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Tarifts are dead, long live taritfs

27 February 2026, 08:41 UTC, written by Michael Bolliger

The US Supreme Court’s decision restricts the president’s room for maneuver on trade policy and is likely
to reduce the risk of abruptly imposed, broad-based tariffs. The initial market reaction was positive, but a
fundamental departure from US protectionism appears unlikely. Nevertheless, in our view, the decision will
have positive effects on markets, especially for equities in Asia and Europe.

The Supreme Court’s recent decision on US trade policy marks a significant turning point in the handling of presidential
powers. With its ruling, the Court clarified that the International Emergency Economic Powers Act (IEEPA) does not provide
sufficient legal grounds for the president to impose far-reaching tariffs.

The initial market reaction was positive; equity markets rose slightly, with consumer-related sectors benefiting in particular.
At the same time, yields on long-term US Treasuries increased slightly and the US dollar depreciated marginally, which can
be interpreted as a sign of higher long-term fiscal risks.

Substantively, however, the ruling does not necessarily mean a fundamental departure from protectionist US trade policy.
The US administration has already indicated that it will reimpose tariffs using alternative, more narrowly defined legal
instruments. According to estimates, the removal of IEEPA tariffs would lower the average US tariff rate, but a subsequent
reintroduction—such as through Section 122 of the Trade Act—would likely bring it back to nearly its previous level.
Therefore, in our view, the effective decline in tariff levels is likely to remain limited.

In the short term, however, we still see positive impulses for the US economy, especially if refunds of tariffs already paid
are issued. Similar to a fiscal stimulus, this could support the private sector. Companies that filed lawsuits early—such as
importers in retail or consumer goods—would likely be particularly well positioned.
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It also remains unclear how the decision will affect existing trade agreements, including the memorandum of
understanding between Switzerland and the US. Although this ruling removes an important legal basis, it is conceivable
that negotiations will continue for political reasons.

Our conclusions? We would highlight three points:

First, one of the most important insights from the decision is that institutional checks and balances in the US are
functioning. This should also reduce the risk of abruptly imposed, broad-based tariffs. For equity markets and consumer-
oriented sectors, this is fundamentally positive and, in this sense, the decision strengthens our constructive view on equity
investments, which are currently also benefiting from expansionary monetary and fiscal policy and robust earnings growth.

Second, trade policy uncertainty is likely to persist, as alternative tariff instruments remain available and may be used
selectively. Over the past year, the global economy has suffered not only from the tariffs themselves but also from ongoing
uncertainty regarding their timing, scope, and the goods and countries affected. A similar back-and-forth—should it occur
—could, in our view, again lead to negative market sentiment. It should also be noted that the decision could negatively
affect the US fiscal balance and increase the risks of further US dollar weakness.

Third, against this backdrop, it should continue to be worthwhile for investors to invest in equities and to increasingly seek
opportunities in European and Asian equity markets. And to mitigate the impact of a possible renewed escalation in the
trade dispute, we believe it is more attractive to invest in gold, hedge funds, and/or high-quality bonds rather than holding
a large cash allocation. The latter comes with high opportunity costs in the current low interest rate environment, especially
in Switzerland. In addition, the targeted use of structured strategies can also be worthwhile to specifically reduce risks.
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Disclaimer

Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material Disclaimer .

This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS
AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of
this section.

This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer

or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security,
investment instrument, or product, and does not recommend any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be
suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject
to legal restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted
basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any
person to whom it is unlawful to make such offer, solicitation, or sale.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current
the information contained herein. The views and opinions expressed in this material by third parties are not those of
UBS. Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages
arising from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects
or elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly
stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance
figures may not be based on complete 12-month periods which may reduce their comparability and significance. Historical
performance is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This
document may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the
extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any
liability, responsibility or duty of care for any consequences, including any loss or damage, of you or anyone else acting, or
refraining to act, in reliance on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland
AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by
informing your Relationship Manager.

Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.

© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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