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Impact of Trump’s tarriffs

What a rollercoaster.

The tariff regime Donald Trump, as announced yesterday in the White House Rose Garden, ended weeks of
speculation on how the U.S. administration would attempt to address global trade imbalances. So what was
the result? President Trump announced that the U.S. will apply a minimum 10% tariff on all exporters to the
U.S. and slap additional duties on around 60 nations with the largest trade imbalances with the United States.
That includes substantially higher rates on some of the country’s biggest trading partners, such as China —
which now faces a 54% total tariff rate — the European Union (which faces an additional 20%) and Vietnam.
The baseline import taxes will take effect after midnight Saturday and the higher duties will kick in at 12:01
a.m. on April 9, according to senior administration officials who discussed details with Bloomberg ahead of
Trump’s announcement.

“For years, hard-working American citizens were forced to sit on the sidelines as other nations got rich and
powerful, much of it at our expense. But now it’s our turn to prosper,” Trump said® during his announcement.
It appears unclear as to what impact this may deliver, but we are watching if there will be to what degree all
these countries under attack will retaliate. Or maybe they shouldn’t, as Treasury Secretary Scott Bessent urged
them to in an interview with Bloomberg Television: “l wouldn’t try to retaliate. As long as you don’t retaliate
this is the high end of the number. As far as negotiations go — we’ll see,” adding later: “we’ll let things settle
for a while,” as “we’ll see where it goes from here.”

While we monitor closely, at the outset we believe it will neither improve the sentiment of U.S. consumers
and companies nor that of foreign companies or heads of states or governments. And late trading gave us an
indication of where it will take markets from here: S&P 500 futures sank over 3.5% while contracts on the
Nasdaq 100 slid 4.5%. Bonds climbed. Which suits Goldman’s latest recommendation? change: “We expect
growth downside to dominate, resulting in lower yields and a steeper curve this year. We have revised our
YE25 UST 2-year and 10-year yield forecasts to 3.30% and 4.00%.”

In normal market wisdom, we might have seen the worst now, volatility should abate and equities might
recover soon, as all the bad news is out now. The only question is: is it? Does anyone know what these monster
tariffs will do to global trade and corporate sales and earnings? And which processes are set in motion as a
result of these tariffs? And we’ll leave it there for today. More details to follow soon.

1. Source: The Financial Times, April 3, 2025.
2. Source: Goldman Sachs Research, April 2, 2025.
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Economic developments

Trade Policy

U.S. president Donald Trump announced a sweeping tariff plan based on what he calls “reciprocal tariffs.”?
Basically, all imports into the U.S. will be charged with 10% tariffs. Major trading partners, however, will face
a far higher rate: the European Union 20%, China 54%, Japan 24%, Taiwan 32%, Cambodia 49%, South Africa
30%, Vietnam 46%, Thailand 36%, among others. The tariff rates are calculated in a strange way: Roughly
speaking, the announced tariffs are 50% of the alleged tariff rate of the partner country. The alleged tariff rate
is calculated as deficit vis-a-vis that country divided by imports from that country. The announced tariffs shall
take effect on 9 April. The already announced 25% tariffs on cars and car parts will take effect immediately.
Canada and Mexico are not mentioned in these new tariff announcements.

The White House said they would deal with both countries using a framework set out in previous executive
orders, which imposed tariffs on Canada and Mexico as part of the administration's efforts to address fentanyl
and border issues. Trump previously set those tariffs at 25%, before announcing some delays and exceptions.
Trump announces more tariffs to come on pharmaceuticals and other products.

Our most important immediate takeaways: (1) These tariffs are higher and broader than most observers
(including us) and markets had expected. (2) We still do not expect that these tariffs will stay at that level for
the whole year, as there will now be (bilateral) negotiations. However, these will be complicated by the fact
that (a) many negotiations will have to take place at the same time and (b) that the logic behind the tariffs has
little to do with actual trade. So, they cannot be dealt away by reducing the tariffs charged on U.S. goods. (3)
This implies that the tariffs will probably stay longer and remain at a higher level than expected.

