Tarifts, Trade, and Turbulence

Decoding the Economic Impact of Liberation Day
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The economic and financial

~_ impact of the Liberation Day
.tar'iffs remains uncertain. While
financial markets have largely
recovered from steep losses

in mid-April, much uncertainty
remains for the US economy
and its consumers. The Federal
Reserve may find its inflation
fight reigniting as tariffs likely
lead to higher consumer prices.'
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Consumer sentiment in the US has fallen to near historic
lows in April possibly indicating growing pessimism about
the economic outlook.? In April, the University of Michigan
Consumer Sentiment Index fell to its second-lowest reading
on record.® Meanwhile, US producer prices turned negative
in April indicating that profit margins may be declining. Some
retailers are signaling that they plan to raise prices in the
future.* With most reciprocal tariffs currently suspended, US
consumers may have to wait until the summer to feel the full
force of tariff-induced price increases.

Major US trade partners like Canada, Mexico, Japan, the
United Kingdom and South Korea have already secured
tariff reductions or suspensions as the US government
engages in trade-deal discussions.® China and the US
agreed to rescind their retaliatory tariffs by 115% each and
suspend most tariffs for ninety days.® In general, the US is
willing to cut deals with trade partners. However, there are
signals that the current administration in the US is unlikely to
relent on some specific sector and technology tariffs.

Figure 1

For example, the auto industry may find itself in the
crosshairs of the trade wars when it comes to auto imports
even from close trade-partners Canada and Mexico. Steel
and aluminum imports made or processed outside of the US
or the US-Mexico-Canada Agreement (formerly NAFTA now
renamed and renegotiated as USMCA) may also remain
targets of protectionist policy.”

“Liberation Day”

marked the rollout of a sweeping tariff package aimed
at reducing reliance on foreign supply chains—
especially from China—and boosting domestic
manufacturing. The Trump Administration framed the
move as a step toward economic sovereignty, using

the term “Liberation Day” to symbolize freedom from
what it views as decades of harmful globalization.

Current US Tariff Rates on Canada, Mexico, and China

Autos — — Other Imports —
CANADA 25% 25% 25%
on non-US content on steel/aluminum (excludes derivative articles melted on Non-USMCA goods;
* (52.5% non-USMCA and poured/cast and smelted in the US) 50% on 10% on energy and potash
: compliant) non-USMCA compliant imports
MEXICO 257% 257% 257%
on non-US content on steel/aluminum (excludes derivative articles melted on Non-USMCA
7 (52.5% non-USMCA and poured/cast and smelted in the US) 50% on goods
® compliant) non-USMCA compliant imports
CHINA 47.5% 50% 30%
" on all other goods
REST OF o o (V)
WORLD 25% 25% 10%
(excluding China tariff on imports from
Canada all countries except
and Mexico) Canada and Mexico

Source: Brookings, J.P. Meltzer, “The Impact of US Tariffs on North American Auto Manufacturing and Implications for USMCA,” May 13, 2025.
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Signals from various automakers are mixed. For example,
Hyundai is maintaining its current prices until mid-summer,
while Ford and Stellantis NV have been offering deals
in an attempt to secure sales.® While it is too soon to say
definitively that auto prices will rise as much as tariff levels
indicate, new car prices rose 2.5% in April according to Cox
Automotive Kelley Blue Book data.® This monthly price gain
is the second highest price jump in a decade.

For more information on the
new administration’s potential
impact on private infrastructure
investments, to get inside
Warren Buffett’s playbook, or
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the links here to learn more.

MEKETACAPITAL.COM

For Financial Professional Use only. Not for Public Distribution.

With consumer sentiment falling and economic signals
mixed, the Federal Reserve may find it challenging to
discern what price signals could indicate recession or higher
inflation going forward. Or, perhaps in the worst case, prices
rise even as economic growth stalls — a rare economic
Powell said
recently, “We may be entering a period of more frequent
and potentially more persistent supply shocks — a difficult
challenge for the economy and for central banks.”'?

environment commonly called stagflation.™
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Important Information

Past performance is no guarantee of future results, and

the opinions presented cannot be viewed as an indicator

of future performance. Private market investments are
complex, speculative investment vehicles and are not
suitable for all investors. An investment in a private market
investment entails a high degree of risk and no assurance
can be given that any private market investment objectives
will be achieved or that investors will receive a return of their
capital.

We assume no responsibility for any losses, whether direct,
indirect, special, or consequential, which arise out of the
use of this article. All investments involve risk. There can
be no guarantee that the strategies, tactics, and methods
discussed in this document will be successful.

Data contained in this document may be obtained from

a variety of sources and may be subject to change.

We disclaim any and all liability for such data, including
without limitation, any express or implied representations
or warranties for information or errors contained in, or
omissions from, the information. \We shall not be liable

for any loss or liability suffered by you resulting from the
provision to you of such data or your use or reliance in any
way thereon.

This document is for general information and educational
purposes only and must not be considered investment
advice or a recommendation that the reader is to engage
in, or refrain from taking, a particular investment-related
course of action. Any such advice or recommendation must
be tailored to your situation and objectives. You should
consult all available information, investment, legal, tax,
and accounting professionals, before making or executing
any investment strategy. You must exercise your own
independent judgment when making any investment
decision.

Nothing in this document should be interpreted to state

or imply that past results are an indication of future
performance. Investing involves substantial risk. It is highly
unlikely that the past will repeat itself. Selecting an advisor,
fund, or strategy based solely on past returns is a poor
investment strategy.

All information contained in this document is provided “as
is,” without any representations or warranties of any kind.
We disclaim all express and implied warranties including

those with respect to accuracy, completeness, timeliness,
or fitness for a particular purpose.

Meketa Capital is an investment advisor registered with
the US Securities and Exchange Commission. Additional
information about Meketa Capital LLC is available at
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