Nikkei 225 plunges over 5% amidst tariff tensions and economic concerns
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The Nikkei 225 index in Japan has experienced a significant drop of over 5% in early trading on Friday, marking a sharp reversal from the previous day's substantial surge of 9.1% following an announcement from US President Donald Trump regarding a temporary suspension of certain tariffs. As traders reacted to ongoing tariff concerns, the index was down 5.4% by the time the market opened. This trend was mirrored across other Asian markets, with South Korea’s Kospi index falling by 1.64%, and the Australian benchmark S&P/ASX 200 down more than 2%. The declines came amidst concerns over potential global economic slowdowns, which have also contributed to falling oil prices and a weakened US dollar.
In terms of currency, the Australian and New Zealand dollars have shown surprising resilience this week, rallying against the backdrop of a depreciating US dollar. The Australian dollar climbed to $0.6219, recovering from a five-year low earlier in the week, while the New Zealand dollar reached $0.5775, leading to weekly gains of 3.1% and 3.2%, respectively. Despite these increases, both currencies lost ground against major safe havens like the yen and euro, reflecting the overall uncertainty regarding global growth and resource demand.
The ongoing turmoil has also affected the Chinese yuan, which, while rebounding against a weaker US dollar, slipped to a 19-month low against its major trading partners. According to reports, the People’s Bank of China (PBOC) is actively trying to stabilise the yuan's value, instructing major state-owned banks to reduce dollar purchases to mitigate drastic dollar declines and potential financial instability. The PBOC's actions included a recent adjustment of its official yuan midpoint guidance, setting a rate that was firmer than market projections.
Investor sentiment in the Asia-Pacific region is notably cautious following tumultuous sessions on Wall Street, where the S&P 500, Dow Jones, and Nasdaq all posted dramatic losses. The downturn came after what had been a volatile trading week, wherein the earlier rally prompted by Trump’s tariff delay was swiftly reversed in the face of renewed fears regarding the economic implications of escalating trade conflicts, particularly with China facing tariffs as high as 145%.
Meanwhile, President Xi Jinping of China is scheduled to embark on a significant foreign trip commencing Monday, with planned visits to Vietnam, Malaysia, and Cambodia. Xi's visit to Vietnam, invited by President Luong Cuong, aims to strengthen bilateral ties amidst concerns about China's assertiveness in the South China Sea. This trip comes at a critical time, as the United States and China remain locked in a heightened trade confrontation that has seen many of China’s exports subjected to steep tariffs.
In a separate development affecting the shrimp industry in the US, American shrimpers are voicing approval of Trump’s tariff policies, hoping that increased tariffs on imports will provide relief from the pressures they've faced in recent years due to cheap foreign imports saturating the market. The Southern Shrimpers Alliance indicated that the industry has lost nearly half its market value since 2021.
On the economic landscape, the US dollar has fallen below 100 on its index for the first time since July 2023. This decline has unfolded against a backdrop of uncertainty and fluctuating investor confidence in the US economy. 
Overall, the economic sentiments throughout the Asia-Pacific region reflect a cocktail of volatility, caution, and responsive policies as leaders navigate ongoing trade disputes and their ramifications on global markets.
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