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Key Takeaways:

Investors are preparing for “Liberation Day” on April 2",
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Trump announced auto tariffs last week, targeting foreign-made vehicles/parts.

Tariffs are aimed at countries that contribute the most to the $1 trillion trade deficit.

Industrial metal tariffs have been in place; copper set to be added to the tariffed list.

Trading partners largely using 2018 retaliatory playbook to respond to tariffs.

“Liberation Day” is Here

President Trump is referring to April
2nd as “Liberation Day” in the U.S.
This is the day that the administration
is set to impose reciprocal tariffs to
countries that impose tariffs on U.S.
goods. At 70 days into the new
administration (as of Monday, March
31, 2025), Trump has implemented a
20% tariff on all Chinese goods, a
25% blanket tariff on most imports
from Canada and Mexio, and a 25%
tariff on US imports of steel and
aluminum. As a result, global
markets as measured by the MSCI AC
World Index have flirted with falling
into correction territory (a drop of
10% or more), consumer confidence
has deteriorated and inflation
expectations have moved higher. In
this weekly, we provide an overview
of the latest developments from the
White House and what it could mean
for investors.

e Auto tariffs set to take place: Last
week, President Trump announced
a 25% tariff on imports of foreign
automobiles and specific auto
parts. These tariffs are scheduled
to begin on April 3. The initial
tariffs will target fully assembled
vehicles only, but by May 3", the
scope may expand to major vehicle
parts, including engines,
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transmissions, and electrical
systems. Various estimates have
found the tariffs could raise the
average price of a new car by
$5,000 - $10,000."

What happens on “Liberation
Day”: The reciprocal tariffs are
expected to target those countries
that contribute the most to the ~$1
trillion trade deficit. (e.g., China,
Mexico, EU, Vietnam). The goal is
to narrow the trade deficit by
placing tariffs at an equivalent level
that countries charge us when we
export to them. For example, the
EU charges up to 50% tariffs on
U.S. agricultural products. They
also have strict non-tariff barriers
in place on meat products from the
U.S, including quotas and sanitary
restrictions. At this point, there is
little room to negotiate, as Trump
has stated he doesn’t want “too
many exceptions”.?

Industrial metal tariffs: Tariffs on
steel and aluminum were
implemented on March 12, In
addition, it is believed tariffs on
copper will take place within
weeks, not months, despite the
Commerce Department having
until November to submit a report.?

e Responses to tariffs: Global
trading partners have responded in
a variety of ways. Canada is
targeting agricultural and
consumer goods at a ~25% rate.
The EU is targeting products such
as alcohol and motorcycles at a
rate up to ~25%. Mexico cited
retaliatory tariff plans (notyetin
place) of 10%-20% for various
agricultural and food products.
These tariff responses are largely in
line with responses from the
previous 2018 trade war.

The Bottom Line:

It has been a difficult quarter for
investors as we try to gauge the
impact of tariffs when we don’t even
know what the ultimate tariffs will be.
We should get some clarity this week
but the odds of a recession have
increased and consumers are
worried about higher prices. It is also
important to note that corporate
profits are at a record high so
companies could absorb some of the
tariffs. At this point, we believe we
will see further downgrades to
earnings estimates for 2025 and
volatility to remain high.
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Weekly Economic Recap -

U.S. manufacturing slid back into contraction
territory in March, according to the S&P Global
flash manufacturing index. The gauge fell 3pts
to areading under 50 led by a drop in the
employment component. Sentiment about
future conditions among service providers slid
to the second-lowest level since 2022.

Home prices increased further in January as
buyers continued to grapple with tight
inventories. The S&P Case-Shiller index
increased 4.7% over the past year, with prices
in Los Angeles, Chicago, and Detroit leading
the gains. Home prices in Tampa, Dallas and
Portland led the cities with price declines.

Consumer confidence fell to the lowest level
since 2021 (92.9) in March. The expectations
gauge fell to the lowest level in 12 years and
inflation expectations over the next year rose
to the highest in two years (~6%).

The third reading on 4Q24 GDP showed the
U.S. economy expanded at a modestly faster
pace than previously estimated in 4Q24 (2.4%
vs. 2.3%) driven by an increase in corporate
profits. After-tax profits increased by the most
in more than two years (5.9%).

The Fed’s preferred inflation gauge, PCE Core,
increased more than expected in February
(+0.4%). It was the largest monthy gain since
January 2024. Goods inflation increased 0.4%
for a second straight month, marking the
largest back-to-back advance since 2022.

Consumer spending increased modestly in
February after posting the worst decline in
nearly four years in January. Personal income
rose much more than expected (+0.8% vs.
0.4% estimate).
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Key Takeaways:

Consumer confidence falls to lowest since 2021.

U.S. economy grows more than expected in 4Q24.
Core inflation remains sticky.

Fresh tariff measures rattle global equity markets.
Treasury yields struggle for direction.

Precious metals rally as investors flock to safe havens.

Weekly Market Recap -

Equities: The MSCI AC World Index was lower for the fifth time in the last
six weeks after President Trump announced fresh tariffs on foreign
automobiles and parts. All major averages were lower in the U.S. but it was
led by growth and technology. Large cap value outperformed growth for
the sixth straight week, as tracked by the Russell 1000 Indices.

Fixed Income: The Bloomberg Aggregate Index was relatively flat as
investors stuggled with a weaker economy but also sticky inflation. U.S.
TIPS, leverage loans and floating rate instruments outperformed.
Municipal bonds were the worst performing sector.

Commodities/FX: The Bloomberg Commodity Index was higher for the
fourth straight week. Gold prices finished the week at a record high as
investors flock to the safe-haven on fears of a global trade war.Crude oil
prices were higher for the third straight week after the U.S. increased tariff
pressure on Venezualean oil buyers.
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Footnotes: Data is as of March 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Global Equities Fall on More Tariffs
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Footnotes: Data is as of March 28, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

1: https://www.barrons.com/articles/trump-car-tariffs-gm-stock-ford-f6bcddbb?utm_source=chatgpt.com

2: https://www.bloomberg.com/news/articles/2025-03-26/trump-says-reciprocal-tariff-plan-lenient-but-hits-all-nations

3: https://www.bloomberg.com/news/articles/2025-03-26/trump-may-implement-copper-import-tariffs-within-weeks
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© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of 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 these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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