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Market Comment
At the end of March, with several equity 
indices around 10% lower than their 
January highs, we added risk across the 
Rivers managed portfolios and reduced 
our overall underweight risk allocation. 
Concerns regarding tariffs and other 
protectionist policies did increase during 
the month, and we maintain a moderately 
cautious outlook, but equity valuations 
have improved, global economic 
growth is robust, and the likelihood of 
imminent recession remains low almost 
everywhere. This month we will focus 
on how the protectionist rhetoric has 
escalated and what effect the apparently 
dividing world is likely to have on 
economic fundamentals and global 
growth.

Ever since Trump’s election he has 
promised to put ‘America first’ but 
until recently he had refrained from 
either labelling China a ‘currency 
manipulator’ or embarking on any 
material protectionist policies, both of 
which were clear election promises. At 
least in terms of the latter this changed 
on March 8th when the President 
signed off on significant tariffs for both 
steel and aluminium imports.  These 
tariffs will not only impact Chinese 
imports, but there was no disguising 
who the President saw as the target. This 
announcement was met with criticism 
(from China and others) but little 
material action.  China did propose a 
modest set of retaliations totalling less 
than $3billion on March 23rd but this 
was very much only round one.  Rhetoric 
increased throughout the month, which 
seemed to influence investment markets, 
but no announcements were made.

That changed on April 3rd when the US 
announced tariffs on $50bn of Chinese 
goods and published a list of 1,333 
products that would face a 25% import 
tariff. As expected, it focused on a wide 
range of high-tech imported goods.  
The surprising and very rapid Chinese 
response was announced the next day 
with equivalent 25% tariffs covering 
$50bn worth of imports from the US, 
including on soybeans, motor vehicles 
and aircraft. In contrast to their response 
to the steel and aluminium tariffs, which 
came weeks after the US announcement 
and was half the size of the US action, this 
was a strong signal of their willingness 
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to engage in a destructive tit-for-tat 
escalation. 

So far, even if implemented in full, the 
macro impact of both sets of tariffs 
would be small. The US proposals cover 
2% of total imports, so a 25% tariff 
would raise import prices by 0.5% or 
so, boosting domestic inflation by less 
than 0.1% point. The reality is that 
China is the dominant global supplier 
for many of these goods, so it would be 
hard to find alternatives. China’s $50bn 
of retaliation covers more than 40% of 
US goods exports to China, but accounts 
for only 2.1% of total US exports and a 
trivial 0.3% of US GDP so is unlikely to 
impact growth materially. In terms of 
sectors the tariffs would fall hard on US 
vehicle and aircraft manufacturers and 
soybean farmers. For the latter, a part 
of Trump’s electorate, the next US crop 
won’t be harvested until this October, 
giving farmers some breathing room 
and soybeans (a staple food for pigs) 
are a commodity that is close to market 
balance globally so if not China then 
other markets will be found.

There remains some hope that the two 
sides strike a deal and further escalation 
is avoided, but opinions on this change 
by the day. Or even by the tweet.  
Ultimately US tariffs will go through 
a lengthy consultation period, with a 
public hearing scheduled for 15th May, 
and the exemptions offered on the steel 
tariffs show the Trump administration 

Summary

• Implemented reduction  in 
underweight risk position 
across all Rivers portfolios

• Impact on economic growth 
of recent tariffs small but 
high valuations increase risk

• Further sustained volatility 
will increase opportunity for 
more tactical adjustment

A monthly market comment from Rivers Capital Management. Views 
expressed here are subject to change and for professional advisors only
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INTELLIGENT INTUITIVE INVESTING

US-CHINA TRADE TARIFFS
March 8 -Trump signs off on stiff tariffs on 
imported steel and aluminium.
March 22 -U.S. Trade Representative proposes 
25% duties on Chinese products 
April 2 - China says it will start levying tariffs 
on $3 billion of U.S. imports 
April 3 - The U.S. releases a list of targets 
for proposed tariffs on $50 billion worth of 
imports, 
April 4 - China says it will levy an additional 
25% tariff on imports of 106 U.S. products 
April 5 - Trump says instructed the USTR to 
“consider whether $100 billion of additional 
tariffs would be appropriate” 
April 6 - China’s commerce ministry says it 
will use “new comprehensive countermeasures 
to firmly defend the interest of the nation and 
its people.”



can be flexible. On the other hand 
there are reasons to think that the US 
approach to China may be different. 
The US has a genuine grievance, with 
multiple administrations acknowledging 
that firms have effectively been forced to 
share technologies and cede ownership 
to Chinese partners in return for market 
access, contrary to WTO rules. There 
is also a case for the US to protect its 
strategic interests against the ‘Made 
in China 2025’ initiative, which aims 
for Chinese dominance in a range 
of high-tech sectors. Also, and this 
factor should never be ignored with 

