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US Trade: The Method Behind the Madness 
US Flexes Bargaining Muscles Amid Tension 
The day of reckoning is here. Earlier in the summer, the Trump Administration 
set a global trade deal negotiation deadline of August 1. This date has now 
come and passed without resolution for crucial US trade partners such as 
China and Mexico, along with more punitive terms for others like Canada. US 
stocks have generally been taking trade uncertainty in stride with numerous 
all-time highs made recently. However, volatility returned due to Friday’s 
weak US payroll data, causing the S&P 500 to close in the negative last week. 

Trade uncertainty, while remaining elevated relative to history, has decreased 
(see Chart 1, below) as the US selectively dictates both terms and timing of 
trade deals. Haphazard as the process has seemed at times, we believe the 
US is demonstrating formidable bargaining power in trade negotiations – an 
indirect manifestation of the US ‘Economic Exceptionalism’ theme we have 
been espousing for years. In our view, the US philosophy of negotiating 
bilaterally with a dizzying array of ‘carrots’ and ‘sticks’ is leading to some 
favorable results for the US, despite bouts of volatility. 

For instance, the US appears to be the clear winner in the EU trade deal that 
was jointly announced a week ago by President Trump and EU Commissioner 
Ursula Von der Leyen. Under the terms of the agreement, the US tariff of most 
EU goods would be locked in at 15%, with EU tariffs on US goods mostly 
eliminated…highlighting the disparity in power dynamics between the two 
blocs. This announcement follows hot on the heels of earlier agreements with 
Japan and South Korea which, like the EU deal, also include large purchase 
commitments for US energy and guarantees for foreign direct investment. 
Similar deals with Vietnam and Indonesia waive tariffs on US goods entirely. 
 

Chart 1: Trade Uncertainty, While Still Elevated, Is Dropping 
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SUMMARY 

• US still in the driver’s seat in 
trade negotiations, in our view. 

• US stocks’ resiliency is likely 
related to this power dynamic, 
as well as strong earnings 
results. 

• We remain constructive on US 
stocks but are monitoring risks 
closely as we head into autumn. 

 

Source: LSEG Datastream, RiverFront, data monthly, as of 
06.15.2025. Chart right shown for illustrative purposes only. Past 
performance is no indication of future results. 
 

https://www.riverfrontig.com/insights/american-economic-exceptionalism-isnt-dead/
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US Still Clearly in Driver’s Seat for Trade Negotiations 

As we have learned this year, ‘resolution’ is a relative concept when dealing with current US trade dynamics. By leveraging ‘Art 
of the Deal’ negotiation tactics, the US is implicitly setting the rules of engagement – and thus is able to break them when they 
see fit. This includes levying aggressively high tariffs, only to subsequently reduce or remove them as the US extracts more 
concessions. US Trade Representative Jamison Greer acknowledged as much to Bloomberg TV when he described waking on 
the August 1st deadline to a myriad of texts and emails from other countries eager to come back to the negotiation table: “I’m 
always going to talk to these folks and…if they have proposals…I’ll talk to them and brief the President.’ 

This ‘divide and conquer’ style of negotiation - along with the US’ position as the world’s largest consumer market - increases 
the odds that the US may be able to extract similar concession with regards to other major trade partners, such as China and 
Mexico. This lopsided power dynamic is one of the reasons RiverFront continues to favor US assets over international 
ones in our asset allocation portfolios. 

US Stocks’ Resiliency Related to Bargaining Power, Strong Economy, and Earnings 

What may be less well appreciated is that the outcomes will potentially also be more benign for the rest of the world than was 
initially feared back on April’s ‘Liberation Day.’  The baseline tariff of 10% the US set for countries not on the trade surplus list 
remain, a slight positive surprise from the 15% floor that the Trump Administration had threatened previously. Even Canada– 
which saw the baseline tariff on some goods rise to 35% from 25% on Friday – is likely to benefit from carve-outs related to 
the previously-signed United States-Mexico-Canada Agreement (USMCA) that takes the effective tariff rate on Canada closer 
to about 6%, according to Bloomberg. 

