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After a whirlwind week that began with the announced ‘reciprocal tariffs’ on April
2" a Truth Social post on Wednesday announced the executive order that lowered
tariffs for 75 countries, outside of China. President Trump declared many countries
are coming to the table to offer concessions, lower tariff levels for US imports, and
reducing non-trade barriers. He acknowledged that bond prices selling off along
with Jamie Dimon, CEO of JPMorgan, speaking on a potential negative economic
shock on Fox Business led to a change in the policy.

As of this writing, the tariffs that are in place:
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145% on Chinese goods imports
25% on steel, aluminum, autos and non-USMCA goods from Canada & Mexico
10% on nearly all other imports, starting in July

In response, China increased tariffs to 125% on US goods. Economists remain
concerned about the drag from growth due to the high level of tariffs on China.
Goldman Sachs estimates that the increased tariffs from the beginning of the year
lower growth for China from 4.5% to 2.3% in 2025. The research team also
lowered the US growth estimate to 0.5%.

When looking back at the multiple tariff policies over the past two months, change
is the only constant. Canada and other countries, had tariffs on, off, lowered,
increased, and then lowered again. The intended target of the trade war all along is
China. We think there remains a possibility that an agreement with China is made
that ultimately results in fairer and mutually beneficial terms. The path to get there
could be rocky, but it seems the end goal. It could even create more global trade in
the years ahead.

The institutional pressure to keep the economy on solid footing cannot be
understated. Members of Congress know that job losses, a weak economy, and
volatile equity markets works against them going into mid-term elections.

In addition, there were three op-eds in the Wall Street Journal this weekend
detailing court cases against the use of executive orders for blanket tariffs across
countries. The President is using a state of emergency due to trade deficits as a
basis for tariffs. Some legal scholars say that Congress did not grant the executive
office the power to tax across so many countries. There were similar cases lost by
Presidents Biden and Obama for executive orders that were not explicitly granted
by Congress. In the cases for student loan cancellation and a climate change case
in West Virginia, the Supreme Court overruled the executive orders. There are
several current cases with small businesses in the US that may have to close due
to tariffs — these remain stories to watch.

With so many press conferences, social media posts, and events moving markets,
the ratings must be through the roof. The day-to-day volatility can be a challenge,
but the show goes on like it always does.

Markets worried about tariffs putting sand in the gears of the global supply chain, a

movie we have all seen before in 2020. The potential negative impact to company
earnings came into focus. It seems much of the negative views are beginning to
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be reflected in market expectations. This creates a lower bar if there are surprises
on the upside.

For our part, we remain focused on our investment process and client portfolios.
After sharp selloffs in prices, it is time to think about going on offense. While we
want to look for long-term opportunities, we must be thoughtful about risk. Holding
a diversified portfolio allows investors the chance to rebalance during times like
this.

Today there are more bearish investment advisors than bullish ones. This
happened just 7% of the time since 2011 and is viewed as a contrarian indicator.
Typically, investors did not get negative until after these selloffs as marked by the
gray bar time periods below. These were historically great time periods for long-
term investors.
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After equity price declines, the estimated equity premium over bonds goes up. US
large caps stocks look more attractive while earnings estimates remain intact. US
mid and small caps only traded at cheaper levels briefly in 2008, 2020, and 2022.
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While international investments have been out of phase the last few years, this
may be changing. International stocks are up on so far in 2025. We see
opportunities in both foreign equities and bonds. The weaker dollar being a goal for
this administration combined with foreign investors bringing their investments home
are both strong tailwinds.

Our team has navigated many of these types of markets this in the past. We will
continue to stick with our investment philosophy aligned with our clients’ financial
plans.

Important Disclosure Information
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Past performance does not guarantee future results. Different types of investments
involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product, or any
non-investment related content, made reference to directly or indirectly in this
communication, will be profitable, equal any corresponding historical performance
level(s), be suitable for your portfolio or individual situation, or prove successful.
Certain strategies and vehicles referenced in this communication, such as private
investments, Opportunity Zones, and ESG investing, may present increased or
novel risks, including potentially higher management fees, reduced liquidity, shorter
performance histories, or increased legal or regulatory exposure, compared to
more traditional publicly traded securities and investment strategies. All investors
should consider these potential risks in light of their individual circumstances,
objectives, and risk tolerance. Due to various factors, including changing market
conditions and/or applicable laws, the content may no longer be reflective of
current opinions or positions. Moreover, you should not assume that any
discussion or information contained in this commentary serves as the receipt of, or
as a substitute for, personalized investment advice from Wealth Enhancement. The
asset allocations reflected in this communication are targets only. Actual allocations
can and often will deviate from these targets, including in instances of volatile
markets, large deposits or withdrawals, or during account rebalancing.

Not all services described herein will be necessary or appropriate for all clients.
The scope of the services to be provided depends upon the needs of the client and
the terms of the engagement. The potential value and benefit of the adviser’s
services will vary based upon a variety of factors, such as the client’s investment,
tax, and financial circumstances, and overall objectives. Neither personalized
services nor financial or professional resources or processes should be construed
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as a guarantee of a particular outcome. All investing comes with risk, including risk
of loss.
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