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Overview

« The extent of tariffs imposed surpassed most market expectations in scale and scope.

» Tariffs will lead to slower growth, higher prices and lower corporate margins.

« However, we see today's US tariff policy as a man-made disaster which can be reversed.
« Fedis likely to cut rates as long as inflation expectations are well-anchored; watch FOMC meeting on 7 May.
« Countries adversely impacted by US tariffs can step up stimulus as an offset; watch EU response on @ April.
«  We iterate that TH 2025 will be challenging, with 2H 2025 likely to improve on tax cuts and deregulations.

»  Most of the drawdown is likely behind us as it is already reflecting a sell-off similar to deep recessions.

» Risk-averse investors looking to reduce risk could trim equity exposure into a counter-trend rally.

- Participate with structured products for downside buffer; Bonds, gold, and Alternatives to stabilise portfolios.
+ Risk-tolerant long-term investors with significant cash should look to build positions in this market dislocation.

ClIO insights: What to do after the sell-off

The extent of the tariffs imposed surpassed most
market expectations in scale and in scope based on a
highly bizarre methodology. The weighted average
tariff rate is now roughly 24%, rivals that in the 1930s,
and is the highest ever at 2% of GDP. If the
announced tariffs are implemented as planned, they
will result in significantly slower growth, higher prices
and lower corporate profit margins as tariffs are in
effect tax hikes. Further tit-for-tat retaliation, as in
the case of China, will only compound the vicious
cycle.

As of writing, the S&P 500 just avoided trading into
bear market territory (i.e.,, >=20% drawdown from
peak). A recessionary market sell-off averages 30%,
which suggests that most of the drawdown is
probably behind us. While it is tempting to get
increasingly bearish at this stage, it is crucial to
consider the following factors:

Tariff policy is a reversible man-made disaster:

President Trump simply needs to score a win here and
if some form of negotiation would lower tariffs, the
worst fears of this trade war can be mitigated.
Despite his tough talk, a plummeting market will
weaken the President's bargaining power and
resolve. There are already some plans to limit the
President powers on trade after the carnage
unleased by the President's policies.

1H 2025 will be challenging, 2H 2025 should improve:

In our TH 2025 investment outlook earlier in the year,
we alerted that markets could be challenging in the
first half but improve in the second half, as President
Trump has wide-ranging powers over matters such as
trade and immigration policies which could be
negative to the markets. The better part of President
Trump's agenda, lower taxes and deregulations, will
only arrive in the second half.

Fed is likely to cut interest rates to support growth:

With a falling market and slowing economy, the Fed
is likely to cut rates to support growth. Tariffs will
lead to a one-off relative price shock but should not
lead to a sustained increase in inflation. As long as
inflation expectations remain well-anchored, the Fed
should be able to cut rates from the current 4.5%
level. The next FOMC meeting will be held on 7 May.
Though currently unwilling to cut rates, the Fed could
change their mind soon if the loss of income and
wealth is too much pain to take. When the Fed
panics, markets should stop panicking.

Countries will counteract by stepping up stimulus:

Countries which are adversely impacted by the US
tariffs will need to step up policy stimulus as an
offset. In this vein, China and the European Union
could respond more decisively. 9 April will key to
watch as it is the earliest expected day the European
Commission could approve and announce retaliatory
tariffs.
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Investment strategy Figure 2: S&P 500 can climb after sharp corrections
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Figure 5: Covid sell-off and recovery
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Use structured products, bonds and alternatives

Against a backdrop of heightened market volatility,
structured products will likely be attractively priced,
especially for those looking to buy at lower levels.
While we see a market bottom in the near term, it is
unlikely that the market will surpass its record high
any time soon (Fig. 6). This is because institutional
investors have not fully derisked (Fig. 7). Defensive
plays including REITs, Utilities, Consumer Staples and
Health Care will likely hold up better as investors seek
shelter from a protracted trade war.

Credits have been sold off amid spread widening; it is
an opportune time to consider buying some of these
bonds especially if the Fed steps in. We remain
constructive on Gold as a haven asset. Global central
banks will continue to diversify out of their USD-
denominated reserve assets into Gold. We also
maintain our view that alternative investments serve
as portfolio stabilisers which help to limit volatility.
Overall, investors should stay diversified to manage
risks while positioning for the next leg higher (Fig. 8).

Figure 6: S&P 500 key technical levels to watch
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Figure 7: Institutions still yet to fully derisk

S&P 500 INDEX

5000 -

5000,
4000 -
3000 -
2000 -
225~ - 110

i - 90
175~ r
1A25:ﬂrl\ /fw j\/ " 70
0757 ! L, /A - 30
0.25 ,‘ Retail positioning, Ihs

2018 2019 2020

Source: Bloomberg, UOB Private Bank.

2021 2022 2023 2024

Figure 8: Tracking 97 years of S&P 500 returns
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Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB") makes no
representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including
any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any
particular purpose. Any opinions or predictions reflect the writer's views as at the date of this document and may be subject to
change without notice.

The information contained in this document, including any data, projections and underlying assumptions, are based on
certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the
date of publication, all of which are subject to change at any time without notice. Past performance figures are not indicative
of future results.

Not an offer or solicitation to any particular person

This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.
Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate
advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or
particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether
any product mentioned is suitable for you.

Risks

An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,
liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in
leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other
advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate
adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if
applicable, the prospectus or constituting document of the investment product.

Valuation

Product valuations in this document are only indicative and do not represent the terms on which new products may be entered
into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.
These valuations may vary significantly from those available from other sources as different parties may use different assumptions,
risks and methods.

No liability

To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or
damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,
prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document
including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,
acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also
have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial
services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications
or documents expressing views which are different from those stated in this document and all views expressed in all reports,
publications and documents are subject to change without notice.

Others

Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to
effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts
as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore
Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO") and its subsidiarity legislation) ("Professional Investors”). Shares
or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the "CWUMPQO") or
which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of
Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession



for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests
in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely
to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests
in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to
Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any
person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited
This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated
in whole or in part without UOB's prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the
English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 1935000267
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in
Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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