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e Market volatility picked up in March, as uncertainty related to trade policy pushed most of the
equity market negative for the month.

e Uncertainty remains the dominant narrative, as investors wrestle with the ramifications of a reset in
global trade and the potential impacts on the economy and markets.

e We believe that both bullish and bearish outcomes are possible for the remainder of this year.
However, we caution investors to expect continued volatility in the near term as markets digest tariff
impacts on the economy and earnings.

Uncertain Times

The first quarter of the year has ended, and concerns about tariffs and trade policy unsettled markets in
March. Most equity indexes declined during the month leading up to April 2, dubbed “Liberation Day”
by President Trump, when reciprocal tariffs against other nations were announced. The size and scope of
the reciprocal tariffs were more aggressive and complex than widely expected. We will get more clarity
in the days and weeks to come, but markets loathe uncertainty (see below), and we believe that the
market volatility witnessed in March underscores that point.
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Interestingly, previously favored companies and sectors have been among the hardest hit by volatility so
far this year. For example, the Nasdag Composite, an index which tracks large US technology companies,
fell over 10% in the quarter, following a nearly 30% gain in 2024 as interest in artificial intelligence
soared. Similarly, the S&P 500 index, a proxy for US large cap equities, ended the month down over 4%
year-to-date after posting consecutive 20% plus gains in both 2023 and 2024.
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Conversely, international developed and emerging market stocks both gained through the first quarter,
reversing years of underperformance relative to US stocks. In addition, the rotation to previously
unloved parts of the stock market occurred on a sector level, as well. Energy, health care, and utility
stocks all fared relatively well, benefiting investors in many dividend-paying and value-oriented strategies
and helping them to sidestep some of the volatility experienced in the broader market.?

Previously Unloved Stocks in Favor in Q1

® S&P 500 Total Return Level % Change -4.27%
Nasdaq Composite Total Return Level % Change -10.26%
Russell 2000 Total Return Level % Change -9.48%

® MSCI EAFE Net Total Return Level % Change 6.86%
MSCI Emerging Markets Net Total Return Level % Change 2.93%

® Russell 1000 Value Total Return Level % Change 2.14%

® MSCI USA IMI High Dividend Yield Total Return Level % Change 3.42%
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Starting Points Matter

It is important to note that while tariffs and trade policy are important issues, they are not the sole
drivers of global economic or market performance. The US economy remained resilient the past few
years, aided in part by low unemployment, healthy consumer spending, and strong corporate earnings.

Recent economic data, such as a decline in job openings and contraction in the manufacturing sector,
shows some sign of softening. Additionally, inflation remains stuck around 3%, above the Federal
Reserve’s 2% target. However, corporate earnings in Q4 remained strong, and we believe the economy
remains on relatively solid footing today.

It is against this positive economic backdrop that the tariff drama is unfolding. However, the duration of
the tariffs, along with any potential retaliation and escalation fallout, remain big unknowns.

We believe that a full-blown trade war, if realized, has the potential to not only hurt our economy but to
potentially cause a global recession. We are not alone in this concern. For example, the Federal Reserve
(Fed) recently revised its US growth forecast from 2.1 to 1.7 percent, the sharpest reduction since 2022.
Additionally, the Organization for Economic Cooperation and Development (OECD), a group of 38 of the
richest countries in the world, expects tariffs to slow global growth and to fuel inflation (see below).??

1 Source: YCharts

2 Source: https://www.bloomberg.com/news/features/2025-03-31/trump-s-reciprocal-tariffs-risk-us-recession-trade-turmoil

3 source: https://www.bloomberg.com/news/articles/2025-03-17/trump-s-trade-wars-tip-world-to-slower-growth-faster-inflation
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Simulations of Additional Bilateral 10% Tariff
US imposes tariffs on imports with retaliatory action from other countries
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Source: Organization for Economic Cooperation and Development calculations using the NiGEM global
macroeconomic model and the OECD METRO model

Note: *Percentage point difference from baseline. The charts show a scenario in which the US imposes an
additional 10% tariff on non-commodity imports from the whole world, and all countries retaliate by
imposing an additional 10% tariff on non-commaodity imports from the US.

On the other hand, the Trump administration campaigned on several potentially business-friendly
policies, including tax reform, deregulation (which may encourage mergers / acquisitions), and
infrastructure investment. In fact, Congress is already working on a proposed tax bill, aiming for passage
by late summer to help counteract economic impact caused by tariffs.*

The Path Forward

We end this piece much as we began — with an uncertain path forward. Both bullish and bearish
scenarios can be made, depending on your timeline and how this reset of global trade unfolds. We
believe the most prudent strategy is to stay cautious, remain diversified, and be prepared to capitalize on
emerging opportunities.

We appreciate your continued trust and welcome the opportunity to speak with you in greater detail in
the context of your specific situation.

All investments contain risk and may lose value. Past performance is not an indication of future
performance. Information contained herein has been obtained from sources believed to be reliable but not
guaranteed.

This material has been distributed for informational purposes only and should not be considered as
investment advice or a recommendation of any particular security, strategy or investment product.

Statements concerning financial market trends or portfolio strategies are based on current market
conditions, which will fluctuate. There is no guarantee that these investment strategies will work under all
market conditions or are appropriate for all clients and each client should evaluate their ability to invest for
the long term, especially during periods of downturn in the market. Outlook and strategies are subject to
change without notice.

4 Source: https://www.bloomberg.com/news/articles/2025-04-01/republicans-eye-25-000-salt-cap-as-trump-s-tax-cuts-take-shape
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