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ClO sees a smaller chance for a “tariff shock” bear case, in which Trump imposes large, blanket tariffs on most US imports, triggering significant
retaliation from trading partners and pushing inflation higher. (UBS)

Trump 2.0 will likely usher in
renewed headline volatility

07 January 2025, 1:41 pm CET, written by UBS Editorial Team US Editorial Team

Global equities rose, Treasury yields fell, and the US dollar retreated over the past 24 hours after the
Washington Post reported Trump aides were considering universal tariffs “that would be applied to every
country, but only cover critical imports.” The report suggested that if implemented, the new approach would
"pare back the most sweeping element of Trump’s campaign plan.”

President-elect Trump quickly denied the story via social media, and criticized the Washington Post’s reporting. This helped
reverse some of the pressure on the dollar and Treasury yields, though equities remained well bid, and Asian stocks broadly
advanced on Tuesday even after Trump’s denial.

While it is uncertain how incoming tariff policy and negotiations will play out, we do see several clear takeaways for
investors:

The US negotiating stance will differ from the end outcome. President-elect Trump’s denial of the report is
unsurprising. He wants the threat of universal tariffs as credible leverage into bilateral trade negotiations, and taking
this off the table now would obviously limit his bargaining power. We view this report as an indication of the difference
between a bargaining position and policy goals. It's worth remembering Trump’s late November threat to impose tariffs
over non-trade issues, in which he confirmed a willingness to use tariffs as a transactional tool.

The Trump economic team understands its mandate, in our view. \While media criticism may see Trump dig in on his
pledge for harsher tariffs, we doubt the administration will pursue the kinds of extreme policies that would send inflation
higher, create major supply disruptions, or risk broader economic fallout. There is also a political calculation here, with
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the Republican House majority already extremely thin. A "shock therapy" approach could significantly harm Republican
chances in the 2026 midterms.

Trump 2.0 will likely usher in renewed headline volatility. The market whiplash from Monday’s tariffs agenda story
and denial may offer a taste of the trading year ahead, with a return to policymaking-by-tweet suggesting a new period
of heightened cross-asset volatility. The dollar move is less surprising, given over-crowded long positions. Still, big intraday
moves in other tariff-sensitive assets like the Hang Seng could be a preview on market conditions for global investors.

So, while tariffs talks are worth monitoring, we think a constructive stance is still warranted on both global equities and
on US stocks in particular. We expect the bull market to continue with the S&P 500 reaching 6,600 by the end of the
year, primarily driven by healthy profit growth of 9%.

Our base case remains for selective new tariffs under Trump 2.0, likely causing one-time price increases in the US without
triggering a more damaging inflationary spiral. We see a smaller chance for a “tariff shock” bear case, in which Trump
imposes large, blanket tariffs on most US imports, triggering significant retaliation from trading partners and pushing
inflation higher. We suggest investors who are underallocated to US equities consider using any near-term turbulence
to add exposure, including through structured strategies. We also see merit in diversifying with alternative investments,
including hedge funds and private markets.

Main contributors: Solita Marcelli, Mark Haefele, Kurt Reiman, Jon Gordon, Vincent Heaney, Daisy Tseng

Original report: Tariff threats should spark volatility, not panic, 7 January 2025.
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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


https://secure.ubs.com/public/api/v2/investment-content/documents/bQL35b6eLw_ZebAJNii4yg?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m

;a ; UB S For UBS marketing purposes

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
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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.
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