What if? As this is an unprecedented shock to free trade, analyses based on historical data might be of limited
help. However, to share some initial thoughts, we estimate that all tariffs taken together would bring the
effective tariff rate for U.S. import from roughly 2.5% to above 20%. We would estimate that U.S. GDP growth
would be some 25 bps lower. Inflation could go up by up to 1 ppt. Major trading partners will suffer as well.
Taken at face value, GDP growth would be some 40 bp lower for the Euro area, 60 bp for Japan and 20 bp for
China. Some of this was already included in our latest forecasts and as said, these calculations* should be
taken with some caution as there will many negotiations and this is unprecedented.

Monetary policy

The National Bank of Poland (NBP), Poland’s central bank yesterday voted to keep its policy rate on hold at
+5.75%, in line with consensus expectations.? The accompanying Monetary Policy Committee (MPC) statement
included some new changes in the language that reflected a generally softer tone on the inflation outlook.
Firstly, while it noted that inflation stayed around +4.9% Y/Y for the last three months (surprising to the
downside last three months), the MPC highlighted that inflation net of food and energy prices has actually
decreased. Secondly, the NBP highlighted the implications of the recent string of favorable inflation prints by
stating, “incoming information [...] signal[s] that inflation in subsequent quarters may be lower than previously
expected.” The NBP's March forecast for annual average headline inflation in 2025 was +4.9% Y/Y, which is
likely too high. The course of the inflation path in the coming months is likely contingent on the following two
risks, (a) the inflationary effect of further hikes in the regulated levels of household utilities prices in 2H 2025,
and (b) uncertainty stemming from global trade policy. Overall, the new changes in language of the MPC
statement indicates that the NPC sounded more optimistic about the inflation outlook, but with a caveat
emanating from global trade and growth uncertainty. NBP President Adam Glapinski should explain this
decision in his post-MPC presser to-day.
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1. Source: Bloomberg Finance L.P. and DWS Investment GmbH, April 2, 2025.
* What-if calculations are preliminary and more scrutinized one will follow in a CIO Flash.
2. Source: National Bank of Poland, April 2, 2025.
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Important information — North America

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products,
or DWS Investment Management Americas Inc. and RREEF America L.L.C., which offer advisory services.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making
an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments and strategies
described or provided by DWS, are appropriate, in light of their particular investment needs, objectives and financial circumstances. Furthermore, this
document is for information/discussion purposes only and does not and is not intended to constitute an offer, recommendation or solicitation to
conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type
of transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsid-
iaries and affiliates, does not provide legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or
marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and was not intended or written to be used, and
cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should seek
advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect
our judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may not prove valid.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of
income and principal invested. The value of investments can fall as well as rise and you may not recover the amount originally invested at any point in
time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. Further, investment in interna-
tional markets can be affected by a host of factors, including political or social conditions, diplomatic relations, limitations or removal of funds or assets
or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative currency
will be subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This
document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a transaction.
The terms of an investment may be exclusively subject to the detailed provisions, including risk considerations, contained in the Offering Documents.
When making an investment decision, you should rely on the final documentation relating to the investment and not the summary contained in this
document.

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections,
opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of
this material. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration
of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the
results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements
or to any other financial information contained herein. We assume no responsibility to advise the recipients of this document with regard to changes
in our views.

No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be
achieved. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document
may not be reproduced or circulated without our written authority. The manner of circulation and distribution of this document may be restricted by
law or regulation in certain countries. This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability
or use would be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not
currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe,
such restrictions.

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance.
Further information is available upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to
the provider.

For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits
of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion purposes only and
does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not constitute an offer, an invitation
to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation
relating to the transaction you are considering, and not the information contained herein. DWS Group is not acting as your financial adviser or in any
other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein may not be appropriate
for all investors and before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made
an independent assessment of the appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible
risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you
decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The information contained in this document is based
on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and
opinions contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections
are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past perfor-
mance is not a guarantee of future results. The distribution of this document and availability of these products and services in certain jurisdictions may
be restricted by law. You may not distribute this document, in whole or in part, without our express written permission.

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in
compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-
Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such persons are permitted to do so
under applicable Bermuda legislation.

© 2025 DWS Group GmbH & Co. KGaA. All rights reserved. 105232_1.11 (4/25)
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