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ECONOMY: Trade Talk And Tariff Truths

Before World War I, tariffs were primarily used as a source of revenue for the federal
government. They have evolved and are now also used for trade protection, with
the Trump Administration demonstrating an extreme example of this on ‘Liberation
Day. Amid the rhetoric there have been misunderstandings about what tariffs are
and what they do. Tariffs are fundamentally taxes paid by importers, not foreign
countries. When a company imports goods, it pays the tariff directly to the
government. In addition, tariffs are regressive taxes and disproportionally affect
lower-income households that have fewer options than higher-income households.

POLITICS: Has The US Lost Its Safe-Haven Appeal?

The US—particularly the US Treasury market—has long been considered a ‘safe
haven’ for investors as it historically delivered a rare trifecta: enviable economic
growth fueled by a resilient consumer, superior equity performance relative to the
rest of the world, and a strong dollar. Recent market activity, fueled by Liberation
Day and the ever-changing trade policy, in addition to fiscal concerns, have caused
some to question US exceptionalism. Despite volatility, there is simply no viable
alternative to the US Treasury market or to the dollar as the world’s reserve currency.

COMMODITIES: Power Prices Propel Us Data Center Buildout

The Al megatrend is a story about energy as well as chips. Hyperscale data centers,
which are key enablers of Al, are examples of highly energy-intensive infrastructure.
The US has nearly half of the world’s data centers, with a particularly large
concentration in Virginia. Lower-cost electricity gives the US an advantage in the
data center buildout, but power prices are trending up, and we also need to keep an
eye on water risks.

Q&A: Rumors Of The Dollar’s Demise Are Exaggerated

Despite numerous doom-laden headlines, conflating weakness with imminent
loss of special status is inappropriate, in our view. The currency maintains a
dominant position in short-term funding markets, trade invoicing, and foreign
exchange transactions—the key plumbing in global finance. Efforts to develop
alternatives to supplant the dollar’s status are still a very long way from achieving
the critical mass necessary to mount a serious challenge.
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The tactical asset allocation outlook above reflects Raymond James Investment Strat-
egy’s recommendations for current positioning. Your financial advisor can help you
interpret each recommendation within this material relative to your individual asset

Eu,gemo J. A!eman’ PhD allocation policy, risk tolerance and investment objectives.
Chief Economist, Raymond James

For more information, refer to the full Investment Strategy Quarterly.
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DISCLOSURE
Data is provided by Raymond James Investment Strategy. This material is for informational purposes only and should not be used or construed as a recommendation regarding any security. All expressions of opinion reflect the judgment of Raymond James &
Associates, Inc. and are subject to change.

International investing involves special risks, including currency fluctuations, different financial accounting standards, and possible political and economic volatility. These risks are greater in emerging markets. Commodities trading is generally considered specu-
lative because of the significant potential for investment loss. Sector investments are companies engaged in business related to a specific sector and are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are
additional risks associated with investing in an individual sector, including limited diversification. There is no assurance that any of the forecasts mentioned will occur. Asset allocation and diversification do not guarantee a profit nor protect against loss. Dividends
are not guaranteed and will fluctuate. The value of REITs and their ability to distribute income may be adversely affected by several factors beyond the control of the issuers of the REITs. There is no assurance that any investment strategy will be successful or that
any securities transaction, holdings, sectors or allocations discussed will be profitable. It should not be assumed that any investment recommendation or decisions made in the future will be profitable or will equal any investment performance discussed herein.

Past performanceis notindicative of future results. The performance mentioned does notinclude fees and charges which would reduce an investor’s returns. Fixed income securities are subject to interest rate risk. Generally, when interest rates rise, bond prices
fall, and vice versa. Specific sector investing can be subject to different and greater risks than more diversified investments. Investing in small-cap and mid-cap stocks generally involves greater risks, and, therefore, might not be appropriate for every investor.
High-yield (below investment-grade) bonds are not suitable for all Investors. When appropriate, these bonds should only comprise a modest portion of your portfolio. Specific sector investing such as real estate can be subject to different and greater risks than
more diversified investments. Declines in the value of real estate, economic conditions, property taxes, tax laws and interest rates all present potential risks to real estate investments.

INDEX DESCRIPTIONS: Please note that allindices are unmanaged and investors cannot invest directly in an index. An investor who purchases an investment product which attempts to mimic the performance of an index will incur expenses that would reduce
returns. Standard & Poor’s 500 (S&P 500): Measures changes in stock market conditions based on the average performance of 500 widely held common stocks. Represents approximately 68% of the investable U.S. equity market. The Dow Jones Industrial Average
is an unmanaged index of 30 widely held securities. The NASDAQ Composite Index is an unmanaged index of all stocks traded on the NASDAQ over-the-counter market. The MSCI EAFE (Europe, Australia, Far East) index is an unmanaged index that is generally
considered representative of the international stock market. The returns noted do not include fees and charges which will affect an investor’s return.

Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. There is an inverse relationship between interest rate movements and
fixed income prices. Generally, when interest rates rise, fixed income prices fall and when interest rates fall, fixed income prices rise.