While these seem to us like trade ‘wins’ for the US – and perhaps more benign than feared for the rest of the world - it is true 
to say that if implemented fully, the global tariff rate has increased markedly this year - to approximately 8.5%, according to a 
recent Goldman Sachs analysis. This represents the highest tariffs in decades and thus a potential drag on growth, as well as 
an inflationary impulse compared to what markets were contemplating back in January. However, with fewer countries 
willing or able to retaliate against the US in a coordinated fashion, the risks of the type of ‘tit for tat’ trade war that began to 
materialize during President Trump’s first term may be mitigated. This suggests that US and global economic growth may be 
less negatively impacted than originally feared. In addition, other factors support US stocks, including: 

• Strong US Earnings Season, Especially for Tech: With about 60% of the S&P 500 having reported as of August 1st, 
over 80% of companies’ quarterly earnings results – and over 90% of tech - have thus far beaten consensus analyst 
expectations. Lost in the negative rhetoric on stocks last week was a series of generally strong earnings results for 
influential software and communications services companies, on the back of strong continued demand for artificial 
intelligence (AI) infrastructure. 

• Economy Remains Solid: Last week’s strong 3.0% year-over-year annualized GDP growth suggests that the 
inventory-related distortions that weakened Q1 have been reversed. In addition, while manufacturing survey data has 
weakened recently, the S&P Global Flash US Services PMI registered over 55 for July, a seven-month high. This 
suggests to us that services – a much larger portion of the US economy than manufacturing – remains buoyant.  

• Easier Fed on the Horizon? Friday’s poor jobs report suggests a labor market that is still expanding but slowing 
meaningfully. Labor data is closely watched by the Fed and, if this deterioration turns into a trend, it may be a 
catalyst for rate cuts if inflation trends stay moderate. 

Conclusion: We Remain Constructive on US Stocks…Monitoring Risks Closely as We Move Towards Autumn 

Despite last week’s volatility, we remain constructive on stocks with a preference for US technology and financials. From a 
risk management perspective, in our more conservative balanced portfolios we have been raising our equity reduction 
triggers as the market has made new recent highs. We are continuing to monitor the economic and earnings data mentioned 
above, as well as technical patterns. As we wrote about here, the technical primary trend for US stocks remains positive in 
our view. However, increased investor optimism does increase the potential for volatility in the near-term as the market 
moves closer to its’ Labor Day-to-Thanksgiving period…historically the most volatile part of the year. 

https://www.riverfrontig.com/insights/tactical-rules-signal-risk-on
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Risk Discussion: All investments in securities, including the strategies discussed above, include a risk of loss of principal 
(invested amount) and any profits that have not been realized. Markets fluctuate substantially over time and have experienced 
increased volatility in recent years due to global and domestic economic events. Performance of any investment is not 
guaranteed. In a rising interest rate environment, the value of fixed-income securities generally declines. Diversification does 
not guarantee a profit or protect against a loss. Investments in international and emerging markets securities include exposure 
to risks such as currency fluctuations, foreign taxes and regulations, and the potential for illiquid markets and political 
instability. Please see the end of this publication for more disclosures. 
 
 
 
Important Disclosure Information  
The comments above refer generally to financial markets and not RiverFront portfolios or any related performance. Opinions expressed are current as of the date 
shown and are subject to change. Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

Information or data shown or used in this material was received from sources believed to be reliable, but accuracy is not guaranteed.  

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision. This report does not take into 
account the specific investment objectives, financial situation or need of any particular client and may not be suitable for all types of investors. Recipients should 
consider the contents of this report as a single factor in making an investment decision. Additional fundamental and other analyses would be required to make an 
investment decision about any individual security identified in this report.   

Chartered Financial Analyst is a professional designation given by the CFA Institute (formerly AIMR) that measures the competence and integrity of financial 
analysts. Candidates are required to pass three levels of exams covering areas such as accounting, economics, ethics, money management and security analysis. 
Four years of investment/financial career experience are required before one can become a CFA charterholder. Enrollees in the program must hold a bachelor’s 
degree. 

All charts shown for illustrative purposes only. Technical analysis is based on the study of historical price movements and past trend patterns. There are no 
assurances that movements or trends can or will be duplicated in the future. 

Stocks represent partial ownership of a corporation. If the corporation does well, its value increases, and investors share in the appreciation. However, if it goes 
bankrupt, or performs poorly, investors can lose their entire initial investment (i.e., the stock price can go to zero).  Bonds represent a loan made by an investor to a 
corporation or government.  As such, the investor gets a guaranteed interest rate for a specific period of time and expects to get their original investment back at 
the end of that time period, along with the interest earned. Investment risk is repayment of the principal (amount invested). In the event of a bankruptcy or other 
corporate disruption, bonds are senior to stocks.  Investors should be aware of these differences prior to investing.  

