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President Trump's ‘Liberation Day’ trade tariffs have prompted one of the largest policy-
induced shake-ups of the global trading system in over 50 years. Unsurprisingly, financial
markets have reacted negatively with investors fearing a global trade war and a global
recession. In this special edition of our Weekly Bulletin, we examine the possible path
from here and how our multi asset funds are positioned.

The tariffs

Trump announced universal tariffs of a minimum of 10%, with
effect from 5 April. This included the UK. Much higher additional
‘reciprocal’ tariffs were introduced on 57 countries based on the
size of their trade deficit with the US, and will come into effect
on 9 April. These build on already announced 25% tariffs on
steel and aluminium (effective from 12 March) and 25% tariffs
on autos (effective from 3 April, and expanding to auto parts

on 3 May). Sensitive sectors including pharmaceuticals and
semiconductors have so far been excluded. China and Canada
have announced retaliatory tariff measures, while the European
Union, the US’s largest trading partner, is still considering a
response.

What happens next?

The scale of the tariffs exceeded expectations; they were bigger
and broader than anticipated, surprising financial markets

and causing the sharp falls and heightened volatility that we
are currently experiencing. How the situation plays out from
here is unknown — do other countries retaliate in full, do they
negotiate with the US, or does the US decide that turbulence
in the markets is going to hit the US economy too much and
dial down their approach — all of these options are on the table,
and perhaps will become clearer over next few days. While
completely reversing the tariff policy looks unlikely, there may
be an elegant way to soften the policy through negotiation.
Currently though, markets are focused on how other countries
may retaliate and whether such retaliation could spark further
tariffs from the US.

There are also expectations that the tariffs pose a greater
threat to US growth than non-US growth, with the US losing
trust on the global stage given Trump’s erratic policy making,
and investors diversifying away from US assets in response.
Put simply ‘US Exceptionalism’ is being questioned. Concerns
over US growth have triggered a resetting of interest rate
expectations, indicating four or five rate cuts in 2025 from
the previous three. Investors believe that the negative growth
effects from the tariff policies will force the US central bank —
the Federal Reserve - to ease monetary policy to support the
labour market and spur economic growth.

Meanwhile, other economic news from the US continues to point
to a robust economy, including last Friday’s non-farm payrolls data
which showed a higher-than-expected increase, driven by a boost
in private payrolls. The unemployment rate remained relatively
static. However, markets ignored the data as it is backwards-
looking, with the tariff policy holding centre stage. Economic

data released during April and May will be far more indicative of
sentiment and the impact of the tariffs.

Positioning in our multi asset funds

Trump’s tariff policy is unprecedented, the situation is fluid, and
the future path uncertain. We have spent the past 18 months
simplifying our portfolios, enabling us to be extremely nimble
and able to change our asset allocation very quickly if we see the
need. Diversification is key for these more challenging times in
markets, and it helps us to manage the volatility and to cushion
our portfolios against the worst market falls.

Our government bond and gold positions are working well for us,
as is a ‘put option’ on the S&P 500 stock market index which we
introduced at the end of last year. In its purest definition, a put
option gives its holder the right to sell assets at a specific, pre-
agreed price, on or before a specific date. This is helping during
the current period of market volatility. We also have a position

in a specialist hedge fund designed to protect against dramatic
market falls. More broadly, we have reduced our exposure to stock
markets, and in particular to the Asia Pacific region which is a big
target of the US tariffs.

Our investment funds are long term and inevitably experience
speed bumps along the way. Market dislocations like the one
we’re seeing today are a ‘normal’ part of investing and can

offer opportunities in both an absolute and relative sense. Our
investment funds did well in both an absolute and relative sense in
2009 and 2020 when markets hit a low and then recovered.

It's important to keep a cool head during these times, while
being alert to opportunities and ready to adjust our portfolios
accordingly.




Market moves

e The US tariff announcement led to the largest one-day decline for some stock market indices since the
pandemic in 2020 on Thursday last week, and shares continued to slide on Friday and into this week. The
sell-off now leaves the S&P500 down -17.4% relative to its peak on 19 February. Cyclical and internationally-
exposed stocks saw the worst decline.

e Flsewhere, bonds had a good week with positive returns as longer-dated bond yields moved down (prices,
which move in the opposite direction to yields, moved up) and investors reset their interest rate expectations.

What to look out for this week
e On Wednesday the US reciprocal tariffs come into force, followed by those from China on Thursday.
e Also, on Thursday will be an indication of inflation in the US with the March CPI number.

e On Friday, the US quarterly earnings season kicks off with statements from the financial sector - JPMorgan,
Morgan Stanley, Wells Fargo, and BlackRock.

If you have questions about financial markets, or our investment services, please
contact the Marketing team:

marketing.hwam@handelsbanken.co.uk

Important Information

Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the
conduct of investment and protection business, and is a wholly-owned subsidiary of Handelsbanken plc. For further information on
our investment services go to wealthandasset.handelsbanken.co.uk/important-information. Tax advice which does not contain any
investment element is not regulated by the FCA. Professional advice should be taken before any course of action is pursued.

¢ Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandasset.handelsbanken.co.uk

e Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/
important-information

e |earn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

e Understand more about the language and terminology used in the financial services industry and our own publications through
our Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a
definitive analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any
of the investments mentioned. The value of any investment and income from it is not guaranteed and can fall as well as rise, so
your capital is at risk.

We manage our investment strategies in accordance with pre-defined risk objectives, which vary depending on the strategy’s
risk profile.

Portfolios may include individual investments in structured products, foreign currencies and funds (including funds not regulated
by the FCA) which may individually have a relatively high risk profile. The portfolios may specifically include hedge funds, property
funds, private equity funds and other funds which may have limited liquidity. Changes in exchange rates between currencies can
cause investments of income to go down or up.

This document has been issued by Handelsbanken Wealth & Asset Management Limited. For Handelsbanken Multi Asset Funds,
the Authorised Corporate Director is Handelsbanken ACD Limited, which is a wholly-owned subsidiary of Handelsbanken Wealth
& Asset Management, and is authorised and regulated by the Financial Conduct Authority (FCA). The Registrar and Depositary is
The Bank of New York Mellon (International) Limited, which is authorised by the Prudential Regulation Authority and regulated by
the FCA. The Investment Manager is Handelsbanken Wealth & Asset Management Limited, which is authorised and regulated by
the FCA.

Before investing in a Handelsbanken Multi Asset Fund you should read the Key Investor Information Document (KIID) as it contains
important information regarding the fund including charges and specific risk warnings. The Prospectus, Key Investor Information
Document, current prices and latest report and accounts are available from the following website: wealthandasset.handelsbanken.
co.uk/fund-information/fund-information/, or you can request these from Handelsbanken Wealth & Asset Management Limited or
Handelsbanken ACD Limited: 77 Mount Ephraim, Tunbridge Wells, Kent, TN4 8BS or by telephone on +44 01892 701803.

Registered Head Office: No.1 Kingsway, London WC2B 6AN. Registered in England No: 4132340 wealthandasset.handelsbanken.co.uk
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