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Key Takeaways:

e Supreme Court strikes down Trump using IEEPA for tariffs.

o Decision was split 6-3.

o Majority of tariffs are constitutional.

e Therulingjust clarifies how tariffs can be used.

e Tariffs are here to stay.

Breaking Down Supreme Court Ruling on Tariffs

Last Friday, the Supreme Court ruled
against President Trump’s use of the
International Emergency Economic
Powers Act (IEEPA) to impose tariffs.
The ruling was not a surprise as
betting markets (e.g., Polymarket,
Kalshi) had a 70-80% probability of
this ruling. We admit, at this point,
there are many questions. Especially
around the potential unwind of the
tariffs already collected and what
President Trump will do next. In this
weekly insights we offer what we
know now and what we anticipate to
occur due to the court’s decision.

o Not unanimous: Three justices
dissented (l.e., Thomas, Alito and
Kavanaugh). A lack of unison
means there is not a clear
intepretation to using IEEPA for
tariffs and composition changes to
the Court could impact how IEEPA
may be used in the future.

e Allows use of tariffs: While the
Court ruled against using IEEPA to
impose tariffs, they did not declare
tariffs unconstitutional. Instead
their ruling offered clarity on how
administrations can use tariffs and
under what sections in the trade
statute they are constitutional.
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e Many tariffs remain in place:
According to U.S. Customs and
Border Protection the use of IEEPA
to institute tariffs makes up ~35%
of the total tariffs (in 2025). The rest
of the tariffs collected come from
using Section 201, 232 and 301
which remain in place.

e Refunds due but unclear. The
Supreme Court did clarify
refunding tariffs that have been
collected. In fact, Kavanaugh
criticized how difficult and time
consuming this process can be.
Lawsuits are likely and companies
due a refund will have to weigh the
cost of litigation against reclaiming
the tariffs. We expect refunds but
the process will take time.

® Global tariff rate. Using section
122, the President announced a
10% global tariff rate in response to
the ruling and then raised it to 15%.
This allows the temporarily (up to
150 days) use of tariffs to address
trade imbalances.

e Fight begins: President Trump
knew this outcome was a
possibility and has been actively
seeking back up plans. He has
other options but they are not as
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immediate as using IEEPA. Under
section 301 tariffs are allowed
against countries with unfair trade
practices. Section 232 allows
industry specific tariffs for national
security. Using these sections
involve investigations and hearings
and Trump has likely already begun
the process while he used IEEPA to
collect revenue.

The Bottom Line:

Regardless of the Supreme Court’s
ruling, tariffs are here to stay. They
were a campaign promise and major
source of revenue and we expect
Trump to deliver. Some countries
may see temporary relief (e.g. UK,
Japan, Korea) and we expect some
reworking of deals with negotiations
continuing. It is important to
understand that the ruling did not
overturn tariffs. It simply offered
clarity on how they can be used and
be constitutional. We think Trump’s
plan B will bring in almost as much
revenue as using IEEPA for tariffs so
near term inflation is still a risk. We
will continue to monitor the court
battles, inflation and economic risk
and update portfolios if necessary.
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Weekly Economic Recap -

Economy weaker; inflation accelerates Key Ta keaanS:

The NAHB Housing Market Index came in at a ¢ Fedprepares for potential hikes.

five month low in February. The weakness o U.S. economic growth weaker than anticipated.
came from builder sentiment on the future ° Inflation proves problematic for Fed.

and prospective buyers’ traffic. e  Global equities rally as investors rotate to tech.

The preliminary reading on December durable . Bond investors grow concerned about inflation data.
goods orders showed that orders declined. . Commodities rally on oil as Iran tensions increase.
The drop was due to orders of nondefense

aircraft. When excluding those orders, core

goods orders rose, led by orders of computers
and electronics. Weekly Market Recap -

Global Equities Rally as Tech Rebounds
Both housing starts and building permits

came in better than expected in December. Equities: The MSCI AC World Index posted its best one week gain in six
Housing starts rose to a five month high while weeks as tech rebounded and the Supreme Court ruling down of some of
permits rose to a nine month high. Both starts Trump’s tariffs overshadowed disappointing economic data. Investors
and permits saw the most gains in multi family rotated back to beaten down tech stocks as a weaker than expected U.S.
housing projects. GDP report renewed optimism for rate cuts. The Nasdaqg and Russell 1000

Growth the best performing U.S. Indi for th k.
The FOMC Minutes from their January meeting rowth were the best periorming ndicestorthe wee

suggested that committee members are more Fixed Income: The Bloomberg Aggregate Index declined for the first time in
concerned about the elevated levels of five weeks as investors focused on the hotter than expected inflation data.
inflation than they are about the labor market. Treasuries underperformed investment grade, EM and high yield bonds.

Some members are willing to keep the door
open for potential rate hikes this year if
inflation does not get closer to their target.

Commodities/FX: The Bloomberg Commaodity Index rallied for the first time
in three weeks led by energy. Crude oil prices rose to a six month high as
U.S. tensions with Iran accelerated. Grains rallied, led by wheat due to
The U.S. trade deficit ended 2025 at ~$900
billion (imports exceeded exports), the third
year out of the past four where the trade
deifict was above $900 billion.

Quarterly Contribution to U.S. GDP
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The first reading on 4Q25 showed the the U.S. 4.00%

economy grew less than expected (+1.4% vs. * L 2 -
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2.8% est.). The weakness was led by 2.00% - l l l l .
government spending which dropped the most 0.00% —] ] — —
since 3Q20. Personal consumption grew but 2.00% o
was the weakest since 1Q25.

-4.00%
The Fed’s preferred inflation gauge (PCE Core -6.00%
YoY) rose more than expected in December. 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25
On an annual basis, prices are growing 3.0%
(YOY) Compared t0 2.8% (YOY) in November. H Personal Consumption Gross Private Domestic Investment

Government Spending W Net Exportts

@ GDP Change % (QoQ ann)

Footnotes: Data is as of 4Q25.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.

adverse weather effects (dry conditions in key wheat producing regions).
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Global Equities Rally as Tech Recovers

Current 1WK 1MO 3MO 1YR YTD Current 1WK 1MO 3MO 1YR YTD
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E’\(AUBS[E;])dS 5.7% 0.1% 1.7% 2.1% 11.0% 1.4% U.S. Doll 98 0.9% 0.9% 2.4% 8.1% 0.5%
MUniCipa' 0, 0, 0 0, 0/ 0/ 0, 0 0/ 0,
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Footnotes: Data is as of February 20, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Disclaimer:
© 2026 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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