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US tariffs: despite recent announcements,
much uncertainty remains
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Key takeaways

€ The US has announced trade agreements with 69 countries,
but only seven countries have established trade frameworks.
The global baseline tariff for any imports into the US is set at
10%, with reciprocal rates ranging from 10% to 41% and a new
40% duty on transhipments.
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€ Uncertainty about trade has diminished, but several key
deadlines remain, such as the 12 August deadline for a trade
agreement between the US and China, and a slew of section
232 investigations that could mean elevated tariffs on sectors
such as pharmaceuticals and semiconductors. While tariffs
may slow growth and pressure margins, secular trends (including the technology revolution, reshoring
of jobs and reindustrialisation), continue to support US economic resilience.

€ \We maintain our US equity overweight as earnings growth remains strong, while we tap into
powerful long-term themes with our overweight in Technology, Communications and Industrials. We
remain neutral overall on fixed income but continue to tactically add high quality bonds for income
and stability, using an active management approach to find selective opportunities. As for the US
dollar, we foresee a side-ways move, albeit with volatility due to the busy news flow and the tug-of-
war between positive and negative forces.

What happened?

* The US has announced trade agreements with US and its major trading partners:
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+ The new reciprocal tariff rates, ranging from EU 18.7% 15% 30% Lower
10% to 41% for the trading partners, are Mexico | 15.5% 25% 25% Same
scheduled to be implemented on 7 August. Upto

» Additionally, transhipments (goods rerouted China 13.4% 30% 145% Lower
through other countries), will be subject to an 12 60 o 250 High
additional punitive duty of 40%. President Canada 6% 35% 5% gher
Trump has also signed an executive order Japan 4.5% 15% 24% Lower
ending the de minimis status for low-value
packages, which will take effect on 29 August. Source: White House, HSBC Private Bank and Premier Wealth as at

31 July 2025.
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Nearly two-thrids of US trade takes place with five
trading partners: the EU, Mexico, China, Canada
and Japan. Trade agreements have been signed
with the EU and Japan. Negotiations with the
remaining three have been extended, indicating
that discussions are ongoing.

Uncertainty surrounding US trade policy hasn't
disappeared but has diminished somewhat. Clearly
the extensions for China, Mexico and Canada will
be key to determining the policy's success for the
current administration.

While trade tensions have eased, several key
deadlines remain, such as the 12 August deadline
for a trade agreement between the US and China,
as well as a slew of section 232 investigations that
could mean elevated tariffs on a range of sectors
such as pharmaceuticals and semiconductors. As
a result, global trade flows are likely to remain
volatile in the coming months, making it harder to
gauge how both the US and the rest of the world
are coping with these elevated import taxes.

The effective tariff rate for the US is rising
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Source: Macrobond, The Budget Lab, HSBC Global Investmenr Research
as of 31 July 2025.

Note: Pre substitution assumes 2024 trade flows and is based on the
announced tariff rates. Collected from imports shows US customs duties
as a share of goods imports through June.

The US economy is clearly experiencing cyclical slowing, but secular drivers sustained capital inflows suggest
a recession is unlikely. The technology revolution, the near-reshoring of jobs and the reindustrialisation of the

US are key among those themes.

Lower consumer taxes and the sustained corporate tax at 21% continue to make the US an attractive option
for foreign direct investment. The technology revolution, still in its early days, continues to provide productivity
gains that should help US corporations maintain margins and continue to post healthy earnings gains.

As of 1 August, 66% of the S&P 500 have reported earnings, with 82% beating expectations. The quarterly
growth rate, which was expected to be 4.9% y-o-y at the beginning of the earnings season, now stands at
10.3% y-o-y. Moreover, the annual estimate for S&P earnings in 2025 is now projected at 9.9% y-o-y.

Investment implications

The fundamentals supporting our overweight position on US equities haven't materially changed given the
announcements on 1 August. The new tariff policy has set the stage for slower growth, tighter margins and
slower earnings growth. However, we would argue that these factors have already been 'priced in' for US
equities since Liberation Day. Upside surprises from the Liberation Day announcements suggest that we
could continue to see upside surprises for US earnings in 2025.

Structural themes remain powerful long-term drivers for US equity markets as the technology and Al
revolution, the reindustrialisation of the US economy, and reshoring of key industries reinforce our
constructive outlook for US equities. Policy clarity is improving, but volatility persists. The US economy
should avoid recession, while earnings growth remains strong.

Historically, tariffs have served to lower growth, margmally lift inflation and potentially reduce corporate
profits. In addition, the US government is assuming these tariffs will lift government receipts, and Treasury
Department data has so far supported this assumption. However, the gains in receipts will probably not
make up for the increased deficit from the One Big Beautiful Bill Act. This suggests that either further
spending cuts are yet to come, or fixed income markets should prepare for increased issuance, or both. If
that were to happen, fixed income investors should prepare for continued volatility.

We remain neutral overall on fixed income but continue to tactically add high quality bonds for income and
stability, using an active management approach to find selective opportunities in higher yielding segments.

As for the US dollar, we foresee a side-ways move, albeit with volatility due to the busy news flow and the

tug-of-war between positive and negative forces.
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video has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in
which such an offer is not lawful. The views and opinions expressed are based on the HSBC Global Investment Committee at the time of preparation and are subject to change at
any time. These views may not necessarily indicate HSBC Asset Management’s current portfolios’ composition. Individual portfolios managed by HSBC Asset
Management primarily reflect individual clients’ objectives, risk preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past performance contained in this
document or video is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication of
future results. Where overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well as up. Investments in emerging
markets are by their nature higher risk and potentially more volatile than those inherent in some established markets. Economies in emerging markets generally are heavily
dependent upon international trade and, accordingly, have been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative
currency values and other protectionist measures imposed or negotiated by the countries with which they trade. These economies also have been and may continue to be affected
adversely by economic conditions in the countries in which they trade. Investments are subject to market risks, read all investment related documents carefully.

This document or video provides a high-level overview of the recent economic environment and has been prepared for information purposes only. The views presented are those of
HBAP and are based on HBAP's global views and may not necessarily align with the Distributors’ local views. It has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. It is not intended to provide and should
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The accuracy and/or completeness of any third-party information obtained from sources which we believe to be reliable might have not been independently verified, hence
Customer must seek from several sources prior to making investment decision.

The following statement is only applicable to HSBC Mexico, S.A. Multiple Banking Institution HSBC Financial Group with regard to how the publication is distributed to
its customers: This publication is distributed by Wealth Insights of HSBC México, and its objective is for informational purposes only and should not be interpreted as an offer or
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Receiving parties should not consider this document as a substitute for their own judgment. The past performance of the securities or financial instruments mentioned herein is not
necessarily indicative of future results. All information, as well as prices indicated, are subject to change without prior notice; Wealth Insights of HSBC Mexico is not obliged to
update or keep it current or to give any notification in the event that the information presented here undergoes any update or change. The securities and investment products
described herein may not be suitable for sale in all jurisdictions or may not be suitable for some categories of investors.

The information contained in this communication is derived from a variety of sources deemed reliable; however, its accuracy or completeness cannot be guaranteed. HSBC México
will not be responsible for any loss or damage of any kind that may arise from transmission errors, inaccuracies, omissions, changes in market factors or conditions, or any other
circumstance beyond the control of HSBC. Different HSBC legal entities may carry out distribution of Wealth Insights internationally in accordance with local regulatory
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commission from HSBC Asset Management (India) Private Limited, in its capacity as a AMFI registered mutual fund distributor of HSBC Mutual Fund. The Sponsor of HSBC Mutual
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