
  

                                                                                                                                                     

 
  

Trade War Intensifies with Chinese Retaliation 

• China responds to U.S. tariffs with retaliatory tariffs of its own.  

• There is still time for negotiations and deadlines can be extended. 

• While we are hopeful the countries will reach a deal, both countries appear willing to tolerate economic pain. 

Equity markets continued their slide on Friday as China responded to the tariffs that the United States announced on 
Wednesday afternoon. As we mentioned in a prior commentary, this would be a very fluid and public situation, playing 
out in the media. This is contributing to significant investor uncertainty, leading to declines in equity indices. 
 
As a recap, President Trump announced sweeping tariffs this week, including a 10% tariff on all countries (with some 
exceptions), and reciprocal tariffs targeting countries with higher tariff rates and trade deficits with the United States. 
This included China, which was one of the hardest hit with reciprocal tariffs at 34%. China responded on Friday with 
its own reciprocal tariff of 34% on goods coming from the U.S. The S&P 500 was down nearly 6% on Friday as investors 
moved to safe-haven assets such as U.S. Treasuries, driving bond prices up and yields lower. The 10-year Treasury 
yield fell below 4%. 
 
A possible silver lining in these tense negotiations between nations could be the timeline itself. The U.S. reciprocal 
tariffs on China are set to take effect on April 9, followed by Chinese tariffs on the United States on April 10. This 
window provides time for both sides to negotiate or delay these tariffs. It may also be a way for China to save face. If 
China caves to Trump’s tariffs, they could be perceived as weak. However, with both nations having threatened tariffs, 
negotiation may now proceed easier without either side appearing to have backed down under pressure. 
 
At the end of the day, no one knows how this will play out. President Trump appears willing to tolerate some economic 
and market weakness, while foreign nations seem more willing to push back. China holds a unique advantage as they 
don’t even need tariffs. The Chinese Communist Party can simply direct Chinese companies to avoid purchasing U.S. 
goods.  
 
While the risks of an escalating trade war are significant, there is still time for negotiation and these tariffs could be 
delayed for further discussions. The Trump administration is unlikely to want prolonged disruptions to the economy and 
market. It’s important to note that tariffs are implemented on companies, not countries. For instance, an American shoe 
company may manufacture shoes in China and ship them to the United States. China does not pay the tariff to ship 
shoes to the U.S.; the American shoe company does. Tariffs largely impact American companies making goods abroad. 
However, the impact on countries often comes later, when companies choose to relocate manufacturing to nations not 
subject to tariffs—a process that requires both time and substantial investment. 
 
Tariff-related news is fueling concerns around inflation and economic growth. The cost of tariffs will be shared by the 
companies importing goods and consumers, who are likely to face higher prices. This could potentially hurt corporate 
profits and dampen consumer spending. While it is too early to predict a recession, the risk is growing if the trade war 
drags on. The Fed may cut rates sooner than expected, as the inflation caused by tariffs is likely to be transitory. 
Remember, inflation is the change in the price of goods. In this case, the tariffs would likely lead to a one-time price 
increase, rather than the persistent inflation we saw during the pandemic. 
 
We believe it’s prudent to be well diversified to mitigate risk. This remains a fluid situation that can change quickly. 
Investors need to stay focused on their long-term objectives and not try to time market movements. We expect 
continued volatility. As always, please consult your financial professional for guidance during these times. 
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  About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. Cetera Investment 
Management provides market perspectives, portfolio guidance, model management, and other investment advice to its affiliated broker-dealers, 
dually registered broker-dealers and registered investment advisers. 
 
About Cetera Financial Group 
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, Cetera Advisor 
Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera Investors), and Cetera Financial 
Specialists LLC. All firms are members FINRA / SIPC. Located at 655 W. Broadway, 11th Floor, San Diego, CA 92101. 
 
About Avantax 
Avantax, Inc. (Avantax) is a wholly owned subsidiary of Aretec Group, Inc. (dba Cetera Holdings). Avantax is a unique community within 
Cetera Holdings, delivering tax-intelligent wealth management solutions for financial professionals, tax professionals, and CPA firms.  
 
Avantax operates two distinct, but related, models within its business: the independent Financial Professional model and the employee-based 
model. The independent Financial Professional model, known as Avantax Wealth Management®, works with a nationwide network of Financial 
Professionals operating as independent contractors. Avantax Wealth Management offers its services through its registered broker-dealer, 
Avantax Investment Services, Inc., Member FINRA/SIPC, registered investment advisor (RIA), Avantax Advisory Services, Inc., and insurance 

agency subsidiaries. The employee-based model, known as Avantax Planning Partners℠, offers services through its RIA, insurance agency, 

and affiliated broker-dealer, Avantax Investment Services, Inc. Avantax Planning Partners collaborates with CPA firms to provide their 
consumer and small-business clients with holistic financial planning and advisory services.  
 
Avantax Investment Services, Inc. is located at 3200 Olympus Blvd, Suite 100, Dallas, TX, 75019. Avantax and Cetera Financial Group are 
under common ownership. For additional information, please visit www.avantax.com Tax-Intelligent Investment Planning — Avantax® Wealth 
Management Since 1983, we’ve partnered with financial professionals, CPAs, and other tax professionals to help clients pursue  better after-
tax results and grow their business. 
 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive transaction-based 
compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and receive fees based on 
assets, or both Registered Representatives and Investment Adviser Representatives, who can offer both types of services. 
 
The material contained in this document was authored by and is the property of Cetera Investment Management LLC. Cetera Investment 
Management provides investment management and advisory services to a number of programs sponsored by affiliated and non-affiliated 
registered investment advisers. Your registered representative or investment adviser representative is not registered with Cetera Investment 
Management and did not take part in the creation of this material. He or she may not be able to offer Cetera Investment Management portfolio 
management services. 
 
Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal advice to any individual without 
the benefit of direct and specific consultation with an investment adviser representative authorized to offer Cetera Investment Management 
services. Information contained herein shall not constitute an offer or a solicitation of any services. Past performance is not a guarantee of 
future results. 
 
For more information about Cetera Investment Management, please reference the Cetera Investment Management LLC Form ADV disclosure 
brochure and the disclosure brochure for the registered investment adviser your adviser is registered with. Please consult with your adviser for 
his or her specific firm registrations and programs available. 
 
No independent analysis has been performed and the material should not be construed as investment advice. Investment decisions should not 
be based on this material since the information contained here is a singular update, and prudent investment decisions require the analysis of 
a much broader collection of facts and context. All information is believed to be from reliable sources; however, we make no representation as 
to its completeness or accuracy. The opinions expressed are as of the date published and may change without notice. Any forward-looking 
statements are based on assumptions, may not materialize, and are subject to revision. 
 
All economic and performance information is historical and not indicative of future results. The market indices discussed are not actively 
managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor for more information. 
 
Additional risks are associated with international investing, such as currency fluctuations, political and economic instabili ty, and differences in 
accounting standards. 
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
 
Glossary 
 
The S&P 500 is an index of roughly 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to be a 
leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of large cap universe.  
 

 

 

 

 

 

 


