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The Next Crusade in Trade? 
 

Traders of the Lost Talks 
 U.S. Government Targets Huawei. Last week President Trump signed an executive order allowing for the ban 

of telecommunications equipment from “foreign adversaries,” signaling that the administration is looking 
beyond tariffs in the ongoing trade war. The Commerce Department added that it would designate Huawei, 
China’s largest technology company, as a firm operating in activities that are detrimental to U.S. interests. 
These restrictions have raised concern that the trade war is more broadly aimed at containing China as an 
economic threat rather than revising unfair trade arrangements. 

 Investors Set Sights on G-20 Summit. Although negotiations between American and Chinese trade reps have 
stalled in recent weeks, many are already looking ahead to the G-20 summit at the end of June, where Trump 
and Chinese President Xi Jinping may meet face-to-face to discuss trade matters. The recent tit-for-tat 
escalation reflects the evolving nature of the tension, which has recently devolved into a standoff as both 
countries refuse to show signs of weakness. 

 Trump Delays Auto Tariffs. Last week the White House confirmed it would postpone auto tariffs on key trading 
partners, including Japan and the European Union, for at least 180 days. Officials continue to emphasize the 
national security risks that stem from existing trade practices but have acknowledged that the administration 
needs more time to negotiate an agreement before implementing tariffs. 

  

Our Take: The path to a deal remains unclear as trade tensions start to disrupt the broader business environment. 
  
 

Tariffs Whipping Up Inflation? 
 Tariffs’ Complex Relationship with Inflation. Tariffs by definition are a tax on imports, which may pass through 

directly to consumers in the form of higher prices. However, this can also change the pricing strategies of 
domestic producers, enabling them to raise their own prices by following the foreign competition. In addition, 
some domestic producers may source intermediate goods from abroad. In theory these companies can move 
supply chains to other non-affected countries, but in reality this is often an expensive undertaking.  

 Case Study – Washing Machines Reverse Cycle Trend. One of the first tariffs enacted at the beginning of 2018 
targeted foreign washing machines. The category of CPI covering major appliances showed a significant 
deflationary trend during this economic cycle, but reversed course after the imposition of tariffs. The steel and 
aluminum tariffs likely made things worse, as the input costs for those metals increased for domestic producers, 
ultimately resulting in higher prices for consumers. This is likely a trend occurring for many goods that have 
faced higher tariffs over the past year. 

  

Our Take: All else equal, the imposition of new tariffs should introduce inflationary pressures at the margin. 
 

U.S. Economy Jumps the Pit of Snakes 
 Beating Earnings Expectations. With over 92% of companies in the S&P 500 reporting, the blended year-over-

year growth rate in earnings, which combines actual results with analyst expectations for companies that have 
yet to report, stands at -0.6%, an impressive improvement from the originally forecasted 4.2% decline. It 
appears that the much-discussed earnings recession may be modest, if it ends up happening at all. 

 Glenmede Indicator Points to Accelerating Growth Expectations. Glenmede’s Leading Economic Indicator, a 
proprietary model that seeks to identify emerging trends in economic growth here in the U.S., is signaling 
accelerating growth expectations. Though trade tensions may bring an incremental headwind to growth, it is 
reassuring that the underlying trends in the economy remain relatively healthy. 

 Positive Signals in Economic Figures. U.S. jobless claims declined to 212K last week from 228K in the week prior, 
continuing a trend of historically low unemployment. In addition, U.S. housing sales in April increased from 1.1 
million in March to 1.2 million, as the housing markets appears to be recovering after a tough 2018. 

 

Our Take: Despite hiccups in the global risk backdrop, economic indicators point to a continuing expansion. 
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Chart of the Week:  
 

Tariffs Are Making Consumer Goods More Expensive 

 
 

Dates of interest:  
5/20: U.S. Chicago Fed Index; Germany PPI; Japan Industrial Production 
5/21: U.S. Existing Home Sales; Eurozone Consumer Confidence; Japan Trade Balance 
5/22: U.S. FOMC Minutes; Japan Markit Mfg PMI (Flash) 
5/23: U.S. Jobless Claims, Markit Mfg/Svcs PMIs (Flash), New Home Sales, Building Permits & Kansas City Fed Index; 
Eurozone Markit Mfg/Svcs PMIs (Flash); Germany Markit Mfg/Svcs PMIs (Flash), Ifo Sentiment & Q1 GDP; Japan CPI 
5/24: U.S. Durable Goods Orders 


