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C O M M E N TA R Y
War (trade war), what is it good for? Absolutely nothing! Now that we have that song stuck in your head, let’s jump into the topics
of much media coverage in March – tariffs and trade war.
First, what are tariffs and why are they used? A tariff is basically a tax that adds to the cost of imported goods. Tariffs are used by
countries for a few different reasons, including protecting domestic employment, protecting infant industries, and national security. Protecting domestic employment (and winning some votes
for November midterms) seems
to be the most likely reason
President Trump implemented
the steel and aluminum tariff
(although it was officially done
for national security). The steel
and aluminum industry faces
tough foreign competition that
produces steel and aluminum
at a lower price due to cheaper
labor, poor working conditions,
and lack of regulation. These
cheaper prices drive demand
away from the U.S.-made steel
and aluminum, threatening
companies and jobs in these companies. That said, most economists view barriers to free trade as a negative, as they limit the
goods consumers can choose from and also potentially increase the cost of those goods with less competition.
Next, what is a trade war? A trade war is a situation in which countries try to damage each other’s trade by imposing tariffs or
quota restrictions. A trade war usually starts off with one country raising or imposing a tariff, which is countered or responded
to by the other country or countries with their own tariffs. This can happen back and forth, again and again. Sounds fun and
expensive for businesses and consumers.
(continued on next page)
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European Central Bank (ECB): Even with the questions of
Brexit still looming, the ECB is seeing enough signs of economic improvement that quantitative easing should be finishing up soon.

Federal Open Market Committee (FOMC): The Fed raised
rates in March in Chairman Jerome Powell’s first meeting as
Fed Chairman. This was much expected, but there were signs
from the report of possible quick rate increases this year and
in the future.
Retail Sales: Numbers were below consensus for the second
month in a row. Is the tax cut not making its way to retailers or
are we seeing a small delay?
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Now, how did we get here—and where are we going from here?

In early March, the White House started leaking the idea of steel and aluminum tariffs, which on March 23 went official. President Trump cited national security as the reason to impose tariffs on countries that export steel and aluminum to the U.S. China
responded with extra tariffs of up to 25 percent on 128 products, but the over size of the goods isn’t as big as it sounds. Now,
though, there are rumors swirling around that President Trump is going to target tariffs on industry groups that China is trying to
became a major global player in (according to China’s 2025 plan). As it stands right now, this back and forth is more like a small
skirmish and not a full-blown trade war, but—and it’s a big but—if this does continue to move towards a full trade war and not
just political posturing, we could see some serious effects that derail the current global synchronized growth we are seeing.
Overall, the long-term view of the economy is strong, with many indicators pointing to a bullish economy and strong stock market. We view the recent weakness in stocks as a buying opportunity with our focus on the long-term. Solid economic data and
strong balance sheets for U.S. consumers should continue to drive the economy forward. Here in the U.S., we are seeing healthy
rotations in the stock market between style, size, and sector. This action speaks to the strength of the current bull market. International Equities look to be strengthened as the U.S. dollar continues to fall and commodities are breaking out. Emerging Markets
look to be taking over as the leader in the equity market. Our research team is constantly evaluating our products and tactical
position inside both our fixed income portfolio and equity portfolio, looking at both larger trends and short-term opportunities.
With daily monitoring to accounts on an individual basis, we continue to rebalance accounts when they fall too far from their
equity-to-fixed income ratio.

MARKET TRACKER
Index

3 Mo

1 Yr

3 Yr

5 Yr

S & P 500

-0.76

13.99

10.78

13.31

MSCI EAFE

-1.53

14.80

5.55

6.5

BARCAP AGG BOND

-1.46

1.20

1.20

1.82

Data as of 3/31/2018. Investments cannot be made directly into an index.
jen@gbafinancial.com
P 217.498.8575 or 855.778.8883
F 217.498.9299

Rochester Station
203 South Walnut / PO Box 528
Rochester, IL 62563

Monthly Newsletter

This is not an offer to buy or sell any financial instruments and should not be relied upon as the sole factor
in an investment-making decision. Opinions expressed are not intended as specific investment advice or to predict future performance.
This information is not intended as investment or tax advice.
Registered Representative offering securities and advisory services through Cetera Advisor Networks LLC, member FINRA/SIPC.
Cetera is under separate ownership from any other named entity.
Opinions expressed are not intended as specific investment advice or to predict future performance.
Additional risks are associated with international investing, such as currency fluctuations, political and economic stability,
and differences in accounting standards, all of which are magnified in emerging markets.
Past performance is not indicative of future results. The stocks of small companies are more volatile than the stocks of larger,
more established companies.
The views stated in this newsletter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be construed directly or indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within the markets mentioned, opinions
are subject to change with notice. Information is based on sources believed to be reliable; however, their accuracy or completeness
cannot be guaranteed. Past performance does not guarantee future results.

