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When Tariffs Attack:*TThe:Surprising.__
Adventureslofiimport Taxes in America




Tariffs, Taxes, and "
Trade—Oh My!

Hold onto your wallets, folks! The aftermath of
the U.S. Presidential election has everyone
buzzing about the potentialrise in tariffs and
what that means for our economy.
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Picture this: U.S. average tariffs skyrocketing
from a modest 3% to a whopping 18%,
reminiscent of the 1930s (cue black-and-white
footage and flapper dresses). But before we
start hoarding canned goods, let's dive into
what's actually at stake.
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How Do Tariffs Really Work?\
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(Hint: It's Not Magic)
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! [ =l | So, what's the deal with tariffs?
_ | - | k * Think of them as the cover charge at an exclusive club—only this time, the
r t = [TARIFFS *| | ' ‘ club is the U.S. economy, and the guests are imported goods. An 'ad valorem'
\GROWTH ' [ tariff means importers pay a percentage of the goods' value as a tax. A 10%
- M tariff? That Gucci bag just got 10% pricier.
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Here's what happens next:

‘ l £ i ‘ f - * Shopping Local (Whether You Like It or Not): Imported goods get pricier, so
: b : consumers might turn to domestic products or imports from countries not
on the tariff naughty list.

* Price Tags Go Up: Tariffs can lead to higher prices at home. That means your
avocado toast might cost more if avocados are imported and taxed.

* Economy Plays Tug-of-War: Tariffs can both help and hurt economic growth.
Domestic producers might celebrate increased sales, but consumers could
cut back spending due to higher prices.

* Trading Partners Feel the Burn: Countries slapped with tariffs might see their
exports drop faster than New Year's resolutions.

* In short, tariffs are like playing economic Jenga—one wrong move, and things
can get shaky.
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The Great Tariff Hike: \

How High Can They Go?

During the campaign trail, there were whispers (okay, maybe
more like loud proclamations) about raising tariffs on China up
to 60%. Imagine that—it's like adding hot sauce to an already
spicy trade relationship. Some even suggested a blanket tariff of
10% or 20% on all trading partners. Talk about throwing a tariff
party and inviting everyone!

HIKE
HOW HIGH CAN
THEY GO?

In our less dramatic baseline scenario, we anticipate more
modest hikes:

* Targeted Tariffs: 10%-25% on metals, cars, and some
agricultural products from the EU, Mexico, and Canada.

* Extra Charges on China: An additional 25% on machinery,
electronics, and chemicals.
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- This would nudge the average U.S. tariff up to about 5% by
: 2028—not exactly the stuff of economic nightmares, but enough
to make international traders sip their coffee nervously.



Trade Wars: The N
Empire Strikes Back

Tariffs can seriously cramp trade flows. Remember the U.S.- '
China trade war? It was like a high-stakes game of Monopoly, but
nobody passed 'Go' or collected $200. For every 1 percentage

point increase in tariffs, imports from China fell by about 2.5%.

That's a significant dip!
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Case in point: When the U.S. slapped a 25% tariff on UK Scotch
whisky, imports of the Scottish elixir dropped by 33%. That's a lot
of untasted whisky and probably a few sad happy hours.

But here's the plot twist—other countries swooped in to fill the
gap. China's share of U.S. imports fell from 22% to 14%, while
places like Mexico and Vietham saw their exports to the U.S.
jump. It's like when your favorite coffee shop closes, and you
reluctantly try a new one, only to find out their lattes are pretty
good too.
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Inflation and Tariffs: Much \

Ado About (Almost) Nothing

You might think that higher tariffs would make everything more expensive

" than a stadium beer, but not so fast! The U.S.-China trade war showed that
- the impact on inflation was about as small as a chihuahua in a room full of
Great Danes.
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a7 DOLLAR MENU
sl CTPI TARIFF INCREASE 0.9%
f - :
PICY 1INCREASE Estimates suggest that the tariffs raised the U.S. Consumer Price Index
7 11';3“"’{,‘ (CPI) by at most 0.2%-0.3%. Retailers absorbed some costs, perhaps out
=== 0l % of the goodness of their hearts—or maybe to keep customers from fleeing

CPI‘%‘?-\ e 1% to competitors.
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=A% Here's the math for potential future tariffs:

| 107k
--{e££“""o“/ * 60% Tariff on China: Could raise the CPI by up to 0.7%. That's like
—0% adding a few cents to your dollar menu item.

* 10% Tariff on the EU, UK, South Korea, and Japan: Might bump the
CPI by around 0.3%. Time to start a coinjar?

Inthe grand scheme, these are minor increases. The U.S. economy is like a
cruise ship—it doesn't turn on a dime, and small waves won't rock the
boat too much.



GDP and Tariffs: A Lov?— \

Hate Relationship

Now, about the economy's growth. The U.S.-China trade war
didn't sink the ship, but it did slow it down a bit—think of it as
hitting a speed bump rather than a brick wall.

Most models show the U.S. GDP took a hit of about 0.2%-0.4%.
For China, the impact was a bit more dramatic, with GDP drops
ranging from 0.3%-1.2%. But let's be real; these numbers aren't
likely to keep policymakers up at night.
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BiiSSeey A However, there are a few storm clouds to watch:
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> =t Y * Retaliation Nation: Other countries might retaliate with
- RETALARS their own tariffs, leading to a global game of "Who's Got the
7 e Biggest Tariff?" Spoiler alert: Nobody wins.
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SR s merZadiion SR PG * Productivity Puzzles: Higher tariffs could make
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.= m—:_m economies less efficient over time. It's like running a

marathon with a pebble in your shoe—not immediately
crippling, but not ideal either.

e Currency Conundrums: Tariffs could strengthen the U.S.
dollar, making exports pricier and potentially giving emerging
markets a financial headache.




Tariff Revenue
(5100 Elllion)
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The Silver Lining? \
(Wait, Is There One?)

Is there any good news in this tariff tale? ‘
Well, the U.S. government could rake in
extra revenue from the tariffs—about $100
billion per year by 2030. That's enough to
fund...well, we'll let Congress decide that
one.

But unless this windfall is used to stimulate
the economy directly, it might not offset the
negative impacts of tariffs. So, it's a bit like
finding a $20 bill in your winter coat—you
didn't expect it, but it's not going to pay your
rent.
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TOOLS

ECONOMIC

Conclusion: To Tariffor
Not to Tariff, Thatls \
the Question '

Tariffs are a bit like hot sauce—they can add a little
kick, but too much might ruin the dish. The
potential tariff increases could reshape trade
flows, nudge inflation slightly, and have a modest
impact on GDP growth. While the risks of an all-
out trade war reminiscent of the 1930s seem low,
it's a scenario we wouldn't want to replay—no
matter how vintage the fashion.

In the end, tariffs are just one tool in the economic
toolbox. Whether they're used to build bridges or
walls depends on the choices policymakers make.
As consumers and businesses, we'll feel the
effects—hopefully more like a gentle breeze than a
category-five hurricane.

So next time you're shopping and notice a slight
price increase, you might just be experiencing the
thrilling world of tariffs in action. Exciting, isn't it?



VANN EQUITY MANAGEMENT

This content is brought to you by Vann Equity Management, dedicated to providing insights and
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Disclaimer: Investing involves risks, including possible loss of principal. This content is for
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