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Tariffs tax equity markets. 
 

 

President Trump’s “liberation day” tariff announcement has been    
anything but liberating for investors. Plunging stock prices are making 
investors wonder whether it’s time to buy or time to sell. We’d argue     
that it is time to wait. 

A heavy tax on the global economy 
President Trump’s widely anticipated tariff announcement was significantly worse than expected. The U.S. administration 
announced a blanket minimum tariff of 10% for all imports, and it imposed so-called “reciprocal” tariffs on multiple countries 
(with the exception of goods from Canada and Mexico covered under the U.S.-Mexico-Canada Agreement). 

The assumed tariffs imposed by other countries were calculated based on trade imbalances, not actual tariff rates. This means that 
if a country has a large trading surplus with the U.S., that was considered a “tariff” rate that should be countered by the U.S. The 
logic behind this calculation is dubious at best. Economists are stunned, and the implications are quite significant given that, while 
a tariff rate can be negotiated, the current trading arrangements (which are the results of years of industrial planning) cannot. 
 
In addition to the tariffs, duty-free treatment for inexpensive goods shipped from China will end. Goods valued at or under $800 
are now subject to a duty rate of either 30% of their value or $25 per item (increasing to $50 per item after June 1, 2025). This 
means that those inexpensive t-shirts and dresses won’t be inexpensive for much longer. 

Exhibit 1: Highest tariffs in over a century. 

Source: Bloomberg,  U.S. International Trade Commission, SEI. Data estimate as of 4/3/2025 
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Looking ahead 

If implemented as initially announced and sustained for the next two or three quarters, our outlook for U.S. gross domestic 
product growth would be reduced by a percentage point or more for 2025, and inflation expectations would be adjusted higher 
by a commensurate percentage. Other economies will be hit to varying degrees, depending on the extent of the tariff increases 
and their exposure to the U.S. market. Almost all countries face a reduction in growth as trade flows contract and supply chains 
are disrupted. 
 
Retaliatory measures by U.S. trading partners may worsen matters in the short term and elicit threats by the Trump administration 
to increase tariffs even further. The 10% minimum tariff is likely a permanent fixture aimed at generating revenues for U.S. tax cuts 
or deficit reduction; the reciprocal rates are likely negotiable. We view the reciprocal rates as a maximalist opening move on the 
part of the Trump administration, but the timing and extent of future revisions is unclear. 

What’s next? Volatility. 

Given the Trump administration’s track record of implementing, then modifying or rescinding tariffs, it is difficult to predict the 
long-term implications at this time. While bears are prowling among tech stocks and talk of a global recession is swirling, the 
only real certainty is short-term volatility. As is our custom during times of extreme volatility, we encourage investors to 
maintain their long-term investment strategies and avoid fear-driven portfolio changes. 

We reiterate, it is far too early to predict the outcome of the current situation. We don’t know what the short term will bring but 
are confident that the long-term direction of the stock market is higher. We are also confident that a diversified portfolio is a 
prudent approach to investing. If you have a solid investment strategy in place, market volatility is not a reasonable catalyst for 
change. While watching and waiting as the value of your portfolio declines can be uniquely frustrating, logic and reason dictate 
that it is the right thing to do. 

Important information  

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast 
of future events, or a guarantee of future results. Positioning and holdings are subject to change. All information as of the date 
indicated.  There are risks involved with investing, including possible loss of principal. This information should not be relied upon 
by the reader as research or investment advice, (unless you have otherwise separately entered into a written agreement with SEI 
for the provision of investment advice) nor should it be construed as a recommendation to purchase or sell a security, including 
futures contracts. The reader should consult with their financial professional for more information. 

Statements that are not factual in nature, including opinions, projections and estimates, assume certain economic conditions and 
industry developments and constitute only current opinions that are subject to change without notice.  Nothing herein is 
intended to be a forecast of future events, or a guarantee of future results.   

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, 
which in certain cases have not been updated through the date hereof.  While such sources are believed to be reliable, neither SEI 
nor its affiliates assumes any responsibility for the accuracy or completeness of such information and such information has not 
been independently verified by SEI.  

There are risks involved with investing, including loss of principal. The value of an investment and any income from it can go 
down as well as up. Investors may get back less than the original amount invested. Returns may increase or decrease as a result of 
currency fluctuations. Past performance is not a reliable indicator of future results. Investment may not be suitable for everyone. 

Diversification does not ensure a profit or guarantee against a loss. International investments may involve risk of capital loss from 
unfavorable fluctuation in currency values, from differences in generally accepted accounting principles or from economic or 
political instability in other nations. Emerging markets involve heightened risks related to the same factors as well as increased 
volatility and lower trading volume. Narrowly focused investments and smaller companies typically exhibit higher volatility. Bonds 
and bond funds will decrease in value as interest rates rise. High-yield bonds involve greater risks of default or downgrade and 
are more volatile than investment-grade securities, due to the speculative nature of their investments. 

Index returns are for illustrative purposes only and do not represent actual portfolio performance. Index returns do not reflect any 
management fees, transaction costs or expenses. One cannot invest directly in an index. 

This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the publication 
or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely on this information 
in any respect whatsoever. 

The information contained herein is for general and educational information purposes only and is not intended to constitute 
legal, tax, accounting, securities, research or investment advice regarding the strategies or any security in particular, nor an 
opinion regarding the appropriateness of any investment. This information should not be construed as a recommendation to 
purchase or sell a security, derivative or futures contract. You should not act or rely on the information contained herein without 
obtaining specific legal, tax, accounting and investment advice from an investment professional. 
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SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated. 

Information provided by SEI Investments Management Corporation, a wholly owned subsidiary of SEI Investments Company (SEI). 
They should not be construed as investment advice.  

Information issued in the UK by SEI Investments (Europe) Limited, 1st Floor, Alphabeta, 14-18 Finsbury Square, London EC2A 1BR 
which is authorised and regulated by the Financial Conduct Authority. Investments in SEI Funds are generally medium- to long-
term investments.  

This document has not been registered by the Registrar of Companies in Hong Kong. In addition, this document may not be 
issued or possessed for the purposes of issue, whether in Hong Kong or elsewhere, and the Shares may not be disposed of to any 
person unless such person is outside Hong Kong, such person is a “professional investor” as defined in the Ordinance and any 
rules made under the Ordinance or as otherwise may be permitted by the Ordinance. 

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 
caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. 

This information is made available in Latin America and the Middle East FOR PROFESSIONAL (non-retail) USE ONLY by SIEL.  

Any questions you may have in relation to its contents should solely be directed to your Distributor. If you do not know who your 
Distributor is, then you cannot rely on any part of this document in any respect whatsoever.  

Issued in South Africa by SEI Investment (South Africa) (Pty) Limited FSP No. 13186 which is a financial services provider 
authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st Floor, 
Melrose Arch 2196, Johannesburg, South Africa. 

This material is intended for information purposes only and the information in it does not constitute financial advice as 
contemplated in terms of the Financial Advisory and Intermediary Services Act.  

SIEL is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and Portfolio Management Law, 5755-
1995 (the “Advice Law”) and does not carry insurance pursuant to the Advice Law. No action has been or will be taken in Israel 
that would permit a public offering or distribution of the SEI Funds mentioned in this email to the public in Israel. This document 
and any of the SEI Funds mentioned herein have not been approved by the Israeli Securities Authority (the “ISA”). 

 


