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General overview

Gold is top of the pile, other commodities struggle with macro

downgrades US ‘Liberation day’ roils markets until tariffs postponed
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The unseen impact of uncertainty

Capacity of Containerships entering US ports

T — Front-running tariffs

R Shipping volumes arriving in US have been strong in 2025, running ahead
B of previous years (orange line in chart 1), as importers build inventories
oo and as exporters try to avoid extra costs of tariffs.
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of the Pacific Ocean (see chart 2).

Chart 1: US companies are frontloading ahead of tariffs
Source: Robeco, MARAD

Tariffs and the supply chain hiccup have echoes of the pandemic supply
o Chinese shipments boundforUs shock. While this supply chain air pocket will not be as severe, the already
400,000 sticky inflation will not get relief from lower consumer prices.
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Container Ship Weekly Tonnage
(TEU) Source: Robeco, Bloomberg

Chart 2: Containers leaving China bound for US have dropped off as tariff uncertainty continues

Source: Robeco, Bloomberg
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Is the weaker dollar an explicit policy goal of tariffs?
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Chart 3: Overseas investors hold around $18trn in US equities
Source: Robeco, US Department of Treasury
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Chart 4: Major trade partners have held their currencies artificially low against the greenback
Source: Robeco, Bloomberg
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US dollar - no longer a safe haven?

Since the tariff announcements, the US dollar and Treasuries have not
provided non-US investors with a performance cushion; generally, the values
of both rise during risk-off episodes. There will be a reassessment of
‘overweight” US asset positions, especially in Europe, which could drive
hedging ratios higher and/or lead to a reduction in US assets.

Tariffs could lead to weaker dollar

We would conclude that an intended consequence of the tariff
announcements is to weaken the greenback, a modern-day Plaza Accord.
Major exporters to the US except China appear to have include FX in the
tariff discussion orbit, moving away from artificially low currency rates
against the greenback. The consequences of this would be to make US goods
cheaper in these countries but also reducing the need for FX reserves to
hold US dollars and Treasuries as part of the trade surplus with the US.

The law of untended consequences keeps us cautious on tariff euphoria

ROBeCO



Still lots of green in our recession dashboard
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US recession probability dashboard

USyield curve 2-10s inversion

Sahm Rule is triggered (3m MA > 0.5% above past 12m low)

Ratio of involuntary part time workers to overall part-time workers rises by 1.5% from cyclical trough

Our proprietary business cycle model ( van Viiet et al.) signals slowdown or recession

HY spreads widen by at least 500 bps from cycle low

The adjusted national Financial Conditions index rises above 0.9

A consistent decline in US NIPA profit margins for 6 consecutive quarters

3MMA initial jobless claims above 260K

US new housing starts decline by > 20%y-0-y

US national financial conditions nonfinancial leverage index above 0.1
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Tariff talks begin

The first round of tariff discussions between China and the US have started, and a
US trade deal with the UK has been announced. While US trade policy uncertainty
metrics have not rolled over from record high levels as of yet, it feels like we are on
the path towards de-escalation and past the maximum uncertainty on tariffs.

"This is not a landing"

In our base case of "this is not a landing" in our one-year outlook published in
November, we said we expected the macro environment to feel very much like a
landing into 2025. Yet the underlying resilience of the US economy, notably the
labor market, would buffer the tariff shock.

At the time of writing, it is almost a coin flip whether or not we will avert a US hard
landing in the next 12 months. The probability of our bear case, where the tariff
shock breaks instead of bends into the US economy, remains at 45%.




Qil price slump more than offsets tariff frontloading boost Hard data is holding up

Starting with the positives: the hard data seems to be holding up, with US weekly

1007 100 jobless claims remaining below the recession level of 260,000 that we are
4 monitoring. Resilience in consumer spending is confirmed from timely data from
90 - - 80 Chase credit card spending, which is up 2.2% (y-o-y) in early May.
_ The April non-farm payroll number at 177,000 also shows employment growth is
801 [ 60 running above the levels needed to absorb labor supply. While Q1 GDP data
j confirmed a slowdown in US consumption growth from a very strong Q4,
70 - 40 consumption was still up 1.8% (y-o-y).
Oil price boost for consumers
60 20
' QOil prices have declined by almost 20% YTD, creating a boost to real purchasing
. [ power for the US consumer. On the back of this, inflation surprises in the US
50 1 turned negative despite a pick-up of manufacturing prices paid on the back of tariff
frontloading (see chart).
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Source: LSEG Datastream, Robeco
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Slowdown ahead... a VIX above 40 and then US consumption

growth below 2% (y-o-y)
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Source: LSEG Datastream, Robeco
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Confidence data is gloomier

However, soft data paints a gloomy picture, with consumer confidence
plummeting to recessionary lows. The latest ISM manufacturing producer
confidence data also declined in April, with a notable drop in the output
subcomponent. A similar phenomenon also happened around the supply
chain disruptions during the pandemic.

