
In February, the United States Supreme Court struck down 
President Trump’s global tariffs imposed under the International 
Emergency Economic Powers Act. The administration responded 
swiftly, introducing 15% tariffs under Section 122 of the Trade Act, 
highlighting a deeper shift: U.S. economic engagement with the 
world is becoming less rules-based and more discretionary. Trade, 
immigration and cross-border capital flows are increasingly driven 
by national priorities rather than institutional commitments.

For decades, the U.S. served as the architect and anchor of 
a rules-based global system, underwriting the World Trade 
Organization (WTO) framework, free trade, open capital 
accounts and relatively liberal migration flows. That architecture 
is now changing. As Washington asserts greater discretion over 
trade, capital and people flows, the rest of the world is quietly 
building buffers and hedging U.S. dependency.

This is not the end of globalization. It is the gradual de-
Americanization of it.

Trade: Rewiring, Not Retreating
What began as U.S.–China decoupling is turning into something broader. 
Washington speaks the language of “China +1,” while Beijing has quietly 
adopted its own version: “U.S. +1” (see Untangling Supply Chain Linkages, 
March 2023). Both economies are structurally diversifying away from each 
other. China’s share of U.S. imports has fallen from 21% in 2016 to 13% in 
2024, while the U.S. share of Chinese exports has slipped from 18% to 15%.

As the U.S. broadens its tariff regime and intensifies its onshoring push, the 
rest of the world is hedging U.S. exposure. This is a reconfiguration, not 
collapse, of global trade. Away from the WTO-governed system, a dense web 
of regional blocs and bilateral alignments that bypass traditional multilateral 
channels is shaping. 
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Regional trade agreements (RTAs) 
have risen from 273 in 2015 to 380 in 
2025, a 40% increase (Display 1). The 
center of gravity is shifting toward 
regional and bilateral arrangements. 
Intra-BRICS1 trade has expanded from 
$84 billion in 2003 to $1.17 trillion in 
2024, growing 13% annually, more than 
double the 5.7% global trade growth. 
South-South trade between countries 
in the Global South grew 9.5% in the 
same period.

The trend is increasingly visible in 
country-level trade strategies. China 
is redirecting exports to ASEAN, 
the Middle East, Latin America and 
the broader Global South. China is 
now Brazil’s largest trading partner. 
Mercosur, the Southern Common 
Market, has ratified a deal with the 
European Free Trade Association. The 
Economic Commission for Latin America 
and the Caribbean (CEPAL) urges 
diversification of trade relations as a 
strategic priority in response to U.S. 
policy shifts and rising protectionism. 

The same logic is shaping political 
alignments. The EU’s “Strategic 
Compass 2030” seeks to reduce 
dependence on U.S. defense equipment. 
India, historically protectionist, has 
signed trade agreements with Oman, 
the U.K. and the EU.

Trade settlement mechanisms are also 
adjusting. The Renminbi’s share of China’s 
cross-border trade settlement increased 
from 14% in 2019 to 30% in 2024. Brazil 
and China have announced local currency 
settlement mechanisms that reduce U. S. 
dollar (USD) intermediation.

Corporate behavior reflects the same 
trend. One-third of U.S. companies 
report meaningful declines in foreign 
sales. Allianz Trade’s 2025 survey 
found that more than one-third of 

global firms have secured non-U.S. 
export markets, with many others 
planning to do so. Among Chinese 
firms, the share of manufacturers 
intending to supply the U.S. market 
has fallen from 15% to 3%. Luxury 
automakers such as Aston Martin 
and Jaguar have paused shipments to 
reassess post-tariff economics.

The trend extends beyond physical 
goods. Global trade in services 
expanded 225% between 2005 and 
2023, outpacing the 134% increase in 
goods trade. Services globalization 
proved resilient even through earlier 
tariff cycles. But that resilience is 
beginning to shift.