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa). This 
effect is usually more pronounced for longer-term securities). Fixed income securities also carry inflation risk, liquidity risk, call risk and credit and default risks 
for both issuers and counterparties. Lower-quality fixed income securities involve greater risk of default or price changes due to potential changes in the credit 
quality of the issuer. Foreign investments involve greater risks than U.S. investments, and can decline significantly in response to adverse issuer, political, 
regulatory, market, and economic risks. Any fixed-income security sold or redeemed prior to maturity may be subject to loss.  

Investing in foreign companies poses additional risks since political and economic events unique to a country or region may affect those markets and their 
issuers. In addition to such general international risks, the portfolio may also be exposed to currency fluctuation risks and emerging markets risks as described 
below. 

Changes in the value of foreign currencies compared to the U.S. dollar may affect (positively or negatively) the value of the portfolio’s investments. Such currency 
movements may occur separately from, and/or in response to, events that do not otherwise affect the value of the security in the issuer’s home country. Also, the 
value of the portfolio may be influenced by currency exchange control regulations. The currencies of emerging market countries may experience significant 
declines against the U.S. dollar, and devaluation may occur subsequent to investments in these currencies by the portfolio. 

Foreign investments, especially investments in emerging markets, can be riskier and more volatile than investments in the U.S. and are considered speculative and 
subject to heightened risks in addition to the general risks of investing in non-U.S. securities. Also, inflation and rapid fluctuations in inflation rates have had, and 
may continue to have, negative effects on the economies and securities markets of certain emerging market countries.  

Technology and internet-related stocks, especially of smaller, less-seasoned companies, tend to be more volatile than the overall market.  
 

Index Definitions: 

Standard & Poor’s (S&P) 500 Index measures the performance of 500 large cap stocks, which together represent about 80% of the total US equities market.  
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Definitions:  
Artificial intelligence (AI) refers to the simulation of human intelligence by software-coded heuristics. Nowadays this code is prevalent in everything from cloud-
based, enterprise applications to consumer apps and even embedded firmware.  
 

Inflation is a gradual loss of purchasing power, reflected in a broad rise in prices for goods and services over time. 
 

The Purchasing Managers’ Index (PMI) is an indicator of the prevailing direction of economic trends in the manufacturing and service sectors.  
 

Gross domestic product (GDP) is a monetary measure of the market value of all final goods and services produced in a period (quarterly or yearly) of time.  
 

The USMCA is a trade deal between the United States, Mexico, and Canada. Known formally as the United States-Mexico-Canada Agreement, it was signed on Nov. 
30, 2018. The USMCA replaced the North American Free Trade Agreement (NAFTA), which was in effect since January 1994. Under NAFTA, tariffs on many goods 
passing between North America's three major economic powers were gradually phased out. By 2008, tariffs on various agricultural and textile products, 
automobiles, and other goods were reduced or eliminated. 
 

The European Union (EU) is a supranational political and economic union of 27 member states that are located primarily in Europe. 
 

When referring to being “overweight” or “underweight” relative to a market or asset class, RiverFront is referring to our current portfolios’ weightings compared to 
the composite benchmarks for each portfolio. Asset class weighting discussion refers to our Advantage portfolios. 

Interest rate sensitivity is a measure of how much the price of a fixed-income asset will fluctuate as a result of changes in the interest rate environment. 
Securities that are more sensitive have greater price fluctuations than those with less sensitivity. This type of sensitivity must be taken into account when 
selecting a bond or other fixed-income instrument the investor may sell in the secondary market. Interest rate sensitivity affects buying as well as selling. 

RiverFront Investment Group, LLC (“RiverFront”), is a registered investment adviser with the Securities and Exchange Commission. Registration as an investment 
adviser does not imply any level of skill or expertise. Any discussion of specific securities is provided for informational purposes only and should not be deemed as 
investment advice or a recommendation to buy or sell any individual security mentioned. RiverFront is affiliated with Robert W. Baird & Co. Incorporated (“Baird”), 
member FINRA/SIPC, from its minority ownership interest in RiverFront. RiverFront is owned primarily by its employees through RiverFront Investment Holding 
Group, LLC, the holding company for RiverFront. Baird Financial Corporation (BFC) is a minority owner of RiverFront Investment Holding Group, LLC and therefore an 
indirect owner of RiverFront. BFC is the parent company of Robert W. Baird & Co. Incorporated, a registered broker/dealer and investment adviser.  

To review other risks and more information about RiverFront, please visit the website at riverfrontig.com and the Form ADV, Part 2A. Copyright ©2025 RiverFront 
Investment Group. All Rights Reserved ID 4718819
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