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Taking stock amid tariffs

Liberation Day in the U.S. dished a hefty dose of tariff shock and awe,
sending financial markets into a frenzy. President Trump announced a
mix of broad and reciprocal tariffs far exceeding market expectations,
prompting a rethink of the global economic outlook. Ongoing uncertainty
on retaliatory and negotiating measures from the U.S.’s top trading
partners creates a challenging backdrop. We take stock of the global
outlook and how central banks could respond.

Laura Cooper
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announced a minimum 10% tariff on all goods exported to the U.S.
alongside additional duties for major trading partners including China,
Japan and the European Union. While Mexico and Canada were excluded,
both face earlier-announced tariffs. Despite the announcement of a 9o-
day pause on the reciprocal rates, collectively the measures will raise

the effective U.S. tariff rates to levels not seen in a century and open the
door to further rounds of negotiations and threats of escalation. This
accelerated shift to greater economic autarky has broad implications for
the global economy.

U.S. recession risks rising, but not yet base case

Leading U.S. economic indicators have been weakening and consumer
confidence has been under pressure. U.S. households remain critical

to the outlook. While backwards-looking employment data has shown
resilience, the potential hit to wealth as stock markets tumble alongside
elevated uncertainty could curtail spending. Ongoing uncertainty
could derail capital spending, raising recession risks, and this is before
incorporating any retaliatory measures of trading partners.
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Further threats
of escalation
and retaliatory
Front-loading import purchases ahead of tariffs and upside actions leave
inflation risks mean the U.S. Federal Reserve will likely remain glob al trade
patient and await material signs of economic deterioration. The sk
key risk is pronounced market dislocations that would warrant war risks
interventionist action. As of writing, liquidity across the U.S. fixed and medium-
income market is uneven but short-term borrowing rates point to term g lobal
orderly price action, leaving the Fed on the sidelines. .
deflationary
, . e o )
Nuveen’s U.S. macro team are tentatively penciling in 0.7% growth risks elevated

for 2025, with the Fed poised to cut 100 basis points (bps) by end-
2026. Ongoing uncertainty including retaliatory measures from
top trading partners, however, leaves our forecasts fluid.

Rethinking European outlook amid retaliatory risks

Broad 20% tariffs on European exports to the U.S. came into
effect on 9 April, aggravating existing downside growth risks in
Europe. We had already incorporated a 0.3% potential hit from
tariff uncertainty to our 1% growth forecast, though the retaliatory
efforts to-date lean towards an additional economic drag.
Uncertainty on the persistence of tariffs warrant an additional
layer of caution. The European Central Bank does not foresee a
trade-induced recession and appears poised to continue its cutting
cycle in a data-dependent manner to buoy financial conditions.
However, it warned of the “non-negligible” direct impact on the
economy of a trade war.

Markets ramped up rate cut expectations for 2025 amid the
heightened trade uncertainty. While the ECB will have to weigh
positive sentiment effects from recent fiscal announcements
against the significant tariff downside, our base case is for the ECB
to reduce its deposit rate to 1.75% in 2025. Downside growth risks
and potential collapse in sentiment leave risks skewed slightly
lower.

Outsized risks in Asia with attention turning to China

Asia is set to bear the brunt of tariffs, skewing growth risks to the
downside, notably in China, Japan and South Korea. While the
tariff dynamics are ostensibly shifting daily, as of now China will
face a 125% tariff while several other Asian economies will face
rates at 10%. A consequence is the stance of the region’s central
banks. The Bank of Japan is delaying its next rate increase, while
other central banks are poised to take a more dovish turn.

In China, we expect 2025 economic growth in the range of 3.5-
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4.0%, depending on the degree of policy response. While the Chinese
government’s focus has been on consumption, as we noted last month,
this comes from a desire to address industrial sector overcapacity rather
than embarking on conventional Western economic policy prescriptions.
As such, with tariffs amplifying excess capacity, China could take a more
proactive front to defend their growth target.

Elsewhere, tariff-induced growth pressures are building including

in Canada, Australia and the U.K. Tariff risks have derailed Canada’s
positive momentum from successive rate cuts since May 2024. Despite
strong domestic demand, the Reserve Bank of Australia is likely to
quicken their cuts amid uncertainty. While less vulnerable to U.S. tariffs,
uncertainty adds to downside growth risks in the U.K. and aggravates

the already challenging fiscal backdrop. The Bank of England is poised to
continue its rate reduction cycle with three additional cuts likely this year.

Keep calm, carry on

Looking ahead, markets are likely to further ramp up U.S. growth

fears due to ongoing policy uncertainty weighing on sentiment. While
expectations will now shift toward hopes of negotiations, further threats
of escalation and retaliatory actions leave global trade war risks and
medium-term global deflationary risks elevated. Uncertainty on how
central banks will react given the potential short-term upside inflations
risks adds to this volatility.

The interplay between tariffs, labor market strength and central bank
policy will continue to dictate risk appetite and asset allocation strategies
as investors navigate a higher tariff environment than initially expected
coming into 2025.

Long-term considerations around trade flows, corporate earnings and

consumer sentiment will also remain in focus. There will be opportunities
across asset classes, with active management and bottom-up fundamental
analysis crucial in this environment of elevated uncertainty and volatility.

OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES.

03 | Monthly macro commentary April 2025

Asia is set to
bear the brunt
of tariffs,
skewing growth
risks to the
downside.



For more information, please visit nuveen.com.

Endnotes

Sources
Al market and economic data from Bloomberg, FactSet and Morningstar.

This material is not intended to be a recommendation or investment advice, does not constitute
a solicitation to buy, sell or hold a security or an investment strategy, and is not provided in
a fiduciary capacity. The information provided does not take into account the specific objectives
or circumstances of any particular investor, or suggest any specific course of action. Investment
decisions should be made based on an investor’s objectives and circumstances and in consultation
with his or her financial professionals.

The views and opinions expressed are for informational and educational purposes only as of the date
of production/writing and may change without notice at any time based on numerous factors, such
as market or other conditions, legal and regulatory developments, additional risks and uncertainties
and may not come to pass. This material may contain “forward-looking” information that is not purely
historical in nature.

Such information may include, among other things, projections, forecasts, estimates of market returns,
and proposed or expected portfolio composition. Any changes to assumptions that may have been

made in preparing this material could have a material impact on the information presented herein by
way of example. Past performance does not predict or guarantee future results. Investing involves
risk; principal loss is possible.

All information has been obtained from sources believed to be reliable, but its accuracy is not
guaranteed. There is no representation or warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based on such information and it should not be relied on as
such. For term definitions and index descriptions, please access the glossary on nuveen.com. Please
note, it is not possible to invest directly in an index.

Important information on risk

Allinvestments carry a certain degree of risk and there is no assurance that an investment will provide
positive performance over any period of time. Equity investing involves risk. Investments are also
subject to political, currency and regulatory risks. These risks may be magnified in emerging markets.
As an asset class, real assets are less developed, more illiquid, and less transparent compared to
traditional asset classes. Investments will be subject to risks generally associated with the ownership
of real estate-related assets and foreign investing, including changes in economic conditions, currency
values, environmental risks, the cost of and ability to obtain insurance, and risks related to leasing
of properties.

Nuveen, LLC provides investment solutions through its investment specialists.

This information does not constitute investment research as defined under MiFID.
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