Short term compromise needed to avert supply gap

With US manufacturing inventories lasting only another 50 days, some
compromise on trade between the US and China is needed in the coming
six weeks to prevent a supply shortage. Cargo volumes from Chinese
ports heading to US ports have collapsed after US tariffs on China became
effective in April. It takes between 19 to 36 days for a VLCC to travel from
Shanghai to Los Angeles.
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Watching for supply gaps, price level shifts in inflation, layoffs
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What we are watching

The Covid-induced negative supply shock proved to be deep but short
lived. Likewise, if US Treasury Secretary Bessent fails to achieve a short-
term comprise with China in the next few months, the drop in US activity
may still be steep but short lived if both countries firmly keep on a path of
de-escalation with the aim of settling on a compromise.

Recessions typically happen because of prior excesses in the economic
system that require a system reset, a process which is damaging for the
average worker. While credit card delinquencies have increased, the
average US consumer has deleveraged compared to the global financial
crisis and has much higher net wealth.

Deregulation and tax cuts

Next to a stronger starting position heading into the tariff shock,
forthcoming deregulation and tax cuts could also provide powerful offsets
to layoffs that will be resulting from the potential supply shock that is
about to hit the US in coming months. A narrow escape from the
consequences of an otherwise disastrous tariff policy is still a possibility.
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Important information

Robeco Institutional Asset Management B.V. (Robeco B.V.) has a license as manager of
Undertakings for Collective Investment in Transferable Securities (UCITS) and Alternative
Investment Funds (AIFs) (“Fund(s)”) from The Netherlands Authority for the Financial
Markets in Amsterdam. This document is solely intended for professional investors,
defined as investors qualifying as professional clients, who have requested to be treated as
professional clients or who are authorized to receive such information under any
applicable laws. Robeco B.V and/or its related, affiliated and subsidiary companies,
(“Robeco”), will not be liable for any damages arising out of the use of this document. The
contents of this document are based upon sources of information believed to be reliable
and comes without warranties of any kind. Any opinions, estimates or forecasts may be
changed at any time without prior notice and readers are expected to take that into
consideration when deciding what weight to apply to the document’s contents. This
document is intended to be provided to professional investors only for the purpose of
imparting market information as interpreted by Robeco. It has not been prepared by
Robeco as investment advice or investment research nor should it be interpreted as such
and it does not constitute an investment recommendation to buy or sell certain securities
or investment products and/or to adopt any investment strategy and/or legal, accounting
or tax advice. All rights relating to the information in this document are and will remain the
property of Robeco. This material may not be copied or used with the public. No part of
this document may be reproduced, or published in any form or by any means without
Robeco's prior written permission. Investment involves risks. Before investing, please note
the initial capital is not guaranteed. This document is not directed to, nor 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 where such distribution, document,
availability or use would be contrary to law or regulation or which would subject Robeco
B.V. or its affiliates to any registration or licensing requirement within such jurisdiction.

Additional Information for US investors

This document may be distributed in the US by Robeco Institutional Asset Management
US, Inc. (“Robeco US”), an investment adviser registered with the US Securities and
Exchange Commission (SEC). Such registration should not be interpreted as an
endorsement or approval of Robeco US by the SEC. Robeco B.V. is considered
“participating affiliated” and some of their employees are “associated persons” of Robeco
US as per relevant SEC no-action guidance. Employees identified as associated persons of
Robeco US perform activities directly or indirectly related to the investment advisory
services provided by Robeco US. In those situation these individuals are deemed to be
acting on behalf of Robeco US. SEC regulations are applicable only to clients, prospects and
investors of Robeco US. Robeco US is wholly owned subsidiary of ORIX Corporation Europe
N.V. (“ORIX”), a Dutch Investment Management Firm located in Rotterdam, the
Netherlands. Robeco US is located at 230 Park Avenue, 33rd floor, New York, NY 10169.

Additional Information for investors with residence or seat 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. Robeco Institutional Asset Management B.V. is
relying on the international dealer and international adviser exemption in Quebec and has
appointed McCarthy Tétrault LLP as its agent for service in Quebec.

© Q2/2025 Robeco
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