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IN FOCUS:

The risk-on trade continues on the backs of strong economic data and a solid corporate earnings season,
despite the uncertainty surrounding policies of a new administration. The promise of sweeping tax cuts and a
reduction of regulatory hurdles that comes with a Republican-controlled congress are supporting investor confidence.
But some of the policies, such as wide spread tariffs and crackdowns on immigration could run counter-productive to
the goal of future growth and prosperity. A trade war following decades of globalization puts many U.S. corporations
at risk of a profits squeeze. Another example is the intention to use tariff revenues to fund massive tax cuts. The
administration is also pushing for lower interest rates and a weaker dollar which is inflationary in that it makes imports
more expensive. Not unlike his first term, Trump is very intent on raising equity prices, so any pull back in the markets
in direct response to policy moves would likely limit follow-through. Keep in mind, the economy is different today
than it was during Trump 1.0 when there was slack in the economy to absorb growth without it overheating. The bond
market is now more sensitive to a growing budget deficit - and yields could move higher given the new spending policy
agenda. Inflationary pressures are relatively higher as well.

The U.S. dollar rose sharply off September lows, sparked by better-than-expected economic data and a
Republican election victory. It has since retreated to $106 from its January high of $109.9 on rising budget deficit
concerns and sticky inflation data. Our outlook for the U.S. dollar is for continued volatility given the uncertain
direction and pace of both inflation and interest rate levels. Additionally, several of Trump’s policy promises that will
most likely impact on the dollar significantly have yet to be fully defined, creating uncertainty. While he has made his

appeal to the Fed to lower interest rates, the
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independent Fed hit pause on lowering its key rate Tariff Announcements

given sticky inflation and job market strength.
Uncertainty with regards to trade policy tends to
strengthen the dollar, as we witnessed during his first
administration. A trade war ensued and the dollar || announcement windows, % vs. USD*
appreciated 10%. This past week 10% tariffs were [ "
imposed on targeted exports from China. They were || 10% -
met with retaliatory levies targeted at goods imported 5% #2019 tariffs
from the U.S. However, a quick look back at Trump
1.0 shows us that a weaker dollar from tariffs is not
guaranteed.

Maximum appreciation or depreciation around tariff

President Trump has long advocated for a
weaker dollar. The current administration’s view is
that a weaker dollar makes the price of imported
goods into the U.S. more expensive and lowers the
cost of its exports, makjng them more competitive DXY TWD CAD JPY CHF EUR CNY GBP IDR AUD MXN INR CLP COP ZAR BRL
globally. It can be argued that the U.S. dollar is
overvalued at current ICVCIS - but ther.e arce .Other compares the USD vs. currencies of major U.S. trading partners. The columns show
forces at play here. Interest rates are relatlvely hlgh as maximum appreciation from trough to peak or depreciation from peak to trough
the Fed is yet to unwind its restrictive poh'cy' Another during the tariff announcement windows. The dales used for the tarifi

factor supporting a higher dollar is the fact that it announcement windowes are January 22, 2018 to December 1, 2018 and May 10, 2019

. s to December 13, 2019.
remains the world’s preferred reserve currency.

Source: FactSel, J.P. Morgan Assel Management. *Excluding DXY indexwhich




A $4 trillion dollar tax cut agenda is adding to already existing concern over the nation’s growing budget
deficit. Tax cuts when considered in isolation could boost growth by putting more money in consumer pockets.
However, weakening public finances created by a subsequent swelling budget deficit puts downward pressure on the
dollar. The potential for inflation to stay higher for longer alongside bloated deficits is bearish for the dollar.

There is much debate surrounding the potential impact on inflation from higher tariffs. Recent tariff pressures,
have varied widely, from universal tariffs to country specific threats. The level of tariffs on each has also been a moving
target. It is true that 25% tariffs on Mexico

T'ariffs Triggered Inflation and Cananda have been paused for 30
in Targeted U.5. Goods days, but they are not off the table. Capital

Economics equates the size of the tariffs on
these 2 countries, which account for one
US.- third of U.S. imports, to a 10% universal
—— Tariffed Goods CPI (%YoY) tariff. They go on further to suggest that
--- Core Goods CPI (%YoY) the inflationary impact from this round of
tariffs as compared to ones imposed
during his first term would be greater.
This is because wage and inflationary
pressures are greater now than they were
6 in the late 2010s. In fact, in his first term,

U.S. output was operating at a level lower

Round two than its full capacity due to weak demand
which is deflationary. The market appears
to be pricing in a softer version of his
potential tariff rhetoric. Consumers are
already dissatisfied with the current level
of prices, so this leaves Trump with less

2016 2018 2020 2022 2024 room to maneuver in pursuit Of hlS

* Rebased to Feb 2018 = 100; sources: U.S. Bureau Of Labor Statistics, campaign promise of higher tariffs.
MRE Calculations

** Core excludes food & energy, source: U.S. Bureau of Labor Stafistics

*** Current GDP relative to potential GDP; source: Congressional Budget Office
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coming?

