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TARIFF TANTRUM

Holding the U.S. base case, but uncertainty is higher:
Tariff uncertainty is at all-time highs and we see higher
potential for a negative outcome. Regarding broader policy
uncertainty, higher tariffs could weigh on low-income
consumers, falling asset prices pose risk to higher-income
consumers, and labor market drag from federal layoffs is
starting to surface. Uncertainty from tariffs and other
government policies could persist for several months as
processes unfold. Policy risks have coincided with
downward revisions to growth expectations and upward
revisions to inflation forecasts. Consensus expectations
for full-year 2025 U.S. GDP growth were lowered to 2.0%
from 2.2% last month. Expectations for core Personal
Consumption Expenditures (PCE) over the next couple of
quarters modestly increased. While cooling, the U.S.
economy is expected to continue to grow, and recession
probabilities are low.

Our base case expectation remains for U.S. economic
growth to slow to around trend, inflation to ease with the
potential for near-term boosts from tariffs, and the Fed to
proceed with a gradual pace of rate cuts. Uncertain tariff
policies continue to pose both upside and downside risk,
including economic disruption from policy shocks.

A brighter outlook for Europe: Germany announced
massive fiscal reform that would allow defense spending
to essentially circumvent the debt brake and also deliver a
€500 billion infrastructure fund over 10 years. Approval is
still pending but looks likely. The fiscal boost should
provide multi-year support to the European economy and
is occurring at a time when central bank rate cuts are
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starting to lift activity from low levels and Russia-Ukraine
tensions are easing. We see higher odds that the Euro
Area can achieve around 1% real growth. The improved
growth outlook has started to feed through to better
earnings revisions for non-U.S. equities, particularly
relative to weaker U.S. estimates. Tariff risk is still a factor,
but we believe the fundamental changes are sufficient to
remove the underweight to developed ex-U.S. equities.

Maintaining the U.S. equity allocation: Government
policies have weighed on the U.S. equity market, with the
S&P 500 Index nearing a 10% correction in a span of less
than a month. Given the recent drawdown, weaker
sentiment, and no major change to the baseline economic
expectation of a soft landing, we do not think it is an
opportune time to reduce U.S. equity exposure. Instead,
we preferred to fund the increased international equity
allocation with high yield. High yield has posted a positive
total return year-to-date, which is a notable feat given the
magnitude of the U.S. equity market drawdown. We view
the trade as an opportunity to take profit in one area in
order to reduce underweight exposure to an asset class
with the potential for tactical outperformance. Overall, the
committee still likes high yield. The tactical portfolio is
overweight equities and real assets, and underweight fixed
income. We recommend having some inflation protection
and staying diversified in what has been an uncertain
environment due to government policy.

A great deal of uncertainty centered on tariff impacts continues to keep equity markets on edge.
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Source: Northern Trust Asset Management, Macrobond, Matteo lacoviello, Economic Policy Uncertainty. One-month smoothed measures of
daily data. Data from 12/31/2014 through 3/17/2025. Historical trends are not predictive of future results.




BASE CASE EXPECTATIONS
Soft Landing

Global growth will settle around trend while evolving
government policies keep uncertainty elevated. Inflation
will settle at lower levels, but tariffs could cause some
bumps along the way.

RISK CASE SCENARIOS

Reflation

Policies of the U.S. Administration have a net stimulative
effect, leading to above-trend growth, persistent inflation
and a pause in the Fed rate-cutting cycle.

Central Bank Easing

Lower inflation has allowed major central banks to start
cutting policy rates. We expect central bank easing

to continue, though the timing and trajectory could be
complicated by tariffs.

Supply Restraint

Supply-side disruptions from immigration restrictions and
higher tariffs in addition to broader policy uncertainty weigh
on economic activity and halt the disinflationary process
until a recession takes shape.
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INDEX DEFINITIONS

S&P 500 Index: The index, a gauge of the large-cap U.S. equity market, includes 500 companies that represent approximately 80% of the market
capitalization of publicly traded U.S. equities.

MSCI World Ex-U.S Index: The index captures large and mid cap representation across 22 of 23 Developed Markets (DM) countries, excluding the United
States. It covers approximately 85% of the free float-adjusted market capitalization in each country.

Northern Trust Quality Low Volatility Index: The Index is designed to construct a high quality universe of companies that possess lower overall absolute
volatility (i.e. risk) relative to the Northern Trust 1250 Index. An emphasis is placed on a company’s income and capital growth, while also reducing
overall volatility of returns relative to the benchmark. The proprietary Northern Trust quality factor is used to identify companies that exhibit strength in
profitability, management efficiency and cash flow.

Prepared by Northern Trust Asset Management for United Bank.

NTAM is not affiliated with United Bank and permission to distribute this content does not constitute or imply any endorsement or sponsorship of any
third party’s product, services, or organization.

UNLESS NOTED OTHERWISE, DATA IN THIS PIECE IS SOURCED FROM BLOOMBERG AS OF MARCH 2025.

The information contained herein is intended for use with current or prospective clients of Northern Trust Investments, Inc (NTI) or its affiliates. The
information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation.
(NTI) or its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than described in
this information. This information is obtained from sources believed to be reliable, its accuracy and completeness are not guaranteed, and is subject
to change. Information does not constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into
account all the circumstances of each investor.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or
recommendation with respect to any transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not
rely upon this information as a substitute for obtaining specific legal or tax advice from their own professional legal or tax advisors. References to
specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as recommendations to
purchase or sell such securities. Indices and trademarks are the property of their respective owners. Information is subject to change based on
market or other conditions..

All securities investing and trading activities risk the loss of capital. Each portfolio is subject to substantial risks including market risks, strategy risks,
advisor risk, and risks with respect to its investment in other structures. There can be no assurance that any portfolio investment objectives will be
achieved, or that any investment will achieve profits or avoid incurring substantial losses. No investment strategy or risk management technique

can guarantee returns or eliminate risk in any market environment. Risk controls and models do not promise any level of performance or guarantee
against loss of principal. Any discussion of risk management is intended to describe (NTI) or its affiliates’ efforts to monitor and manage risk but does
not imply low risk.

Past performance is not a guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance
returns contained herein are subject to revision by (NTI) or its affiliates. Comparative indices shown are provided as an indication of the performance
of a particular segment of the capital markets and/or alternative strategies in general. Index performance returns do not reflect any management fees,
transaction costs or expenses. It is not possible to invest directly in any index. Net performance returns are reduced by investment management fees
and other expenses relating to the management of the account. Gross performance returns contained herein include reinvestment of dividends and
other earnings, transaction costs, and all fees and expenses other than investment management fees, unless indicated otherwise. For NTI prospects
or clients, please refer to Part 2a of the Form ADV or consult an NTI representative for additional information on fees.

Forward-looking statements and assumptions are (NTI) or its affiliates’ current estimates or expectations of future events or future results based
upon proprietary research and should not be construed as an estimate or promise of results that a portfolio may achieve. Actual results could differ
materially from the results indicated by this information.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund
Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital
Advisors, LLC, Northern Trust Asset Management Australia Pty Ltd, and investment personnel of The Northern Trust

Company of Hong Kong Limited and The Northern Trust Company. Powered by
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