The EU is constructing sovereign cloud 
frameworks to reduce dependence 
on U.S. technology platforms. 
China’s “Xinchuang” policy mandates 
replacement of foreign software and 
hardware in strategic sectors. Gulf 
states are inviting Chinese cloud 
providers alongside U.S. firms. Saudi 
Arabia’s Vision 2030 localizes digital 
infrastructure. Taken together, digital 
sovereignty is becoming state doctrine.

Capital: Multipolar Liquidity
Central banks are diversifying reserves. 
The USD remains dominant, but 
concentration is declining. China’s USD 
share of reserves fell from 59% in 2016 
to roughly 25% in 2023. India increased 
gold holdings by 33% over the last five 
years. There is no single replacement 
alternative. Instead, reserve managers 
are broadening exposure across gold 
and non-traditional currencies.

Foreign ownership of U.S. Treasuries 
has fallen from 56.5% in 2008 to 30% 
in 2024. Japan and China, the largest 
foreign holders, have reduced both 
their absolute holdings and relative 
share. Japan’s holdings fell from $1.25 
trillion in 2020 to $1.06 trillion in 
2024, a decrease of 15%. Its share of 
total foreign-held U.S. debt declined 
from 17.7% to 12.4%. 

China’s holdings declined 30%, from 
$1.07 trillion to $760 billion, with its 
share nearly halving from 15% to 8.9%.

Global flows mirror this shift. 
According to UNCTAD (UN Trade and 
Development), the Global South now 

DISPLAY 1 
Deglobalization’s Demise Has Been Greatly Exaggerated 
Cumulative number of regional trade agreements (RTAs in force) 
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Source: WTO. As of Dec 31, 2025. 

1 BRICS is an intergovernmental organization comprised of ten countries: Brazil, China, Egypt, Ethiopia, India, Indonesia, Iran, Russia, South Africa and the 
United Arab Emirates.
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accounts for 44% of global trade 
(versus 33% in 2007), 42% of global 
output (versus 30%), and 58% of FDI 
(foreign direct investment) inflows 
(versus 22% – Display 2). 

This is not a run away from U.S. 
assets. It is a reduction in its structural 
dependence.

People: Talent Is Diversifying
The shift extends beyond trade and 
capital. For decades, the U.S. was the 
default destination for global talent. 
That gravitational pull is softening. 
International student arrivals to the 
U.S. fell 19% in 2025, with sharp 
declines from India (-44%), China (-12%) 
and South Korea (-11%). 

High-net-worth migration flows tell a 
similar story. The United Arab Emirates 
now leads global net inflows of 
millionaires, surpassing the U.S.

It’s not just about incoming students or 
millionaires. In 2025, the U.S. recorded 
net negative migration for the first 
time since 1935, with an estimated 
loss of some 150,000 people. The 
data includes deportations and self-
deportations, but also roughly 180,000 
American citizens leaving the country, 
mostly headed to Europe. Once the data 
is completed, the actual number is likely 
to be higher. Additionally, the outflow is 
expected to increase in 2026 due to less 
favorable visa policies and increasing 
scrutiny on visitors (Display 3).

Positioning for De-
Americanization 
Globalization is not fading, but U.S. 
centrality within it is. Trade is becoming 
regional. Capital is becoming multipolar. 
Talent is spreading across competing 
innovation hubs. The system is shifting 
from a single gravitational center to a 
network of interconnected nodes.

For Emerging Markets, this dispersion 
creates differentiated opportunities. 

Economies that have export overlap 
with China, notably Korea, Taiwan and 
Vietnam, stand to benefit as preferred 
suppliers to the U.S., particularly in 
defense, shipbuilding and the AI supply 
chain. Tariff fears remain more illusion 
than reality for these strategically 
aligned economies. 

Similarly, South-South trade champions 
embedded in expanding BRICS 
corridors gain structural tailwinds. 

Commodity exporters tied to Middle 
East, ASEAN and intra-Asia trade flows 
benefit. Local equity and bond markets 
stand to gain as reserve diversification 
broadens beyond the USD. Financial 
centers capturing wealth and migration 
flows gain strategic relevance. 
As global centrality diffuses, the 
opportunity set in Emerging Markets 
broadens, structurally, not cyclically. 

