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Key Takeaways:

Tariff extension deadline upon us.

U.S. bringing in solid revenue.

Some good deals have been reached for American companies.

NAFTA countries unlikely to see agreement before August 1.

e Watching July 31°t higher court ruling on Trump’s tariffs.

Tariff Day is Upon Us....Again!

This Friday is the trade deal deadline
outlined by the Trump Adminstration.
While progress was initially slow, we
have seen a flurry of activity over the
past week. In addition, with the S&P
500 closing atits 13th record high this
year, investors do not seem
concerned about tariffs. Instead they
are focusing on the Fed and earnings
season. Given the timeliness of the
tariff topic, we used this weekly to
offer an update on trade deals.

® Look at the numbers. Total U.S.
trade (exports and imports) was
~$7 trillion at the end of 2024.
Imports alone ($4.1 trillion) make
up ~14% of GDP. One of Trump’s
goals is to increase revenue. As of
July 25, the U.S. has collected over
$120 billion in tariff revenue year to
date. This is up from ~$50 billion at
the same time in 2024.

o What we know: Some deals
announced have been agreed upon
as a framework. The main
countries worth noting that have
deals include Japan, UK, EU,
Indonesia, Philippines and
Vietnam. The U.S. agreed to a 15%
baseline tariff with Japan and the
EU that seems to be a framework
for other key trading partners.
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o NAFTA countries: Trade talks with
Canada and Mexico have stalled.
Both countries currently benefit
from the tariff suspension on
USMCA compliant goods." If no
deals are made, Canada imports
could be tariffed at 35% and
Mexico at 30% (up from 25%).

e European Union and Japan: The
U.S. and the EU and Japan have
agreed upon a 15% baseline tariff.
This is lower than the original
threatened tariffs (between 20-
30%). While certain sectors are still
being negotiated (e.g., wine, steel,
aluminum), this is a positive step in
leveling the playing field with trade.
In addition, Japan and the EU have
commited to long term investment
inthe U.S.

e China: The U.S. and China have a
temporary agreement through
August 12, There is a meeting set
early this week and if nothing is
agreed upon by the new deadline,
the trade war can escalate with
tariffs increasing sharply. The U.S.
has larger goals with China which
include access to rare earth
materials, intellectual property
protection and better oversight into
chip exports (among other items).
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e India talks stall: India is a crucial
trading partner in the region as it
has been considered an alternative
to China in terms of supply chains,
securitiy and technology. Both
sides are sticking to initial
demands surrounding reducing
tariffs and barriers to entry.

The Bottom Line:

Businesses continue to make note of
tariff related impacts in earnings
reports, but the direct impact has
been muted thus far. We think
progress will continue to be made on
trade and the average tariff rate may
be settled around 15-20% (up from 2-
3% prior to Liberation Day). Equities
have phased out the tariff threat and
instead have been focused on the
strong start to 2Q25 earnings season.
We believe the trade deals settled on
thus far can benefit American
companies in the long run. However,
in the near-term tariffs threaten
margins, potentially inflation and
elevated multiples. The next biggest
test for tariffs will be the July 31
ruling from the Federal circuit court
that will either allow Trump’s use of
IEEPA to institute tariffs or decide it is
outside his Presidential authority.?
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Weekly Economic Recap -
Housing Data Showing Improvement in Supply

The Leading Economic Indicators Index
declined 0.3% in June. Low consumer
expectations, weak new manufacturing
orders, and a third consecutive month of rising
claims for unemployment offset higher stock
prices (the main support for the index).

Sales of previously owned homes fell 2.7% in
June to a seasonally adjusted annual rate of
3.93 million. Elevated mortgage rates
(between 6.8% - 7.0% during the period) have
pushed buyers to the sidelines. Supply grew
further in June to 1.53 million units, a 15.9%
year-over-year growth.

Sales of new homes remained weak in June as
homebulders struggle to offset high prices and
elevated mortgage rates with sales incentives.
Contract signings increased to an annualized
rate of 627K (vs. 659K est.). The supply of new
homes increased to the highest level since
2007 (511K), while the median sales price fell
2.9% over the past year to ~$402K.

U.S. business activity expanded at the fastest
rate this year in July according to S&P Global,
driven by services. The service activity gauge
advanced to the highest level this year and
more than offset the the slowdown in
manufacturing, which fell into contraction for
the first time since December. Prices paid
continued to tick higher. Prices received also
edged higher as companies pass costs on to
consumers.

The European Central Bank (ECB) kept rates
unchanged (at 2%) for the first time in more
than a year at their most recent policy
meeting. The decision comes after inflation in
the region hit 2% and trade negotiations with
the U.S. remain uncertain. "We are in a good
place because inflation is at 2%", said
President Christine Lagarde.
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Key Takeaways:

° Leading economic indicators continue to deteriorate.

° Home sales turn lower amid elevated mortgage rates.

° Service activity climbs, offsetting drop in manufacturing.
° Global equities rally as investors cheer trade deals.

° Bond yields fall on U.S. trade announcements.

° Commodities lower driven by weakness in energy prices.

Weekly Market Recap -

Global Equities Surge as Investors Welcome Trade Deals

Equities: The MSCI AC World Index was higher for the fourth time in the last
five weeks as investors welcomed fresh trade deals. All major U.S.
averages were higher. The S&P 500 notched five consecutive days of
record closes for the week supported by the trade news and better-than-
expected 2Q25 earnings. Equities in Japan were sharply higher after the
trade deal announcement with the U.S.

Fixed Income: The Bloomberg Aggregate Index was higher for the first time
in three weeks as bond yields fell after positive trade deal annoucements
and positive Fed independence headlines (bond yields and prices have an
inverse relationship). Long-term yields fell the most on the news. All
sectors of fixed income were higher, with the exception of U.S. TIPS.

Commodities/FX: The Bloomberg Commodity Index was lower for the first
time in four weeks driven by energy price weakness. Natural gas prices fell
the most since January as supplies increased. Crude oil prices were also
lower as investors remained cautious on the demand outlook.
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Footnotes: Data is as of June 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Tariff Optimism and Strong Earnings Boost Risk Appetite
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Footnotes: Data is as of July 25, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

! USMCA stands for United States, Mexico, Canada agreement.
2 IEEPA stands for International Emergency Economic Powers Act.

I Peter McGratty | Director

pmcgratty@ria.plus VERDENCE /R|A+

Past performance is not indicative of future returns.



- 4 Weekly Investment Insights

Disclaimer:

© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

Verdence relies heavily on unaudited third-party data. Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings,
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading. No implication shall be created that the
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement
of any material or statements made. Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater. Where shown,
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager. We have no insight into the performance of the
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate. Therefore, the performance could be incorrect, overstated
or not reflective of actual trading of client funds. There is the potential that the performance shown is a back test and not the result of real investment advice and trading. As such, it
could not be relied upon as indicative of future returns of a particular strategy. Where performance shown is that of a pooled account, limited partnership or private equity fund, you
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in. As a result pricing and valuation of the
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon. Before
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client. You should read, as
applicable, the Prospectus, SAl, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to invest in these
products. Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its
respective representatives to provide any advisory services described on the Site.
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