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Since Inauguration Day, uncertainty surrounding trade policy has unsettled the markets. Investors have
not responded well to what has often appeared to be an “on-again/off-again” approach to tariffs, with
many expressing a clear preference for stable, predictable policy. Perhaps in response to this, the Trump
administration recently provided more clarity around its motivation and methodology for the new tariffs
being imposed this month. Still, by implementing these tariffs, economic uncertainty has increased
meaningfully — both in terms of their potential effects and the risk of retaliation, with even broader
negative implications. In this week’s Sight|Lines, we briefly review the administration’s motivations and
methods, potential economic disruptions, and the implications for investors.

THE TAKEAWAY: CLARITY HELPS, BUT INVESTORS MUST ASSESS UNCERTAINTY

Despite clearer trade policies and tariffs, investors must still navigate the economic uncertainty and its
investment implications. In summary:

e While the U.S. has a services trade surplus, our goods trade deficit has grown in recent decades.
e The trade deficit is seen to be the result of unfair practices like subsidies, currency manipulation,
and other non-tariff barriers that have historically disadvantaged U.S. industries.

e The administration calculates the tariffs implied by these practices, saying the tariff "can be
proxied by computing the tariff level consistent with driving bilateral trade deficits to zero."

e More generally, the goals of the trade policy include Economic Growth and Job Creation, Leveling
the Playing Field, and National Security and Economic Sovereignty.

e The tariffs on countries viewed as having mistreated the U.S,, like China, are the most extreme.
e (ertain trade partners have seen some relief, including Mexico, Canada, and the UK.
e Thatsaid, a 10% tariff has been imposed on many smaller trading partners.

e From atop-down investment perspective, we must assess the economic implications of these
changes, including a slowdown in GDP, higher inflation, and weaker equity earnings and
markets.

e From a bottom-up investment perspective, we must now take into consideration country and
company implications of the tariffs and potential retaliation, as there will be winners and losers.
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https://www.whitehouse.gov/fact-sheets/2025/04/fact-sheet-president-donald-j-trump-declares-national-emergency-to-increase-our-competitive-edge-protect-our-sovereignty-and-strengthen-our-national-and-economic-security/
https://ustr.gov/issue-areas/reciprocal-tariff-calculations
https://omny.fm/shows/stifel-sightlines/trade-policy-clarity-economic-uncertainty-the-investment-implications-of-president-trump-s-liberation-day
https://vimeo.com/stifel/sightlines-040425

IN-DEPTH: POLICY CLARITY HELPS, BUT INVESTORS MUST ASSESS THE IMPLICATIONS OF UNCERTAINTY
AND THE TOP-DOWN AND BOTTOM-UP IMPLICATIONS OF POLICY CHANGES
Despite greater clarity on trade policies and the tariffs being implemented, investors must navigate both top-down
and bottom-up implications amid rising economic uncertainty. Going deeper:
e The U.S. has a modest services trade surplus, but our goods trade deficit has grown in recent decades:
o Overall, the trade deficit was $917.8 billion in 2024, compared to $98.5 billion in 1994.
e Thetrade deficit is seen by the Trump administration to be mainly the result of unfair practices:
© Many larger countries have imposed tariffs and other direct charges, like a value-added tax.
O But other practices like subsidies, currency manipulation, and other non-tariff barriers have
historically disadvantaged U.S. industries.
e The administration calculates a tariff as implied by these practices that would eliminate the trade deficit:
o The most dramatic calculation is for China, with an estimated implied tariff of 67%.
o Note that the U.S. implemented an additional tariff of about half of that amount, or 34%.
e More generally, the administration has stated several goals when implementing this trade policy:
o Economic Growth and Job Creation: Reshoring manufacturing, new U.S. Investments, job growth.
o Leveling the Playing Field: Fair trade, support for domestic industries, reducing trade deficits.
o National Security and Economic Sovereignty: Support critical industries, combat drug trafficking.
e Tariffs do vary, in part, based on the strength and strategic importance of our relationships:
o Significant tariffs have been imposed on countries or regions viewed as mistreating the U.S.:
* China 54%, Vietnam 46%, Taiwan 32%, Japan 24%, and the European Union 20%.
O Goods meeting the USMCA rules of origin will have no tariffs, benefiting Mexico and Canada.
o That said, a 10% tariff has been imposed on many smaller trading partners.
e From a top-down investment perspective, we must assess the economic implications of these changes:
o Aslowdown in GDP and higher inflation can lead to weaker equity markets.
e We must also consider the investment implications from a bottom-up perspective:
o For example, we are modestly underweight China and the EU in our dynamic asset allocation
guidance, in part with consideration for the implications from trade policies and tariffs.

o The impact of trade policies will be considered in our ongoing analysis of individual companies.
CONCLUSION

Since Inauguration Day, investors have not responded well to the apparent “on-again/off-again” approach to
tariffs, which has shaken markets. This week, however, the Trump administration provided greater clarity on its
motivation and methodology behind the new tariffs taking effect this month. While this transparency is welcome,
the tariffs themselves introduce heightened uncertainty — both regarding their direct economic impact and the
potential for broader global trade conflict. As investors, while we appreciate the clarity around policy, we must
navigate the top-down and bottom-up implications of these changes. And, in addition, we must prepare for more

uncertainty as countries respond to these actions, either positively through negotiation and a move toward more
friendly trade relations or negatively if tariffs and restrictions escalate further.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors. There is no guarantee that the
figures or opinions forecasted in this report will be realized or achieved. Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times,
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within. Indices are unmanaged, do not
reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated with international
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility
than investing in more developed countries. Due to their narrow focus, sector-based investments typically exhibit greater volatility. Small company stocks are
typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies. Property values can fall
due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies. When
investing in bonds, it is important to note that as interest rates rise, bond prices will fall. Investing involves risks, including the possible loss of principal
invested. Past performance is no guarantee of future results. The Standard & Poor’s 500 index is a capitalization-weighted index that is generally considered
representative of the U.S. large capitalization market. The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on
the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE index (Europe, Australasia, and
the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding
the U.S. and Canada. VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied
volatility of S&P 500 index options.
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