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Trump’s America First agenda has some concerned about investors pulling out of U.S.

Instead, foreigners and U.S. companies are spending massively on U.S. investments.

The concern that Treasuries would be used as a bargaining chip have not materialized.

All major auctions have been relatively strong.

TIC data shows record demand.

Have Trade Wars Deterred Foreigners from Buying U.S. Assets?

Since President Trump took office
there has been speculation that his
America First and trade policy would
impact investments into the U.S.
from international companies,
governments and investors.
Fortunately, we have not seen this
materialize, at least as of now. In fact,
as of May 6", there has been over $2
trillion in U.S. based investments
from U.S. and foreign companies.
This is separate from the over $3
trillion that has been committed for
investments from foreign countries
(e.g. UAE, Saudi Arabia)." In addition,
we have been monitoring Treasury
auctions because ~25% of our
Treasury debt outstanding is financed
from investors outside of the U.S.
There was concern that some of our
key trading partners would use
Treasury debt as a bargaining chip by
either selling Treasuries or pulling
away from the auctions. In this
weekly insights we offer details about
the Treasury auctions we have been
monitoring in recent months to see if
there is less foreign demand. In
addition, we detail what we saw from
last week’s monthly Treasury
International Capital report.
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Why Treasury auctions matter: To
fund the burgeoning budget deficit
the Treasury relies on investors
buying Treasuries at their auctions.
According to the Peterson
Foundation, ~$9 trillion in U.S. debt
is maturing within a year." If
demand for Treasuries slows at
auction, the U.S. government
would be at a greater risk of not
being able to refinance its debt or
be subject to paying a higher
interest rate to fulfill auctions.

What recent auctions are telling
us: On May 6™, 2025, the U.S.
Treasury auctioned 10-year notes
worth ~$42 billion and demand
was strong from both domestic and
international purchasers. Direct
bidders (i.e., institutional investors,
state/local governments) claimed
~20% of the auction, while indirect
bidders (i.e., foreign entities)
claimed ~71% of the auction. Both
direct bidders and indirect bidders
claimed more than the historical
averages of 17% and 67.6%,
respectively.? Foreign demand,
specifically, has been strong in
most other auctions. The 4-week,
6- month, 5-year and 10-year
auctions have seen demand above
the past five-year average.

e Treasury International Capital
report (TIC): We received the TIC
data for March last week which
details foreign investment in the
U.S. This report is offered on a lag
and the data is prior to “Liberation
Day.” In the report, it showed that
foreign investors of U.S. Treasuries
reached a record high ~$9 trillion.
Japanis the largest foreign holder
of U.S. Treasures ($1.1 trillion). The
UK surpassed China as the second
largest foreign holder as China’s
holdings declined.

The Bottom Line:

Since writing this weekly, Moody’s
downgraded the rating of U.S. debt
due to the fiscal outlook. While we
have seen little, if any, impact from
tariffs on the demand for U.S.
investments, Treasury auctions,
specifically will take on more
importance in the direction of interest
rates. We will monitor closely all
auctions with a focus on the
bellwethers (e.g., 10YR and 30YR) to
see if the rating impact along with
trade disputes deters foreign
investment. This could have long-
term impacts on interest rates,
inflation and the Fed.
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Weekly Economic Recap -

Inflation as measured by the Consumer Price
Index increased at a 2.3% annualized pace in
April, the lowest since February 2021. Shelter
prices continued to be the leading culprit of
sticky inflation as the category, which
represents about a third of the overall index
weighting, accounted for more than half of the
advance in the headline reading. Core CPI,
which excludes volatile food and energy
prices, increased 2.8% on an annualized
basis, virtually unchanged from last month.

Prices paid to U.S. producers unexpectedly
decreased in April at the fastest monthly pace
since April 2020 (-0.5%). Excluding food,
energy, and trade, prices fell 0.1% in April, the
first decline in five years.

Optimism among small business owners
deteriorated for a fourth straight month in April
as the NFIB Small Business Index recorded its
weakest reading since October (95.8). The
weakness was led by confidence in capex
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Government budget deficit tops $1 trillion; 13% higher YoY.
Headline inflation increases at slowest pace since Feb. ‘21.
Consumers slow their pace of spending.

Global equities rally on U.S./China trade developments.
Treasury yields broadly higher on flurry of economic data.
Commodities mixed; Natural gas plummets

Weekly Market Recap -

Equities: The MSCI AC World Index was higher for the fifth time in the last
six weeks and posted its best weekly gain since November 2023. The rally
was driven by the U.S. and China announcing plans to lift trade restrictions
for 90 days. All major U.S. averages were higher driven by a tech/growth
rally as investors had a risk-on appetite. International markets rallied as
well, with China equities getting a boost on the trade developments.

Fixed Income: The Bloomberg Aggregate Index was lower for the third
straight week amid a flurry of economic data and global trade
developments. High yield and emerging market bonds led the gains as
investors took a risk-on appetite.

Commodities/FX: The Bloomberg Commodity Index was lower for the third

spending, those expecting a better economy,
sales, and earnings.

time in four weeks. While oil prices rose on optimism that calming in the
trade wars can fuel growth, natural gas prices fell sharply, pulling the

Consumers slowed their pace of spending in energy index lower.

April as retail sales, which are not adjusted for

. o Inflation Expectations Surge; Confidence Plummets
inflation, increased only 0.1% for the month.
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Footnotes: Data is as of April 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Equities Mixed Awaiting Trade News
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Footnotes: Data is as of May 16, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

': https://www.whitehouse.gov/articles/2025/05/trump-effect-a-running-list-of-new-u-s-investment-in-president-trumps-second-

term/
2: https://www.barrons.com/articles/us-treasury-bond-allotment-report-76a4e9d4
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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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