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Trump trade war whiplash. 
 
By: James R. Solloway, CFA, Chief Market Strategist and Senior Portfolio Manager 

President Trump’s trade war with two close U.S. allies and China is 
constantly in flux. Trump continues to impose, rescind, and revise tariffs at 
a dizzying pace, angering adversaries, baffling allies, befuddling investors, 
and roiling financial markets. Don’t expect this campaign to end anytime 
soon. 

A multi-front battle: 
Canada, Mexico, and China 
In the military, campaigns are often characterized as large in scale and 
long in duration encompassing a series of battles designed to achieve a 
specific objective. Trade wars can be discussed using similar vocabulary—
and the war Trump has launched is just getting started. 

The battlefront opened with tariff threats that materialized and 
disappeared so quickly that for a moment it seemed like the war was over 
before it began. With little warning and no time for a resolution via 
traditional diplomacy, Trump announced 25% across-the-board tariffs against Canada and Mexico, and additional 
tariffs on China (including a proposal to impose large fees on Chinese ships visiting U.S. ports). Mexico put some 
troops on the border, Canada paid lip service to the new administration in Washington, and China largely dismissed 
the whole thing, as tariffs have whipsawed between being in effect, paused, or with certain exclusions. On March 6, 
2025 (the date of this writing), Trump announced an exemption through April 2, 2025, for tariffs on imported goods 
from Mexico that are covered by the United States-Mexico-Canada Agreement (USMCA). 

 

The first salvo: What happened? 
• Mexico: U.S. imposed a 25% tariff, 

automakers excluded (cars made in 
North America that comply with the 
continents existing free trade 
agreement). 

• Canada: U.S. imposed a 25% tariff, 
automakers excluded 

• China: An additional 10% tariff 
imposed on all goods.  
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Exhibit 1: Markets don’t like it 

Source: FactSet. Daily data through 3/4/2025. 

What’s next? The battlefield goes global 
Not content to rest after attacking our largest trading partners, Trump used his Congressional address to announce 
that he would impose reciprocal tariffs on every nation that trades with the U.S. effective April 2, 2025. It’s a target-
rich environment. 

Exhibit 2: A crowded theater 

Source: U.S. Census Bureau, SEI, as of 12/31/24. 

 

80

85

90

95

100

105

110

115
11

/0
5/

24

11
/1

2/
24

11
/1

9/
24

11
/2

6/
24

12
/0

3/
24

12
/1

0/
24

12
/1

7/
24

12
/2

4/
24

12
/3

1/
24

01
/0

7/
25

01
/1

4/
25

01
/2

1/
25

01
/2

8/
25

02
/0

4/
25

02
/1

1/
25

02
/1

8/
25

02
/2

5/
25

03
/0

4/
25

Re
ba

se
d 

in
de

x, 
11

/5
/2

02
4 

= 
10

0
Total return indices since the U.S. election in local currency terms MSCI USA

MSCI Canada

MSCI Mexico

MSCI China

-350

-300

-250

-200

-150

-100

-50

0

Bi
lli

on
s 

of
 U

.S
. d

ol
la

rs

U.S. bilateral trade deficits past 12 months

• Markets are not 
happy with U.S. 
movements 
towards a full-
blown trade war. 

• U.S. stocks have 
fallen the most, 
hurting some of 
the champions 
from 2024.  
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What to do? 
The shock and awe approach to tariffs reflects the tone and tempo of 
Trump’s second term. We anticipate more of the same in the weeks 
(and perhaps months) ahead. 

Although tariffs are disconcerting, they are really no different than any 
other disruptive development (banking crisis, market correction, 
financial crisis, etc.) that temporarily pushes stock prices lower. For 
investors with a long-term perspective, there is no reason to make 
changes to a well thought out investment plan—maintain well-
diversified portfolios across asset classes, sectors, and global markets. 
Even in the short-term, the situation is too fluid to make large tactical 
changes. For most investors, it makes sense to avoid making knee-jerk 
moves base on the latest news headlines. 

 

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. 

SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated. 

Looking ahead: 
• Pain for U.S. economy: It is likely the 

across-the-board tariffs of 25% will last 
only a few months given the pain that it 
will inflict on the U.S. economy.  

• Higher Inflation: The Canadian 
economy may suffer most due to 
retaliatory tariffs and currency 
depreciation driving inflation higher.  

• Reciprocal tariffs: The main event is 
April 2 when reciprocal tariffs are slated 
to be implemented by Trump, despite 
the International Chamber of 
Commerce warning that this could crash 
the world economy.  
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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 Investments (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”). 

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. 

The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction. 
Our outlook contains forward-looking statements that are judgments based upon our current assumptions, beliefs, and 
expectations. If any of the factors underlying our current assumptions, beliefs or expectations change, our statements as to 
potential future events or outcomes may be incorrect. We undertake no obligation to update our forward-looking statements.  

 


