On The Mark

Shifting Trade Winds

Key Takeaways

o U.S.—China trade tensions eased with a 90-day
tariff pause and a “reset” in the relationship
between the two countries.

o Tariffs are significantly reduced during the pause,
lowering the drag on economic growth and
reducing the risk of recession.

o This episode of trade drama is a great example
of why investors avoid reacting to the
headlines and stay focused on the long term.

Fading Headwinds

U.S. trade policy has shifted dramatically over the past
few weeks. In early April, the U.S. and China appeared
headed for a full-blown trade war, with tariffs on Chinese
goods reaching 145% and wartime rhetoric coming from
both governments.

However, after successful meetings in Geneva, the two
countries agreed to a 90-day pause in tariffs, marking a
significant pivot in tone and direction. The pause eases
economic strain on both sides and opens the door for a
more permanent, comprehensive agreement down the
road.

While short on specifics, the announcement signaled
that both countries prefer negotiation over escalation.
Trump described the pause as a “full reset,” with the
U.S. lowering tariffs from 145% to 30% and China
reducing theirs from 125% to 10%. Some targeted tariffs
remain in place, particularly on steel, aluminum, and
chemicals that can be made into fentanyl.
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Economic Implications

The reduction in tariffs on China, alongside a newly
announced deal with the UK, lowers the risk of a U.S.
recession and eases inflationary pressure. Tariffs tend to
raise production costs for U.S. companies, forcing them to
rewire supply chains to remain competitive. This can be
very costly, crowding out other corporate investments like
hiring additional workers or upgrading machinery. In many
cases, the uncertainty and constant changes in trade
policy can be more damaging than the tariffs themselves.

The dynamic for inflation is more straightforward; tariffs
increase the cost of imported goods. Companies can
respond in one of three ways: They can absorb the cost
and reduce their margins (which they don't like to do),
push the cost back onto suppliers (which can be hard to
do), or pass it on to customers in the form of higher prices
(which they tend to do).

Thankfully, the U.S. economy appears strong enough to
weather these challenges. First-quarter GDP data showed
solid consumer spending and strong business investment,
particularly in artificial intelligence. The April inflation report
showed price increases coming in below expectations,
particularly in goods, which were expected to rise due to
higher tariffs. Still, it's too early to tell what lasting impact
even reduced tariffs might have on the economy.

Most importantly, this is a tariff pause, not a trade deal. Big
issues — like intellectual property, tech transfer, and supply
chain security — have yet to be negotiated. But the outlook
is more stable than it was just weeks ago.

What Investors Should Do

This month’s dizzying trade headlines are a good reminder
to focus on what matters: staying invested, staying
diversified, and sticking with a long-term plan. The trade
winds may shift overnight, but your investment approach
shouldn’t.
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Important Information

This is for informational purposes only, is not a solicitation, and should not be considered investment, legal or tax
advice. The information in this report has been drawn from sources believed to be reliable, but its accuracy is not
guaranteed, and is subject to change. Investors seeking more information should contact their financial advisor.
Financial advisors may seek more information by contacting AssetMark at 800-664-5345.

Investing involves risk, including the possible loss of principal. Past performance does not guarantee future
results. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. There is no guarantee
that a diversified portfolio will outperform a non-diversified portfolio. No investment strategy, such as asset allocation,
can guarantee a profit or protect against loss. Actual client results will vary based on investment selection, timing,
market conditions, and tax situation. It is not possible to invest directly in an index. Indexes are unmanaged, do not
incur management fees, costs, and expenses, and cannot be invested in directly. Index performance assumes the
reinvestment of dividends.

Investments in equities, bonds, options, and other securities, whether held individually or through mutual funds and
exchange-traded funds, can decline significantly in response to adverse market conditions, company-specific events,
changes in exchange rates, and domestic, international, economic, and political developments.

Bloomberg® and the referenced Bloomberg Index are service marks of Bloomberg Finance L.P. and its affiliates,
(collectively, “Bloomberg”) and are used under license. Bloomberg does not approve or endorse this material, nor
guarantees the accuracy or completeness of any information herein. Bloomberg and AssetMark, Inc. are separate and
unaffiliated companies.

AssetMark, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission.
©2024 AssetMark, Inc. All rights reserved.
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