DISPLAY 2
The Global South Rises
The Global South’s share of global FDI, goods trade, and GDP

70

20

10

0

■ 2007  ■ 2024

GDPMerchandise tradeFDI inflows

22

60

50

40

30

42

30

44

33

58

Source: UNCTAD. As of Dec 31, 2024. 

DISPLAY 3
The Diminishing American Dream 
Declining immigration to the U.S.
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IMPORTANT DISCLOSURES
Charts and graphs provided herein are for illustrative purposes only. Past 
performance is no guarantee of future results.
There is no guarantee that any investment strategy will work under all 
market conditions, and each investor should evaluate their ability to invest 
for the long-term, especially during periods of downturn in the market.
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the particular Strategy may 
include securities that may not necessarily track the performance of a 
particular index. Please consider the investment objectives, risks and 
fees of the Strategy carefully before investing. A minimum asset level 
is required.
For important information about the investment managers, please refer 
to Form ADV Part 2.
The views and opinions and/or analysis expressed are those of the author 
or the investment team as of the date of preparation of this material 
and are subject to change at any time without notice due to market or 
economic conditions and may not necessarily come to pass. Furthermore, 
the views will not be updated or otherwise revised to reflect information 
that subsequently becomes available or circumstances existing, or changes 
occurring, after the date of publication. The views expressed do not reflect 
the opinions of all investment personnel at Morgan Stanley Investment 
Management (MSIM) and its subsidiaries and affiliates (collectively “the 
Firm”), and may not be reflected in all the strategies and products that the 
Firm offers.
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns 
and market outlooks is based on the research, analysis and opinions of 
the authors or the investment team. These conclusions are speculative in 
nature, may not come to pass and are not intended to predict the future 
performance of any specific strategy or product the Firm offers. Future 
results may differ significantly depending on factors such as changes in 
securities or financial markets or general economic conditions.
This material has been prepared on the basis of publicly available 
information, internally developed data and other third-party sources 
believed to be reliable. However, no assurances are provided regarding the 
reliability of such information and the Firm has not sought to independently 
verify information taken from public and third-party sources.
This material is a general communication, which is not impartial and 
all information provided has been prepared solely for informational 
and educational purposes and does not constitute an offer or a 
recommendation to buy or sell any particular security or to adopt 
any specific investment strategy. The information herein has not been 
based on a consideration of any individual investor circumstances and 
is not investment advice, nor should it be construed in any way as tax, 
accounting, legal or regulatory advice. To that end, investors should 
seek independent legal and financial advice, including advice as to tax 
consequences, before making any investment decision.
The indexes are unmanaged and do not include any expenses, fees or sales 
charges. It is not possible to invest directly in an index. Any index referred 
to herein is the intellectual property (including registered trademarks) 
of the applicable licensor. Any product based on an index is in no way 
sponsored, endorsed, sold or promoted by the applicable licensor and it 
shall not have any liability with respect thereto.
This material is not a product of Morgan Stanley’s Research Department 
and should not be regarded as a research material or a recommendation.
The Firm has not authorised financial intermediaries to use and to 
distribute this material, unless such use and distribution is made in 

accordance with applicable law and regulation. Additionally, financial 
intermediaries are required to satisfy themselves that the information 
in this material is appropriate for any person to whom they provide this 
material in view of that person’s circumstances and purpose. The Firm 
shall not be liable for, and accepts no liability for, the use or misuse of this 
material by any such financial intermediary.
This material may be translated into other languages. Where such a 
translation is made this English version remains definitive. If there are any 
discrepancies between the English version and any version of this material 
in another language, the English version shall prevail.
The whole or any part of this material may not be directly or indirectly 
reproduced, copied, modified, used to create a derivative work, performed, 
displayed, published, posted, licensed, framed, distributed or transmitted 
or any of its contents disclosed to third parties without the Firm’s express 
written consent. This material may not be linked to unless such hyperlink 
is for personal and non-commercial use. All information contained herein is 
proprietary and is protected under copyright and other applicable law.
Eaton Vance is part of Morgan Stanley Investment Management. 
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.

