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Our take on Trump 2.0

Like him or hate him, President Trump has managed to do what few before him have managed — secure a
second term after four years out of office. Furthermore, contrary to expectations, Trump managed a “Red
Sweep” — the Republican Party controls the White House, the Senate and the House of Representatives.
Trump was highly critical and frustrated during his first term that he could not be “more effective”
because of the split in control between the House and the Senate. That no longer applies. This time
around, we should expect US policy to be more aggressive. Whilst the dust still must settle on the US
election, these are our initial thoughts on what lies in store over the next 12 — 18 months.

The dust is still settling on the
outcome of the US elections last
week, butalready markets arestarting
to think about the consequences of
Trump 2.0, coupled with the “Red
Sweep” which will give Trump
more opportunity to push through
his election promises. In addition to
already controlling the US Supreme
Court, this might be one of the more
powerful administrations in recent
history. Americans have spoken, but
the impact will reverberate to all corners of the globe.

At the outset, Trump’s victory is good for US markets. The
day after the election result, the S&P 500 surged 2.5% and
it ended the week almost 5% higher at a new all-time high.
That might seem a strange outcome to us living in SA, but
it highlights a key point: Trump is good for markets, at least
US markets! And rising US markets are always a tailwind
for broader global markets.

From an American point of view, we can understand why
Trump is so popular. Under Bill Clinton, and with the help
of the Republicans in Congress, the US passed the North
American Free Trade Agreement (NAFTA) in 1995. The
government favoured a monetary and trade policy that would
funnel money into Wall Street and US government bonds,
even while factories were shuttered across the country. This
was great for corporate insiders and shareholders, but not
so good for wage earners and workers. This great hollowing
out of the American Middle Class has been underway since
the mid 1990s. His re-election also signals a rejection of the
“Liberal Left” — and the woke policies associated thereto.
Hence Trump’s promise to “Make America Great Again”
and to “Put America First” resonated so well with voters.

SPEED READ
Trump’s victory is good for US markets and
therefore a useful underpin for other global
markets.
The two key economic policies we expect are
further fiscal stimulus in the US and rising trade
tariffs, especially on China.
The impact on markets is varied, but they imply
a stronger US economy (in the short term), and
a stronger dollar, but also higher inflation and
interest rates.
Trump’s election does not derail our SA
recovery story.
Finally, geopolitical uncertainty will rise as
the US turns more introspective. That implies
greater uncertainty and should benefit safe-
haven assets, such as crypto and gold.

Consequently, we expect the following economic policies
to be implemented:

1. Fiscal support for Americans. Some of the tax breaks
passed in previous years are coming to an end in 2025.
We would expect these to be renewed (especially
give the Red Sweep), as well as further tax cuts for
corporates — although these will have to be in line with
G20 initiatives.

2. Implementation of tariffs. Tariffs on Chinese imports
into the US are expected to be raised to 60%, from the
current average rate of 20%. During the first trade war,
tariffs on Chinese goods rose from an average of 3% to
an average of 20%. Trump has also mooted a blanket
tariff of 10% on all imports, regardless of origin.

3. Reductionin “redtape”. No specifics have been detailed,
but Trump is promising to enhance productivity and
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efficiencies.

What is the impact on markets? As a starting point, let
us cast our minds back to Trump’s first presidential term.
Study the chart below. Initial reaction was muted as markets
digested his victory. But they soon turned bullish as Trump
delivered tax cuts as well as forcing US companies with
large cash balances abroad to repatriate them (the green
box.) Economic growth accelerated — from 1.8% when he
took office to a peak of 3.1% in late 2018. Unsurprisingly,
earnings growth for US corporates surged, growing by 40%
over the first three years of his presidency, whilst the Dollar
also strengthened. However, the red box shows the period
of the Trade War with China in 2018. It was accompanied
by significant bouts of volatility.
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Trump’s first presidential term was characterised by soaring
markets on the back of tax cuts and higher GDP growth. But the
onset of the trade war with China in 2018 caused sharp bouts
of volatility.

