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Even with the new China-U.S. tariff adjustments
and the U.K.-U.S. deal, tariffs remain very high

US Average Effective Tariff Rate, %

Current pre-substitution
rate as of May 12, 2025
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Current post-substitution
rate as of May 12, 2025

The U.S. Dollar has weakened a bit recently but is still
historically strong — Good for U.S. importers, not for exporters

Chinese Yuan Renminbi to One U.S. Dollar, exchange rate, NSA Euro to one U.S. Dollar exchange rate, NSA
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United States Credit Default Swap Prices since October 2024, 1-Year contracts,
Euro denominated, in basis points
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Markets signal when they sense higher risk

The U.S. CDS rates had hit
their highest level ever on
April 22 with the exception
of the day before Speaker
Johnson and President
Biden announced a deal to
avoid a default due to
reaching the debt ceiling
limit on May 28, 2023. The
debt ceiling is not in play
now. CDS prices remain
high.
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Global supply chain pressures are rising but just to

mean levels through April
Global Supply Chain Pressure Index (GSCPI), Standard Deviations from Average Value
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A dramatic decline in the total number of containers
arriving in the US as a result of tariff policies
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| An even more dramatic decline has happened in the

number of containers arriving in the US from China

Weekly Chinese TEU arrivals to the U.S., NSA 2025 vs 2024 Chinese TEU arrivals in the U.S., NSA, %
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Uncertainty - the biggest enemy of the markets

Although trading companies thrive on volatility, there is something like "too much of a
good thing”

Companies can deal with bad news and anticipate downturns, but we need a clear
and steady direction

In the absence of a clear direction, the markets will create their own direction by
avoiding certain markets

Short term some goods can be stored in bonded warehouse to weather the storm

Medium term we look for new markets and counterparts, but this carries a risk -
counterpart risk. Not only do we need to get comfortable with new counterparts, but
we need to do this in murky waters. We do not know what exposure our counterparts
hold in their books.
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® In times of a sudden crisis, banks will first check

Uncertainty - the biggest enemy of the markets

their own books against any exposure they might
have against the affected market/counterpart.
Secondly, they will check the exposure their Jo use another
clients or their client’s client might have. The

. 3 “, .
latter one is the more difficult part, which usually cliché ‘it is

results in “no business” until there is clarit . .
again. Y better to sit still

There will be opportunities. Fortune favors the
bold - but don’t skip on your analysis and note
that patience is a virtue. We saw the lightning
and now are waiting for the thunder. In other
words, we have not witnessed the full impact yet
of all measures taken.
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| Broad Tariffs Have a Wide Impact Across Industries
= &) ks

Manufacturers Retailers Agricultural Producers  Financial Services ‘ Services Firms

« Face trade-offs between | « Are likely to face higher | « Wil be key targets for | «Are indirectly affected | «May be the least

losing sales if they raise | costs as importers raise | retaliatory tariffs, through borrower impacted, though
prices and lower margins | - prices, suppliers pass on | given their export creditworthiness, some US-dominated
ifthey absorb costs input cost increases and SRS SIS EY
* Domestic firms could and/or domestic o g 7 P
gain share but face producers capitalize on pc_huca\ sen;ltwl_ty \mpa_c_ts including be targeted for
higher input costs, reduced competition « This could significantly | volatility, and market retaliation
supply chain risks, and | » Can do some reduce international disruptions linked to | « Potential for US tariffs
retaliatory measures combination of either sales and revenue trade uncertainty on foreign services if
* Reduced foreign passing costs to trade conflict
competition enables consumers, risking lower escalates

increased prices, but risk | sales, or absorbing them,
consumer backlashand | reducing profit margins

demand loss .
Greater impact

Realities facing our clients

- Highly fluid US tariff policy is creating uncertainty and financial impacts in the
near term even as the implementation of some tariffs have been delayed

+ Sector-specific concerns and impacts
+ Industries with security implications and possible exemptions

+ Durability of existing trade agreements (USMCA / CUSMA)

+ Potential Impacts to local operations:

« Potential for Selective discrimination by the host government against
US companies in retaliation of increased tariffs.

+ Potential security concerns against US-based companies

+ Financial viability and impacts of tariffs on key inputs

+ Complexity of the supply chain and the combined impact of tariffs on finished
goods

| AN, A

Organizations trading in
North America face unique
complexities

Mexico and Canada are the US’s two largest
trading partners.

Short-term Long(er)-term
What role for C. The July 2026 review
0 d

during the 90 days will lead to changes
Will USMCA goods How might the
remain excluded? agreement evolve?

Share of exports to the US which are USMCA/CUSMA compliant and
are therefore—currently—exempt from 25% rate otherwise applied

8 Marsh
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i Navigating Tariffs and Trade War Risks

Immediate Near Term Integrate geopolitical and economic risk
assessment into strategy

> Marsh World Risk Review

> Sentrisk

Non-payment or non-delivery of goods and services
due to tariff-related price increases or other

disruptions oy
X . A Tariff Simulator
Potential for sudden loss in market demand or an increase in X
customer or supplier defaults Mitigate and transfer risks:
Ongoing > Trade Credit Insurance: protects cash flow from customer non-

. . ) . payment
Retaliatory measures, beyond retaliatory tariffs, which )
. . . ) ) . > Supplier Default: the failure of a supplier to reimburse pre-
impose restrictions on American companies operating in payment(s) made by a buyer that are contractually due following
the country non-delivery of goods and/or services by the supplier.

~ Selective discrimination towards American companies > Contract Frustration: Losses resulting from a cancelled or
operating in the foreign country frustrated contract as result of political events in the host countrs

) X . ing non-payr political risk events
~ Government interference: Expropriation, government inchuing non-payient due to poliical risk events

disputes, contract and license cancellation/revocation,
motivated actions ~ government interfering with insured's

target of political violence and riots, etc. investment, political violence to assets, etc.

| . A .

Political Risk Insurance: protects assets against political
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In 2015, a trading system with a few major
partners

Share
of total
us

imports

More than 60% of US imports came from just 5 countries

i By 2024, a system of “connectors” developed

mports has dropped
ly while other countries captured a growing share

Growing US bilateral trade deficit, 18-23
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Geopolitical risk analysis
Using Marsh’s World Risk Review platform as a guide
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\ Disclaimer

Opinions, estimates, forecasts and other views contained portions of this
presentation attributed to AC Cutts & Associates LLC are those of AC
Cutts & Associates LLC and are subject to change without notice.
Although AC Cutts & Associates LLC attempts to provide reliable, useful
information, it does not guarantee that the information is accurate,
current or suitable for any particular purpose.

© 2025 by AC Cutts & Associates LLC; data from private sources is

copyrighted by the original publisher. Information from this portion of the
presentation may be used with proper attribution.
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