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WHAT ARE TARIFFS?

In simple terms, a tariff is a tax placed on goods when they cross national borders, with
the most common being an import tariff paid by the importer. Tariffs are used toward
many potential goals, including generating revenue; protecting domestic industries,
consumers, and national interests; and influencing negotiations with other nations.

Tariffs are nothing new—they have been used for centuries. For example, the US
implemented tariffs shortly after the Constitution’s ratification to help fund the
government. However, tariffs have become a less important source of revenue for
governments, particularly for developed nations, despite their recent resurgence in the
US. According to the Congressional Budget Office (CBO), the US brought in $77 billion in
tariffs in 2024, accounting for 1.6% of federal revenue. Since the 1960s, tariffs have not
made up more than 2.0% of total revenue and were equivalent to 0.2-0.4% of gross
domestic product (GDP).
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TRUMP’S TARIFF POLICIES IN 2025

President Trump and his administration have implemented several tariffs, resulting in an
unpredictable environment for investors and considerable market volatility. The
administration has ascribed a broad set of goals to tariffs, relating to domestic
manufacturing, trade, pursuing non-trade goals such as relating to immigration, revenue
generation, and more.
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Current tariff strategy is a component of a reciprocal policy aimed at reducing the US
trade deficit with various nations, particularly China, Mexico, and Canada. Advocates of
this reciprocal tariff policy contend that it fosters fairness in trade for the United States
and safeguards domestic industries, aligning with President Trump’s "America First"
initiative. However, potential drawbacks of the reciprocal tariff policy include the risk of
violating World Trade Organization (WTO) regulations and an increased likelihood of
initiating trade wars.

The following is a high-level summary of tariffs imposed or planned to date. (Information
here regarding tariffs was up to date as of the time of writing; the situation changes
frequently, and some facts may have been overtaken by events.)

o A 25% tariff on all imports from Canada and Mexico, which were effective as of
March 4, 2025, with the notable exception of a reduced 10% tariff applied to
Canadian energy resources, such as crude oil and natural gas.

e Initially, a 10% tariff was imposed on all imports from China on February 4,
2025; however, this has since been escalated to a 20% tariff, effective March 4,
2025.

e Furthermore, President Trump has expanded Section 232 (national security-
related) tariffs to encompass additional steel and aluminum products, at a
25% level. The exemptions that were previously granted to specific countries
under these tariffs have been revoked. The revised tariffs on steel and aluminum
took effect on March 12, 2025.

e Additionally, a proposal for a 25% tariff on all automobile imports was
introduced, with the implementation delayed by one month to allow the “big
three” domestic automakers—Ford, General Motors, and Stellantis (formerly
Chrysler)—adequate time to prepare.

The tariff situation is fluid and ever evolving. The President frequently adjusts these tariffs
based on the reactions and strategies of other nations regarding the trade policies
implemented. For instance, when other countries retaliate with their own tariffs or trade
barriers, Trump's administration often responds by modifying the existing tariffs (see steel
and aluminum as discussed above, for example)—either increasing or decreasing them—
creating a dynamic negotiation environment.
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This ongoing back-and-forth showcases not only the complexity of international trade
relations but also the strategic maneuvering that defines economic policy under his
leadership. Each adjustment reflects a broader goal of attempting to influence global
trade practices.

IMPLICATIONS OF TARIFFS ON THE U.S. ECONOMY

In general, tariffs on imports tend to be inflationary for both individuals and businesses,
although who bears the brunt is determined by whether businesses absorb the higher
costs or pass them on to consumers. Should inflation increase, this will likely lead to
interest rates remaining higher for longer, as the Federal Reserve would be more likely to
delay and/or reduce rate cuts. This leads to higher borrowing costs across the economy
which can negatively impact economic growth.

In a vacuum, tariffs can protect domestic industries in the short-term by making them
more competitive on a relative basis. However, other countries can retaliate, leading to
trade wars, friction with other countries, and increases in protectionist policies which can
lead to lower growth and possibly a recessionary scenario. Domestic businesses and
consumers can also adapt, such as by shifting the goods they sell and buy. Businesses
may see a reduction in profits and/or raise prices, and sellers of non-tariffed goods may
even see an opportunity to raise prices as well.