The politics surrounding tariffs however are often more consequential than the actual tariffs which may only
be a tool for negotiations. They are often met with retaliation by the targeted country and can develop into a trade
war. In fact, Canada, China, Europe, and Mexico are all on record stating their intensions to do just that. The wide
scope of these proposed tariffs could cause broad-based supply chain disruptions as businesses scramble to find new
suppliers. One doesn’t have to go back very far in history to remember the havoc supply chain disruptions can run on
price levels. The argument that tariffs encourage more domestic manufacturing and promote job growth applies more
genuinely to targeted tariffs. Broader based tariffs would require an enormous amount of infrastructure build and
sourcing to relocate manufacturing back into the U.S. As our trading partners retaliate, the U.S. economy is at risk of
weakening growth and higher inflation. The Federal Reserve may further delay additional interest rate cuts. Without a
credible strategy to reduce the Federal government deficit, investors may reconsider the outlook for the greenback in
coming months.
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The Dollar is Elevated

The cost and benefit of undocumented [wWwHEL-[TEaEERE Lat 1] ?
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Target deportations are already underway.
The current position of the America First
policy has broad implications on the cost
side. This includes concerns over spending
levels required for undocumented workers’
healthcare, education, and public services.
However, a study by Harvard University
economic policy professor, Jason Fermen
highlights the flip side that is the value these
same undocumented immigrants provide in
the way of labor contributions to agriculture
and construction industries, unremunerated
payments into social security, and stimulus
to the economy. He goes on to reference
preliminary findings from the National
Academy of Sciences that suggest that
“immigrants, including undocumented
ones, he says, tend to pay more in taxes than : : : : : : . : : :
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immigrants’  overall  federal  fiscal
contribution is positive.”
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An additional consideration often neglected is that the composition of our labor force is not solely based
upon immigration, but other factors such as an aging population and a declining birthrate. Immigration has
helped fill these gaps by absorbing jobs and paying taxes. This has worked to alleviate inflationary labor crunch
pressures. The aforementioned issues can have a profound impact on our economy for decades to come. Erratic policy
changes in any direction on these sensitive issues will likely exacerbate uncertainty within the economy and markets. A
more measured and analytical approach to immigration policy that takes into consideration all causes and effects on
our economy might be a more effective approach in managing our ever-evolving population and labor force.

Data releases as a whole continue to support economic growth and therefore bode well for continued market
strength. U.S. economic sentiment has been much weaker than actual economic activity since the pandemic, leading
to misplaced bearishness about the economic cycle among analysts. However, sentiment has improved meaningfully
and is now better aligned with economic reality according to many economists compared to recent years. Yarden:
Research highlights this point citing select sentiment gauges, which include business surveys, that show a revival in
animal spirits, which, if sustained, should contribute positively to growth. To date, the Fed has been successful in
harnessing inflation without causing a recession. We expect this to continue, barring any extreme policy initiatives. To
reiterate a comment we made earlier, stock market strength is very important to this administration, and sharp reactions
in the marketplace may limit follow-through of some initiatives.
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The opinions expressed in this commentary are those of Altman Investment Management, LLC as of the date appearing on this material only and are
subject to change. The material is based upon information we consider reliable, but we do not represent that it is accurate or complete and should be
relied upon as such. This document is intended for informational purposes, and the material presented does not take into account the particular investment
objectives, financial situation or needs of the individual client, and should not be viewed as an offer or endorsement of any particular investment. Certain
investments give rise to substantial risk and are not suitable for all investors. There is no guarantee that these views will come to pass. Any tax information
contained herein is general and for informational purposes only. Altman Investment Management, LLC does not provide legal or tax advice, and the
information contained herein should only be used in consultation with your legal, accounting and tax advisers.

Any performance reference represents a hypothetical composite compiled from actual equity, fixed income or balanced client portfolios and includes cash.
These three composites reflect aggregated returns that address differing objectives. As such, the performance of each composite does not reflect the
actual total portfolio returns earned by our clients. The investment performance records are compiled from a capital weighted average of the equity, bond
and cash components of a broadly representative group of discretionary accounts that meet certain minimum size thresholds.

No gross performance returns that are referenced that are calculated after brokerage commissions but before investment counsel fees are presented
without the comparable net performance figures after both commissions, investment counseling fees and other custodial charges. The net counseling fees
are the actual average counseling fee calculated across all the portfolios included in the composite. All performance figures are presented on a time-
weighted total return basis and assume all income is reinvested. The investment advisory fees are disclosed in Part II-A of the Investment Form ADV. Some
clients may benefit from available discounting in the management fee schedule associated with the overall size of the portfolio. Management fees will
reduce overall returns to the client.

The composites were created in 2001 and the inception dates start on August 17, 2001.The composites include only discretionary fee-paying accounts
managed in the strategies, and additional information associated with the composites are available such as: dispersion in individual portfolio results as
well as the % of the firms AUM in the strategy. All performance calculations are presented within the GIPS® guidelines of the CFA Institute. The CFA institute
does not endorse or promote this organization nor does it warrant the accuracy of the content herein.

Investing entails inherent risks and results may be altered by material market or economic conditions. Investment returns and principal values may
fluctuate, and losses are possible. Past results are not a guarantee of future comparable results or trends. Our process benchmark is the S&P 500 Index
with dividend reinvestment, and our performance benchmark is the Russell 1000 Value Index with dividends reinvestment.
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