Market Returns (£) - 31st March 2018 1 Month 3 Month 6 Month YTD 1 Year S/I*
Anchors
Cash + 1% 0.1% 0.4% 0.8% 0.4% 1.4% 2.5%
Inflation Linked UK Bonds 0.4% -2.0% -0.1% -2.0% -2.9% 2.7%
Gilts 2.1% 0.1% 2.3% 0.1% 0.5% 0.8%
Global Government Bonds (hedged) 1.0% 0.2% 0.7% 0.2% 1.4% -1.8%
Enhancers
Global Corporate Bonds (hedged) 0.1% -1.8% -0.9% -1.8% 1.7% 2.0%
Global High Yield (hedged) -0.4% -1.1% -0.7% -1.1% 3.1% 12.3%
Emerging Market Bonds (hedged) -0.8% 1.0% 0.0% 1.0% 0.1% 11.7%
FTSE 350 TR Index -1.8% -7.0% -2.3% -7.0% 1.1% 17.5%
FTSE UK All-Small Cap -1.8% -4.7% -0.7% -4.7% 6.3% 32.0%
Global Equity (MSCI) -3.9% -4.8% -0.4% -4.8% 1.3% 23.0%
European Equity (MSCI) -3.1% -5.3% -4.0% -5.3% 2.3% 23.4%
US Equity (S&P) -4.3% -4.4% 0.9% -4.4% 1.0% 22.9%
Japan Equity (Topix) -3.5% -2.6% 4.9% -2.6% 8.2% 31.9%
Pacific Ex Japan Equity (MSCI) -3.1% -2.1% 4.7% -2.1% 13.9% 42.8%
Emerging Market Equity (MSCI) -3.6% -2.2% 4.2% -2.2% 11.4% 38.6%
Chinese Equity (Hang Sang) -4.4% -3.1% 4.6% -3.1% 14.3% 43.6%
Indian Equity (Nifty) -5.8% -9.5% -1.1% -9.5% -1.3% 22.3%
Diversifiers
Commodity Index -0.8% -0.9% 3.5% -0.9% 2.4% -2.0%
Gold -1.4% -2.7% -1.6% -2.7% -6.2% -6.0%
Silver -2.5% -8.6% -7.0% -8.6% -21.5% -18.8%
Brent Oil 4.8% 1.5% 16.5% 1.5% 18.8% 34.6%
UK Property 0.6% 1.4% 3.6% 1.4% 7.1% 10.0%
Global Property Shares 4.3% -3.8% 4.1% -3.8% 6.6% 14.4%
Rivers Model Portfolios
Rivers Preservation Portfolio -0.2% -0.6% 0.5% -0.6% 1.6% 8.6%
Rivers Cautious Portfolio -0.9% -1.6% 0.1% -1.6% 1.7% 13.2%
Rivers Balanced Portfolio -1.3% -2.3% 0.2% -2.3% 1.8% 16.1%
Rivers Adventurous Portfolio -1.5% -2.7% -0.2% -2.7% 1.4% 17.6%
Rivers Aggressive Portfolio -2.3% -3.8% -0.4% -3.8% 2.0% 21.9%
Rivers Cautious Income Portfolio -0.8% -2.4% -1.4% -2.4% -0.9% 5.6%
Rivers Balanced Income Portfolio -1.1% -2.8% -1.4% -2.8% -0.2% 10.8%

Source: Financial Express in GBP (unhedged unless stated) as at 31st March 2018. *Rivers Portfolios since launch June 30th 2016
Model Performance is indicative only and is net of Rivers Capital Management Charge and Underlying Fund charge but not advisor or platform costs.
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the current President, being “tough” 
on China appears to be a winning 
campaign strategy whatever its impact 
on investment markets. With Trump’s 
personal approval rating on the rise and 
his long-held belief that these policies 
may improve the US trade deficit, it is 
likely to get worse before it gets better.  
The problems for President Trump will 
start if the economic impacts start being 
felt by his voters with the mid-term 
elections in November. Not something 
the Chinese decision makers need 
concern themselves with too much.

Global economic growth was strong 
in the first quarter. We expect this to 
continue at least into 2019, but the 
positive expectations priced into many 
asset classes earlier in the quarter 
always appeared too optimistic. With 
geopolitical risk escalating and asset 
prices remaining high in many areas we 
maintain a cautious outlook.  We are 
confident that this caution will protect 
investor value and allow the opportunity 
to increase risk at more attractive 
valuations when appropriate. 