Currently, market participants are grappling with significant declines attributed, at least in
part, to uncertainties surrounding tariffs. On March 10, 2025, the S&P 500 experienced a
decline of 2.7%, resulting in a loss of $1 trillion in market value and a fall of 9% from the
February peak. Goldman Sachs estimates that a five percentage-point increase in tariffs
can lead to a reduction of approximately 1-2% in S&P 500 earnings per share.

Year-to-date, the CBOE Volatility Index (VIX), which measures the expected volatility of the
U.S. stock market over the next 30 days, has increased by over 23%. This increase is
primarily driven by tariff-related uncertainties, which contribute to investor apprehension
regarding a potential recession. The VIX is often referred to as the "fear gauge,” reflecting
market sentiment and indicating the extent to which investors anticipate fluctuations in
the market. As of March 17's close, the VIX stood at 20.5, with the threshold of 20 often
deemed indicative of a high-volatility market environment. The VIX is far from the levels .
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seen during past market crises, having reached a record high of 82.7, on March 16, 2020,
a few days after COVID-19 was declared a national emergency.

Amid investor uncertainty and recession fears, the performance of mega-cap stocks,
particularly the so-called "Magnificent Seven," has declined year-to-date as investors shift
away from high-growth technology stocks towards more defensive assets. This reduction
in the market value has contributed to a broadening of the sources of return U.S. equity
market, as well as the global equity market, with the primary drivers of past returns (large
US stocks) giving way to other market segments (including European markets).
Additionally, President Trump's remarks regarding a "period of transition" for the
American economy have intensified market apprehensions.

Given the volatility and uncertainty of the situation, it is difficult to act tactically to reduce
risk or add returns. Remaining diversified, including globally and across industries remains
a wise course of action.
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DISCLAIMERS

Investment advisory services provided by IMA Advisory Services, Inc., (IMAAS), doing business as
Syntrinsic. IMAAS is a federally registered investment adviser under the Investment Advisers Act of
1940 (CRD #112091). Registration as an investment adviser does not imply a certain level of skill or
training. IMAAS is also a registered insurance agency. The oral and written communications of an
adviser provide you with information about which you determine to hire or retain an adviser. IMAAS
Form ADV Part 2A and Form CRS can be obtained by visiting: https.//adviserinfo.sec.gov and search

for our firm name. Neither the information nor any opinion expressed is to be construed as
solicitation to buy or sell a security of personalized investment, tax, or legal advice.

Information in this presentation regarding Syntrinsic’s clients and assets under advisement is solely
attributable to the Syntrinsic Business unit of IMAAS. For complete information regarding IMAAS,
please see our Form ADV Part 1 and Brochures.

A copy of Syntrinsic's current written disclosure statement discussing advisory services and fees
remains available for review upon request. Different types of investments involve varying degrees of
risk, and there can be no assurance that the future performance of any specific investment or
investment strategy will be profitable. Consult your investment, tax and legal advisors before making
investments. Syntrinsic does not provide tax or legal advice.

The information in this document is not intended as a recommendation to invest in any particular
asset class or strategy or as a promise of future performance. The opinions expressed in this
document are the combined work of Syntrinsic’s Investment Committee. Our research comes from a
multitude of sources, but any opinions expressed are our own.

Given the complex nature of risk-reward trade-offs involved in portfolio construction, we advise
clients to consult with financial professionals on specific investment-related decisions. References to
future returns are not promises or even estimates of actual returns a client portfolio may achieve. In
addition, past performance is not a guarantee of future results.

Assumptions, opinions, and estimates are provided for illustrative purposes only and are subject to
significant limitations. Expected return estimates are subject to uncertainty and error. Expected
returns for each asset class can be conditional on economic scenarios to which actual returns could
be significantly higher or lower than forecasted. They should not be solely relied upon as
recommendations to buy or sell securities.

Forecasts of financial market trends that are based on current market conditions constitute our
Jjudgment and are subject to change without notice. We believe the information provided here is
reliable, but do not warrant its accuracy or completeness.
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