
Reprinted with permission of the Shreveport Times May 19, 2019. 

 
The Shreveport Times – May 19, 2019 
  

“The Tariff Debate: Where is it headed?” 
 

By Tommy Williams, CFP® 
 
 

Trade talk volatility 
continues. Major U.S. 
stock indices moved 
lower when trade talks 
between the United 
States and China broke 
down. The Standard & 
Poor’s (S&P) 500 Index, 
Nasdaq Composite, and 
Dow Jones Industrial 
Index all finished the 
week down between 2 
percent and 3 percent, 
reported Ben Levisohn 
of Barron’s. Despite the 
weak weekly 
performance, the S&P 
500 remains up 14.9 
percent year-to-date.  
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The deadline to settle 
U.S.-China trade issues 
was over a week ago. 
When it passed without 
any resolution, the U.S. 
increased tariffs on 

Chinese goods to 25 
percent. The economic 
impact of higher tariffs 
may be relatively small; 
however, the impact on 
business confidence and 
global markets could be 
significant, reported 
Capital Economics. 
 
“We think that the direct 
effects of President 
Trump’s threatened 
tariff hikes could reduce 
Chinese GDP by up to 
0.4 percent and that the 
associated retaliation 
would have only a 
marginal direct impact 
on the United States. 
The effects on business 
confidence and financial 
markets around the 
world could be more 
significant, potentially 
adding to reasons for 
renewed policy 
loosening…In theory, if 
all else were unchanged, 
the increase in tariffs 
would amount to a small 
fiscal tightening in China 
and the United States. 
But both governments 
have avoided this by 
spending the proceeds 
on aid for the most 
affected parties.” 
 

Bond markets reflected 
uncertainty, too. The 
yield curve, which has 
been flirting with 
inversion for some time, 
inverted briefly, 
reported Alex Harris of 
Bloomberg. A persistent 
inverted yield curve – 
featuring a lower yield 
for 10-year Treasuries 
than for three-month 
Treasuries – sometimes 
signals recession. 
However, that concern 
is likely not to happen 
this year. There are even 
rumors floating around 
knowledgeable circles 
that the Federal Reserve 
may lower rates in 
December.  Who would 
have thought it? 
 
David Lynch and 
Heather Long of The 
Washington Post 
reported tariffs imposed 
on other countries have 
yet to be removed, 
including those on steel 
and aluminum imported 
from Mexico and 
Canada. Trade 
negotiations between 
the United States and 
China are expected to 
continue. Who knows 
where the tariff battle 
will end? Your guess is 
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as good as mine, 
however there does 
appear to be a 
“softening” of both sides 
of the debate. It would 
appear that both parties 
are aware of what is at 
stake. 
 
However, during these 
periods of volatility, it’s 
good to be reminded 
that you can miss a little 
and lose a lot. For 
example, the S&P 500 is 
up about 15% so far this 
year. Removing the 4 
best trading days for the 
index in 2019 reduces 
the S&P 500’s year to 
date total return to a 
gain of +7.2%. The S&P 
500 consists of 500 
stocks chosen for 
market size, liquidity 
and industry group 
representation. It is a 
market value weighted 
index with each stock’s 
weight in the index 
proportionate to its 
market value. In other 
words, it pays to stay 
put when you own 
fundamentally sound 
things. In order to enjoy 
the good days providing 
the best returns you just 
have to ride out a few 
days that are not as 
good. 
 
It is often good to close 
with something positive. 

Believe it or not the US 
government ran a 
$160.3 billion surplus 
during the month of 
April 2019. The surplus 
was the difference 
between $535.5 billion 
of tax receipts (the 
largest monthly amount 
collected in our nation’s 
history) and $375.2 
billion of outlays. 
Perhaps that was 
because a lot of people 
sent in their tax returns. 
Sounds good though 
doesn’t it? 
 
The opinions voiced in 
this material are for 
general information only 
and are not intended to 
provide specific advice 
or recommendations for 
any individual. To 
determine which 
investment(s) may be 
appropriate for you, 
consult your financial 
advisor prior to investing. 
The economic forecasts 
set forth in the 
presentation may not 
develop as predicted 
and there can be no 
guarantee that 
strategies promoted will 
be successful. 
Performance referenced 
is historical and is no 
guarantee of future 
results. All indices are 
unmanaged and may 
not be invested into 

directly. Investing 
involves risk including 
loss of principal. This 
material was prepared 
in part by Carson Group 
Coaching. 
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