dollar
would also weigh on manufacturing as
roughly half of manufactured goods are
exported.”

Eight industries reported growth last
month, including textile mills, primary
metals, machinery and transportation
equipment. Among the other eight re-
porting a contraction were miscella-
neous manufacturing, wood and com-
puter and electronic products.

Makers of transportation equipment
said “alleviating supply chain condi-
tions are noticeably pivoting back into
acute shortage situations,” adding
“concerns are growing of an environ-
ment of more supply chain shortages.”

“Even if they (tariffs) are watered
down this year and eventually lifted,
new protectionist measures will cut
growth in residential investment and
business investment in structures,”
said Bernard Yaros, lead U.S. economist
at Oxford Economics.

US manufacturing, imports rebound
Tariffs could derail
tentative recovery
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Workers scan arriving air cargo packages inside a secure government
warehouse near Los Angeles International airport using a system designed by
U.S. Customs in Los Angeles, Calif., on May 2, 2024. MIKE BLAKE/REUTERS

RICHMOND – In Dima Ghawi’s early
career in finance and tech, she recalls
companies having some form of diver-
sity, equity and inclusion (DEI) policies
that tried to increase the number of
women working in certain fields.

“That was before DEI was the cool
thing to do, like a few years ago,” said
Ghawi, who is now a leadership coach
and considers herself a DEI success
story.

“Now when I look back, I feel the rea-
son I am doing what I’m doing – being
successful, driving positive change in
the world – is because somebody
opened a door for me that maybe was
not available to women before me.” 

When she interviewed for a teller job
at Bank of America, she recalled the hir-
ing manager telling her “everybody
starts someplace, everybody deserves a
chance.”

“It opened a small little door to help
me prove myself,” she said.

“And at the same time, he didn’t let
his bias affect how he perceived me at
that time – maybe the bias that I have
an accent, maybe the bias that I’m
female, maybe the bias related to I’m
from a different country,” she said. 

She said when it comes to DEI, she’s
not advocating to hire or promote peo-
ple solely because of factors like gender
or ethnicity.

“All we’re saying, at least what I’m
teaching people, is let’s pause and ad-
dress these biases that we may not be
aware of,” she said.

Stories like Ghawi’s could become
harder to come by under President
Trump’s administration, which is ag-
gressively rooting out DEI initiatives
throughout federal government, and
major companies from Meta to Ama-
zon.com Inc. are likewise winding
down some of their own programs.

Trump has strongly promoted the
push, casting DEI policies as illegal and
even pointing to DEI efforts as having
weakened federal air safety in his re-
marks about the deadly plane crash
near Ronald Reagan Washington Na-
tional Airport last week.

The impacts will be felt among un-
derrepresented groups, along with a
shrinking number of people in DEI-re-

lated positions in both the public and
private sectors, experts said.

“This is professionally jarring,” said
Ella Washington, a workplace consult-
ant, professor and author of books in-
cluding “The Necessary Journey: Mak-
ing Real Progress on Equity and Inclu-
sion.”

Action in D.C.

During his first days back in office,
Trump signed executive orders aimed
at ending DEI programs in the federal
government, and his administration di-
rected agencies to put all employees of
DEI offices on administrative leave.

He also rescinded an order, in place
since the 1960s, that barred discrimina-
tion on the part of federal contractors.

The president put DEI front and cen-
ter after the devastating Jan. 29 mid-air
crash that killed 67 people, in which a
commercial airliner collided with a
Black Hawk helicopter, saying the inci-
dent “could have been” the result of di-
versity hiring.

“Certainly, for an air traffic control-
ler, we want the brightest, the smartest,
the sharpest, we want somebody that’s
psychologically superior, and that’s
what we’re going to have,” he said.

Asked how he could conclude that
diversity had something to do with the
crash, Trump said: “Because I have
common sense, OK? And, unfortunate-
ly, a lot of people don’t.”

His administration also has directed
federal employees to report any col-
leagues attempting to disguise DEI pro-
grams as something else, threatening
“adverse consequences” if individuals
didn’t quickly disclose any attempted
subterfuge.

The moves came as a string of com-
panies, including Meta, Walmart Inc.,
McDonald’s Corp. and Target Corp., an-
nounced in recent weeks that they
would be winding down DEI or diversi-
ty-related programs or initiatives.

Washington pointed out, however,
that anti-DEI sentiment has been per-
colating for at least a few years, follow-
ing calls for racial justice – and back-
lash – after the 2020 death of George
Floyd, a Black man, at the hands of po-
lice in Minnesota. 

She said she already has seen col-
leagues getting laid off, chief diversity

officers losing their jobs or not having
positions backfilled and, in academia,
colleagues asked or told to change the
names of their courses.

“The chilling effect did not just start
for people like myself,” she said.

States have been passing their own
anti-DEI laws in recent years. Last year,
the University of Texas at Austin made
waves by summarily dismissing some
diversity staff to avoid conflict with an
anti-DEI state law.

The U.S. Supreme Court’s 2023 rul-
ing that effectively ended affirmative
action in admissions at U.S. colleges
and universities was also a seismic
move still having repercussions
throughout higher education.

Paulette Granberry Russell, presi-
dent of the National Association of Di-
versity Officers in Higher Education,
told Context/Thomson Reuters Foun-
dation that the White House’s recent
executive orders misrepresent DEI ef-
forts “as divisive rather than as essen-
tial to fostering opportunity and insti-
tutional excellence.”

Granberry Russell said her organiza-
tion is still encouraging institutions “to
continue to collect and share evidence
of how diversity, equity, and inclusion
initiatives contribute to student suc-
cess, workforce preparedness, and in-
stitutional strength, reinforcing the
idea that these programs are essential
to academic and economic progress.”

Studies have found that diversity
principles enacted by companies were
correlated to increased profitability.

Pro-Trump and conservative
groups, meanwhile, are hailing the an-
ti-DEI trend, saying such policies
worked to perpetuate discrimination
rather than break through it.

Pushing back

At the other end of the corporate
world, however, companies like Costco
Wholesale Corp. and Delta Air Lines
Inc. have rejected the recent anti-DEI
push.

Nevertheless, Washington said the
recent trends are jarring, noting that at
least one of Trump’s orders reversed
protections in place since the 1960s.

“This is literally a political attack on
people’s professions that actually had
nothing to do with politics.”

Anti-DEI push spreads across sectors
David Sherfinski
REUTERS