DISTRIBUTION
This material is only intended for and will only be distributed to persons 
resident in jurisdictions where such distribution or availability would 
not be contrary to local laws or regulations.
MSIM, the asset management division of Morgan Stanley (NYSE: MS), 
and its affiliates have arrangements in place to market each other’s 
products and services. Each MSIM affiliate is regulated as appropriate 
in the jurisdiction it operates. MSIM’s affiliates are: Calvert Research 
and Management, Eaton Vance Management, Parametric Portfolio 
Associates LLC, Parametric SAS, and Atlanta Capital Management LLC.
This material has been issued by any one or more of the following entities:

EMEA:
This material is for Professional Clients/Accredited Investors only.
In the EU, MSIM materials are issued by MSIM Fund Management (Ireland) 
Limited (“FMIL”). FMIL is regulated by the Central Bank of Ireland and 
is incorporated in Ireland as a private company limited by shares with 
company registration number 616661 and has its registered address at 24- 
26 City Quay, Dublin 2, DO2 NY19, Ireland. 
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) is authorised and regulated by the 
Financial Conduct Authority. Registered in England. Registered No. 1981121. 
Registered Office: 25 Cabot Square, Canary Wharf, London E14 4QA. 
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland.
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM 
FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 
1 1096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de 
Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle 
Serrano 55, 28006, Madrid, Spain. Germany: MSIM FMIL, Frankfurt 
Branch, Grosse Gallusstrasse 18, 60312 Frankfurt am Main, Germany 
(Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Denmark: MSIM 
FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel Towers, Axeltorv2, 
1609 Copenhagen V, Denmark.

Risk Considerations
There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the possibility that 
the market values of securities owned by a portfolio will decline and that the value of portfolio shares may therefore be less than what you 
paid for them. Market values can change daily due to economic and other events (e.g. natural disasters, health crises, terrorism, conflicts and 
social unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration, and potential adverse 
effects (e.g. portfolio liquidity) of events. Accordingly, you can lose money investing in a portfolio. Please be aware that a portfolio may 
be subject to certain additional risks. In general, equities securities’ values also fluctuate in response to activities specific to a company. 
Investments in foreign markets entail special risks such as currency, political, economic, market and liquidity risks. The risks of investing in 
emerging market countries are greater than the risks generally associated with investments in foreign developed countries.
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MIDDLE EAST:
Dubai International Financial Centre: This information does not 
constitute or form part of any offer to issue or sell, or any solicitation 
of any offer to subscribe for or purchase, any securities or investment 
products in the UAE (including the Dubai International Financial Centre 
and the Abu Dhabi Global Market) and accordingly should not be 
construed as such. Furthermore, this information is being made available 
on the basis that the recipient acknowledges and understands that the 
entities and securities to which it may relate have not been approved, 
licensed by or registered with the UAE Central Bank, the Dubai Financial 
Services Authority, the UAE Securities and Commodities Authority, the 
Financial Services Regulatory Authority or any other relevant licensing 
authority or government agency in the UAE. The content of this report 
has not been approved by or filed with the UAE Central Bank, the Dubai 
Financial Services Authority, the UAE Securities and Commodities 
Authority or the Financial Services Regulatory Authority. 
Abu Dhabi Global Market (“ADGM”): This material is sent strictly within 
the context of, and constitutes, an Exempt Communication. This material 
relates to content which is not subject to any form of regulation or 
approval by the Financial Services Regulatory Authority of the Abu Dhabi 
Global Market (the “FSRA”). 
Saudi Arabia: This financial promotion was issued and approved for use 
in Saudi Arabia by Morgan Stanley Saudi Arabia, Al Rashid Tower, Kings 
Sand Street, Riyadh, Saudi Arabia, authorized and regulated by the Capital 
Market Authority license number 06044-37.