Simplistically, we believe the impact on markets will

include:

1. A stronger US economy and market at the expense of
markets and economies elsewhere. Global investors
might continue to favour US stocks over those in Europe

Climate change policies under the Trump administration may
favour fossil fuel companies for the next four years.

will reduce consumption, GDP growth and government
tax revenue.

4. What is hard to quantify at this stage is the quantum of
any retaliatory tariffs on American goods. It is likely
that China (specifically) and Europe will impose tariffs
of their own.

5. Consequently, inflation is unlikely to fall as far or as
quickly as it might otherwise have done.

6. Inturn, this implies higher US interest rates. As we have
said before, US rates are the foundation stone for global
interest rates, so higher US rates will have implications
for other central banks as they grapple with their own
interest rate cycles. Markets now expect US rates to fall
to 3.75% (currently 4.75%) by the end of 2025, versus
3.30% two weeks before the elections.

7. Ceterusparibus (all things being equal), this combination
should weaken global GDP growth in 2025. But the
situation is fluid. Last Friday, China announced a $1.4
trillion program to resolve is local government debt
crisis. This fell short of what markets were expecting,
but Chinese authorities were quick to articulate that
“more forceful” fiscal policy would be implemented
in 2025 when the impact of American policy would
be clearer. That suggests that governments are already
thinking about how they will react to changing US
policy.
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Where does that leave investors

SA? Our clients will
know that we have become
increasingly optimistic on the

term, this might lead to
reshoring of manufacturing
back to the US and away from Mexico and China
(notably), with more jobs and higher wages for
American workers. But in the short-term higher prices

local outlook post the formation
of the GNU, ongoing reform, and a cyclical upturn in the
economy. Does Trump’s re-election upset this view?
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Not necessarily. We believe the biggest impact to SA will
come in the form of a potentially stronger dollar (and
therefore weaker Rand) than might otherwise have been
the case. That might support
inflation, slowing down (but
not derailing) the pace of our
own rate cutting cycle. The
other threat is the removal of
trade benefits under AGOA.
Indeed, AGOA might be
scrapped altogether. Whilst this
would undoubtedly cause short
term disruption, the longer-
term impact would depend on
how the rest of the world reacts. Trade would be redirected
elsewhere. But sentiment and confidence would surely be
tested.

Apart from that, we believe the SA recovery story remains
intact, and is being driven by a set of factors unique to
SA — policy reform, absence of loadshedding, a cyclical
recovery and higher growth as the country rebuilds after
a lost decade. We will delve into this in more detail at our
year-end Insight seminar.

What we have not spoken about in the commentary above is
the rising geopolitical risk associated with a second Trump
presidency. There is no doubt that Trump will alter America’s
foreign policy stance. That may well have implications

“‘Witness the surge in Bitcoin to
over $80,000 since the election!
Gold should be a similar
beneficiary.”

for the conflicts in the Middle East and Ukraine. It may
also stoke the embers of other, “dormant” conflicts. Russia
has wasted no time in pronouncing its support for China’s
position on Taiwan since the
election. Unfortunately, the
world may enter a far more
unpredictable period. A more
selfish US foreign policy,
coupled with a looming debt
mountain in that country
(61% of the US’s national
debt requires refinancing in
the next four years) might also
make investors flee US assets
and seek safe alternatives. Witness the surge in Bitcoin to
over $80,000 since the election! Gold should be a similar
beneficiary.*

In conclusion, there is never a dull moment in either markets
or global politics. Change is afoot, but this is really just a
continuation of some of the bigger trends that have been
unfolding for a few years now. As always, there is no need
for knee jerk reactions. Diversified portfolios underpinned
by strong balance sheets and cashflows will never go out
of fashion.

*Please note that our licence conditions prevent us from
investing in crypto on behalf of clients.

Donald Trump has returned to the White House with consequences for the entire world affecting trade, defence, geopolitics and
much more .
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Topic: Outlook for 2025. Is that
SA Story Intact?
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The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty)
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021)
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571,
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.
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