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AFTER “LIBERATION DAY"”: WHAT CAN TARIFFS ACCOMPLISH, AND WHEN?

On April 2, 2025, President Trump announced a new tariff regime that surprised most
observers with its severity, and many risk assets have responded with significant losses
and volatility. The risk asset downturn reflects, at least in part, the increased probability of
a recession, reduced corporate profits, and higher inflation from tariff-driven price
increases.

Given the political nature of the tariffs and their dependence on decisions made by the
President and other global leaders, it is extremely difficult to predict what happens next.
The fact that this is an internally created issue rather than a response to an external shock
like the COVID-19 pandemic contributes to the sense of uncertainty and market stress.

A useful way to think about potential outcomes may be to think through what goals could
be pursued with tariffs, how likely they are to succeed—and, perhaps more importantly,
how quickly they could be resolved.

We believe that the most positive potential outcome is the successful negotiation of
concessions from other countries, followed by reduction or elimination of some or all
tariffs. Given the uncertainty and difficulty of predicting even near-future developments,
we recommend that clients stay the course of their strategic asset allocation. Market
volatility has occurred across return-seeking assets and countries (US and non-US stocks,
high yield bonds, etc.), and any future negative economic outcomes are likely to be
international in nature. Right now, the best focus is on the long term.

Potential Tariff Goals
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Lasting reduction in US trade deficits

The US shifted from a position of consistent trade surplus (export more than import) to
consistent trade deficits (import more than export) in 1971, when the US dollar became
the global currency after the collapse of the gold standard and fixed exchange rates. A
strong, globally demanded US dollar has made imports cheaper. Trade deficits—buying
more goods and services from other countries than we sell them—are funded by US
national debt (borrowing from other countries) and driven by US citizens' lower savings
rates and greater consumption rates.

President Trump has been a consistent, long-term opponent of US trade deficits (and a
fan of tariffs.) But returning to persistent trade surpluses would likely require the US and
its citizens to save more, consume less and borrow less. These changes would be politically
unpopular and require cultural change in the case of consumption.



L @ . .
syntrinsic Afer iberaton oo

An @MA Company

Tariffs are unlikely to achieve significant, lasting reductions in trade deficits on their own.
And a country’s balance of trade (trade deficit or surplus) is not particularly related to its
economic strength, with some rich countries with trade deficits (US, UK, France among
others) and poor countries with surpluses (Irag, Bangladesh, Angola among others).

US Trade Balance as a Percentage of Gross Domestic Product
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Restore US manufacturing

The share of US workers in manufacturing jobs fell consistently and significantly between
the end of World War Il and about 2010 (where it stabilized, perhaps at a long-term
minimum), driven by automation, globalization, greater imports (trade deficits), and a shift
toward a service rather than goods production economy.

Maintaining US domestic production in critical areas, and providing good jobs for US
workers, are noble and logical goals. But shifting more manufacturing to the United States
is challenging when the US is at near full employment (the workers need to come from
other industries) and operates an effective service economy (many workers won't want to
switch to factory jobs currently done in China or Vietnam). In fact, the US, while running
a trade deficit in goods, has consistently run a trade surplus in services.
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Most importantly, any such shift would take time (years), and would expose those
companies making the shift to the risk of future policy changes. Lastly, automation may

significantly affect how production happens in the medium-term, with efficiency rising
and manufacturing employment declining.

Percentage of US private sector employment in manufacturing
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Raise revenue/pay down national debt

As a tax, tariffs will indeed raise government revenue—perhaps (low) trillions of dollars
over a decade, though the likely actual amount is difficult to model. This income can fund
government spending or tax cuts, such as (partially) funding an extension of the 2017 tax
cuts. Total US federal government revenues, however, are more like $5 trillion per year, or
$50 trillion over a decade. Unlike the income tax, tariffs are regressive in nature (people
with less money tend to pay more.) And tariffs as a source of revenue conflicts with other

goals—the more imports decline because, say, US manufacturing is revived, the less
income tariffs would generate.
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Help negotiate lower trade barriers and other concessions

Tariffs may be used as a negotiating tool to get lower foreign tariffs and reduce other
trade barriers or influence countries’ behavior in other ways. Indeed, some countries have
signaled that they are willing to negotiate to reduce their trade surplus with the US and
other concessions. At the same time, China has responded aggressively. A logical (if
painful for the markets) US approach to negotiating would be to show willingness to
pursue tariffs even in the face of market volatility and potential economic pain, to
demonstrate seriousness.

Gaining desired concessions would be positive for the US, and—unlike any of the other
goals—could be achieved quickly. The most positive tariff scenario in terms of the market
outlook is the (relatively) quick achievement of concessions and corresponding reduction
in tariffs. A simple reversal of the tariff program (if the cost and political risk appears too
high) would similarly help end volatility (without additional benefits to the US), but this
scenario may be less likely given the political capital invested in the “Liberation Day”
announcement. Also, domestic and perhaps international legal challenges to the tariffs
are almost certain to arise.

We remain hopeful that the goals of the US tariff program become clear and well-
communicated in the near future, and that the US and global trading partners work
toward an overall resolution that is beneficial and calming for the global economy and for
the investment markets.
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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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