U.S.: NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY 
LOSE VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT 
AGENCY | NOT A DEPOSIT
LATIN AMERICA (BRAZIL, CHILE COLOMBIA, MEXICO, PERU, AND URUGUAY)
This material is for use with an institutional investor or a qualified investor 
only. All information contained herein is confidential and is for the exclusive 
use and review of the intended addressee, and may not be passed on to any 
third party. This material is provided for informational purposes only and 
does not constitute a public offering, solicitation or recommendation to 
buy or sell for any product, service, security and/or strategy. A decision to 
invest should only be made after reading the strategy documentation and 
conducting in-depth and independent due diligence.

ASIA PACIFIC
Hong Kong: This material is disseminated by Morgan Stanley Asia Limited 
for use in Hong Kong and shall only be made available to “professional 
investors” as defined under the Securities and Futures Ordinance of Hong 
Kong (Cap 571). The contents of this material have not been reviewed 
nor approved by any regulatory authority including the Securities and 
Futures Commission in Hong Kong. Accordingly, save where an exemption is 
available under the relevant law, this material shall not be issued, circulated, 
distributed, directed at, or made available to, the public in Hong Kong. 

Singapore: This material is disseminated by Morgan Stanley Investment 
Management Company and should not be considered to be the subject of 
an invitation for subscription or purchase, whether directly or indirectly, 
to the public or any member of the public in Singapore other than (i) to 
an institutional investor under section 304 of the Securities and Futures 
Act, Chapter 289 of Singapore (“SFA”); (ii) to a “relevant person” (which 
includes an accredited investor) pursuant to section 305 of the SFA, and 
such distribution is in accordance with the conditions specified in section 
305 of the SFA; or (iii) otherwise pursuant to, and in accordance with the 
conditions of, any other applicable provision of the SFA. This publication has 
not been reviewed by the Monetary Authority of Singapore. Australia: This 
material is provided by Morgan Stanley Investment Management (Australia) 
Pty Ltd ABN 22122040037, AFSL No. 314182 and its affiliates and does not 
constitute an offer of interests. Morgan Stanley Investment Management 
(Australia) Pty Limited arranges for MSIM affiliates to provide financial 
services to Australian wholesale clients. This material will not be lodged 
with the Australian Securities and Investments Commission.
Japan: For professional investors, this material is circulated or distributed 
for informational purposes only. For those who are not professional 
investors, this material is provided in relation to Morgan Stanley 
Investment Management (Japan) Co., Ltd. (“MSIMJ”)’s business with 
respect to discretionary investment management agreements (“IMA”) and 
investment advisory agreements (“IAA”). This is not for the purpose of a 
recommendation or solicitation of transactions or offers any particular 
financial instruments. Under an IMA, with respect to management of 
assets of a client, the client prescribes basic management policies in 
advance and commissions MSIMJ to make all investment decisions based 
on an analysis of the value, etc. of the securities, and MSIMJ accepts such 
commission. The client shall delegate to MSIMJ the authorities necessary 
for making investment. MSIMJ exercises the delegated authorities based 
on investment decisions of MSIMJ, and the client shall not make individual 
instructions. All investment profits and losses belong to the clients; 
principal is not guaranteed. Please consider the investment objectives 
and nature of risks before investing. As an investment advisory fee for an 
IAA or an IMA, the amount of assets subject to the contract multiplied by 
a certain rate (the upper limit is 2.20% per annum (including tax)) shall 
be incurred in proportion to the contract period. For some strategies, a 
contingency fee may be incurred in addition to the fee mentioned above. 
Indirect charges also may be incurred, such as brokerage commissions for 
incorporated securities. Since these charges and expenses are different 
depending on a contract and other factors, MSIMJ cannot present the 
rates, upper limits, etc. in advance. All clients should read the Documents 
Provided Prior to the Conclusion of a Contract carefully before executing 
an agreement. This material is disseminated in Japan by MSIMJ, Registered 
No. 410 (Director of Kanto Local Finance Bureau (Financial Instruments 
Firms)), Membership: the Japan Securities Dealers Association, The 
Investment Trusts Association, Japan, the Japan Investment Advisers 
Association and the Type II Financial Instruments Firms Association.

https://www.morganstanley.com/im/en-us/financial-advisor.html



