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Get Comfortable Being “Uncomfortable”
Market Volatility Will Likely Persist

The U.S. economy entered 2025 under a cloud of uncertainty. Key indicators paint a mixed picture: stock markets have been
choppy, inflation is cooling toward the Fed’s 2% target, and GDP growth unexpectedly weakened in the first quarter. At the same
time the labor market remains relatively tight, and consumer confidence has slumped. A cross current of factors is driving this
volatility. President Trump’s aggressive tariffs and trade tensions have agitated markets; the Federal Reserve has paused rate
hikes amid still-above-target inflation and geopolitical risks and supply-chain disruptions are adding pressure.

Trade and Tariffs: President Trump’s administration launched steep tariffs on goods across the world and announced plans for
wide-ranging import taxes which have been highly disruptive. Businesses continue to race to import products before new duties
take effect. The tariff announcements themselves roiled financial markets in early April: equity indexes dropped, the dollar fell,
and safe-haven assets like gold jumped to multi-decade highs. The result is likely to lead to higher costs for companies and
consumers. Fed officials explicitly warn that the tariff increases are likely to slow growth and raise inflation, at least temporarily.

Average Tariff Rate on All Imports, Historical Rates from 1890-2023 -
Projected Rate for 2024, Estimated Rate for 2025 Under Trump's Imposed Tariffs
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Source: Tax Foundation

Past performance is not indicative of future results



Monetary Policy: With inflation still above 2%, the Fed has held interest rates near 4.5%. In its March statement, the Fed noted
the economy was still expanding and unemployment low but admitted that uncertainty had risen, and inflation remained
“somewhat elevated.” This cautious stance means rates are expected to stay high until clearer signs of disinflation emerge.
Meanwhile, investors are positioning for eventual rate cuts if growth falters; futures markets currently imply a possibility of a
first cut by mid-2025. Thus, the Fed'’s policy stance is both a stabilizing force (preventing overheating) and a source of uncertainty
(markets are pricing future moves around weak data).
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“Dot-Plot”—Participants’ Assessments of Appropriate Monetary

FOMC Dot Plot
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Conditional Meeting Probabilities
200-225 225-250 250-275 275-300 300-325 325-350 350-375 375-400 400-425 425-450

0.00% 0.00% 0.00% 0.00% 1.00%  99.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 30.30%  69.40%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.20% 19.50%  55.30% 24.90%
0.00% 0.00% 0.00% 0.00% 0.00% 0.20% 16.00% 48.80% 30.50% 4.60%
0.00% 0.00% 0.00% 0.00% 0.10% 10.70% 37.70% 36.70% 13.30% 1.50%
0.00% 0.00% 0.00% 0.10% 7.50% 29.60% 37.00% 20.30% 5.10% 0.50%
0.00% 0.00% 0.00% 3.20% 16.80% 32.70% 30.00% 13.90% 3.10% 0.30%
0.00% 0.00% 1.50% 9.30% 24.00% 31.50% 22.70% 9.00% 1.80% 0.10%
0.00% 0.30% 3.30% 12.70%  25.70%  29.50%  19.60% 7.40% 1.50% 0.10%
0.10% 1.20% 6.00% 16.50% 26.80% 26.60%  16.00% 5.70% 1.10% 0.10%
0.30% 1.90% 7.50% 17.90% 26.80% 26.60% 16.00% 5.70% 1.10% 0.10%
0.50% 2.90% 9.30% 19.50%  26.50% 23.20% 12.90% 4.30% 0.80% 0.10%
0.60% 2.90% 9.40% 19.60% 26.40% 23.10% 12.80% 4.30% 0.80% 0.10%
0.50% 2.80% 9.10% 19.00% 26.00% 23.30% 13.40% 4.70% 1.00% 0.10%

Blue dots indicated median projection.
Red dots indicate effective rate implied by year-end FedFund future price.
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Supply-Chain Disruptions: The sudden surge in imports before tariffs is effectively a “self-imposed supply shock.” Firms
piled up inventories in Q1, meaning demand will likely drop later in the year. This unusually large inventory swing makes
it difficult to interpret economic signals — true demand may be softer than headline growth suggests. More broadly, the
threat of tariffs and other disruptions has prompted companies to rethink their supply chains, creating short-term
frictions in logistics and planning. Fortunately, most pandemic-era bottlenecks have eased, but new trade barriers have
introduced fresh uncertainty into global supply lines.

Geopolitical Tensions: First, the war in Ukraine continues to destabilize European energy markets and global food
supplies. Second, the aftermath of the Israel-Hamas conflict keeps oil prices in focus (although oil has declined recently
on trade-growth worries). Finally, long-term tensions over Taiwan’s independence remain a strategic global concern. Any
new geopolitical eruptions could quickly shock the markets. Beyond these specific conflicts, rising strategic competition
with China and shifts in U.S. defense spending all feed into economic uncertainty. In short, global geopolitics remains an
overhang on confidence and trade.

World Uncertainty Index for United States
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For now, the market and economic outlook remains mixed which led to a peak (February 19) to trough (April 8) market (S&P 500)
decline of 18.7%. While recent data suggests a slowdown may be coming, many underlying indicators remain resilient which has
led to a meaningful rebound in the S&P 500 Index of 11.8% from this recent market bottom through April 30th. The key question
is whether policymakers can navigate through these stresses without tipping the economy into recession.
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Disclosures

Past performance is not indicative of future results. This document was prepared without regard to the specific objectives,
financial situation, or needs of any particular person or entity who may receive it.

This analysis is for informational purposes only and is not intended to be an offer, solicitation, or recommendation with respect
to the purchase or sale of any security, nor a recommendation of services supplied by any investment organization and does not
include all factors that should be considered when choosing an investment advisor or strategy.

This presentation is not investment, legal, tax, or accounting advice. Investors should consult with their own professional
advisors for advice on any investment, legal, tax, or accounting issue(s).

While the information contained herein highlights important data, it does not purport to highlight all dimensions of risk. The
information provided herein is based on matters as they exist as of the date of preparation, or otherwise indicated throughout
the presentation, and not as of any future date, and will not be updated or otherwise revised to reflect information that
subsequently becomes available, or circumstances existing or changes occurring after the date hereof.

No representations are made as to the accuracy or completeness of the information set forth in these materials.

LCG reserves the right at any time and without notice to change, amend, or cease publishing the information. If this data is
reproduced, in whole or in part, in any form, the following reference language must be utilized or distribution of this data.

Index performance returns do not reflect any management fees, transaction costs, or expenses. Indices are unmanaged and
cannot be invested in directly. Current performance data may be higher or lower than actual data quoted. Performance for
periods greater than 1 year is annualized.

The World Uncertainty Index is a measure that tracks uncertainty across the globe by text mining the country reports of the
Economist Intelligence Unit. The index is available for 143 countries. The WUI is computed by counting the percent of word
“uncertain” (or its variant) in the Economist Intelligence Unit country reports. The WUI is then rescaled by multiplying by
1,000,000.
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