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Since the tariff announcement on April 2, markets have experienced significant volatility. The
tariffs were much higher than expected, which caught investors off guard. This led to intense

buying and selling as markets grappled with fast-moving headlines.

After the announcement, tariffs increased for some countries and were delayed for others.
Overall, tariff levels are considerably higher than before. At one point, the S&P 500 fell by over
20% from its recent high, entering bear market territory. However, it has since recovered and is
now about 12% below its all-time high. The market’s future trajectory remains uncertain and

largely depends on how policymakers react in the coming weeks and months.

The scale of the tariffs sent shockwaves through financial markets. In total, the new measures
amount to over $620 billion—about 2% of the U.S. economy—making it possibly the largest tax
increase in modern history. Economists now think a recession is more likely and have increased

their inflation forecasts, causing more market turmoil.

However, the sharp rise in Treasury bond yields ultimately forced the administration to
recalibrate. Concerned about the rising cost of debt service, the focus shifted to targeting China
specifically, while some tariffs on other countries were delayed by at least 90 days. While this
adjustment did not significantly alter the overall dollar amount of tariffs, markets welcomed the

change in tone and direction, prompting a relief rally.

This remains a fluid and fast-changing situation. Higher tariffs will likely persist in some form. The
long-term effects are unknown, but consumers are expected to face higher prices in the short
term, and the risk of an economic slowdown has increased. Much now depends on the actions of

the President, the Federal Reserve, and Congress.

The Fed may offer some support by cutting interest rates, but its ability will depend on how
inflation evolves. So far, Chairman Powell has been hesitant to commit to rate cuts. Meanwhile,
Congress is working on tax-cut legislation. Because the tariffs are so impactful—-enough to
effectively negate the corporate income tax—lawmakers have room to provide substantial relief

for both businesses and consumers. These policy decisions will be critical to watch.
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We expect continued market volatility as investors react to ongoing developments. While most
sectors have been affected, quality is beginning to stand out amid the chaos. We believe the best-
positioned companies are those with pricing power, resistance to tariffs, innovative capabilities,
strong leadership, and products or services essential to daily life. These businesses are more likely

to weather the current storm and emerge stronger.

Thanks,
Preston May, CBE® | Research Analyst

Donaldson Capital Management, LLC, is a federally registered investment adviser under the Investment Advisers Act of 1940. Registration as an investment adviser does not imply a certain
level of skill or training. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. Information in these
materials are from sources Donaldson Capital Management, LLC deems reliable, however we do not attest to their accuracy.

This is prepared for informational purposes only. It does not address specific investment objectives, or the financial situation and the particular needs of any person who may receive this
report.

An index is a portfolio of specific securities, the performance of which is often used as a benchmark in judging the relative performance to certain asset classes. Indexes are unmanaged
portfolios and investors cannot invest directly in an index. An index does not charge management fees or brokerage expenses, and no such fees or expenses were deducted from the
performance shown. Past performance is not a guarantee of future results. The mention of specific securities and sectors illustrates the application of our investment approach only and is
not to be considered a recommendation by Donaldson Capital Management, LLC.

S&P 500: Standard & Poor's (S&P) 500 Index. The S&P 500 Index is an unmanaged, capitalization-weighted index designed to measure the performance of the broad U.S. economy
through changes in the aggregate market value of 500 stocks representing all major industries.
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