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TARIFF U-TURN; LINGERING DOUBTS

The financial landscape is in a state of flux. Not long ago,
the announcement of large tariffs sent shockwaves
through global markets. As the aftershocks rippled out,
policymakers scrambled to craft responses, only to
eventually backtrack on their initial moves in a bid to curb
unintended consequences. The latest example is the large
reduction in the reciprocal tariff rates that effectively
brought trade between the U.S. and China to a halt.

Similar to trade deals announced with other nations, we
are witnessing the emergence of a "90-day pause." This is
not just a pause; it's a strategic time-out where markets,
governments, and investors are stepping back to reassess
the broader implications created by the last few weeks of
intense policy uncertainty. Amid this pause, investors are
digesting economic data, rethinking long-held strategies,
and attempting to chart a new course in an environment
where quick tactical moves have proven risky.

A pivotal point in current market sentiment revolves
around assets tied to U.S. growth. Over the past years,
these assets—encompassing high-flying equity sectors
like technology and consumer discretionary, as well as
credit markets and the U.S. dollar—have significantly
outperformed. However, despite their promise of superior
growth, they are relatively expensive by many
fundamental metrics. In times of market stress, these
overvaluations have shown that such assets do not offer
the cushion of safety that investors might expect. The lofty
valuations of U.S. growth assets, built on future potential
rather than current stability, mean that during a downturn,
they tend to falter rather than act as a safety net. This
reality is prompting both institutional and individual

investors to re-examine allocation strategies in search of
true defensive assets that can withstand turbulent periods.

Complicating the picture further is the difficulty in
interpreting fresh economic data. The mix of conflicting
signals—whether from trade imbalances, sharp falls in
consumer and business confidence, or fluctuating
currency values—adds layers of uncertainty. In this
context, the 90-day pause is being seen as an opportunity
to take a hard look at these mixed messages before
making any decisive moves.

An undercurrent of optimism permeates financial markets.
Even amid the caution, some investors are betting that
these pauses will set the stage for a robust rebound. As
we navigate choppy waters, this phase of waiting invites
us to reflect on the balance between risk and reward. It's a
reminder that markets are cyclical, and sometimes the
smartest move is to pause, analyze, and then pivot.

While the glow of U.S. growth remains alluring, investors
are reminded that such assets, when priced too high, may
not provide the shield they once did in volatile times. By
carefully weighing both the promise and the peril, market
participants can craft strategies that endure beyond the
current uncertainty. Hence, we are proponents of a more
diversified and valuation-sensitive investment approach,
and this perspective makes us less enthusiastic about
adding growth-sensitive exposure in U.S. assets after the
recent rebound in markets.

STOCKS BOUNCED BACK, BUT MACRO PROJECTIONS DID NOT
Despite increased inflation and decreased growth expectations, U.S. stocks have retraced losses.
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CONSENSUS OF U.S. ECONOMIC FORECASTS
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Source: Northern Trust Asset Management, Bloomberg. Left panel: data from 3/31/2025 to 5/8/2025. Right panel: data from 6/30/2024 to
5/8/2025. Expected growth is the percent change from the same quarter in the prior year (fourth quarter); expected inflation is average level of
the year-over-year change in core Personal Consumption Expenditures inflation across the last three months of 2025.




POSITIONING SCENARIOS
Supply Restraint (45% probability)

Supply-side shocks from higher tariffs in addition to
broader policy uncertainty weigh on consumer and
corporate activity while halting the disinflationary process
until a recession takes shape.

Soft Landing (30% probability)

Global growth slows but remains positive via two potential
paths: i) tariff policy eases; ii) the U.S. economy is more
resilient than expected and avoids a major deterioration in
the consumer backdrop.

Stagflation (15% probability)

Initially similar to the Supply Restraint scenario, but the
rise in inflation is more persistent. As a result of slower
monetary policy support, the recession is deeper and
longer.

Reflation (10% probability)

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.
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INDEX DEFINITIONS

MSCI USA IMI: The MSCI USA Investable Market Index (IMI) is designed to measure the performance of the large, mid and small cap segments of
the US market. With 2,319 constituents, the index covers approximately 99% of the free float-adjusted market capitalization in the US.

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 MAY 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.
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