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Key Messages

1.

The Supreme Court of the United States (SCOTUS)
struck down the Trump administration’s reciprocal
tariffs. Over the weekend, President Trump already
executed a new plan to reimpose tariffs, increasing
global tariffs by 10% under Section 122.

The Supreme Court decision and the outlook for
tariffs. The Supreme Court of the United States struck
down the Trump administration’s reciprocal tariffs in a
6-3 decision, ruling that the International Emergency
Economic Powers Act (IEEPA)'s authorization of
“regulation” of trade did not allow for its taxation. They

2. In our view, the potential for less-than-full IEEPA did not address refunds. Lower courts will have to
tariff replacement or more consumer-friendly tariff  getermine how this will work. This decision may also
composition tilts inflation risks to the downside and call into question the future of trade deals that the
economic growth risks to the upside. administration had previously struck with other

3. The biggest mispricing appears to be for bond yields as countries.
the Supreme Court decision poses a significant risk to Over the weekend, President Trump already executed a
the US fiscal outlook. We maintain our 12-month  phe plan to reimpose tariffs, increasing global tariffs by
target of 4.25% for the 10-year US government bond  1g9; ynder Section 122. This should slightly decrease
yield. Even if we keep the4.25% assumption, there e offective tariff rate that the US charges, relative to
remains considerable upside from current levels.  jgppp Jevels. These tariffs can however rise over time,
Accordingly, we recommend avoiding longer-maturity 55 section 122 authorizes tariffs of up to 15% for a
US bonds. maximum period of 150 days.

4. We see little reason to change our current stance on

US equities as the decision does not impact our core
thesis. We remain Neutral on the US market as the
S&P 500 should continue to struggle from the capex-
monetization fears induced-underperformance of Al
heavyweights. Within US equities we prefer cyclical
sectors which should enjoy an ongoing tailwind from
earnings and fiscal stimulus.

Y
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The impact on the economy: The potential for less-
than-full IEEPA tariff replacement or more consumer-
friendly tariff composition tilts inflation risks to the
downside and growth risks to the upside. This is our
base scenario at this stage. In the event of full
replacement there would be little change on the
inflation outlook but temporary downward pressure on
economic growth.
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Higher risks for the US bond markets: The biggest
mispricing appears to be for bond yields. The elevated
level of fiscal stimulus—driven by both likely large
tariff refunds (about USD130bn over time, we
estimate) and potentially lower tariffs moving
forward—poses a significant risk to the US fiscal
outlook. We believe IEEPA tariffs amounted to roughly
0.6 % of GDP annually, and their removal would make
an already challenging fiscal outlook even more
precarious.

In such an environment, it is difficult to justify the
recent 4% yield level on the 10-year government bond.
The potential GDP growth is estimated at around 1.80%
with a 2% inflation target. To that we must add a bond
risk premium, estimated at0.5%. That is why we
maintain our 12-month target of 4.25% at this stage.
The risk that the bond premium will rise further is
high. Even if we keep the 4.25% assumption, there
remains considerable upside from current levels (see
chart below). Accordingly, we recommend avoiding
longer-maturity US bonds.

CHART 1: BOND YIELD OUTLOOK
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USD outlook unchanged: The repeal of IEEPA should,
in theory, be USD-negative for three reasons. First,
with a key revenue stream adversely affected,
investors are likely to once again question the
sustainability of the US fiscal deficit and demand a
higher premium to hold USD assets.
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Second, lower tariffs reduce the incentive to invest in
the United States, which should be reflected in a
weaker USD valuation. Third, lower tariffs should
bolster global trade and growth. Regarding the yield
differential, we still expect the Fed to cut rates twice,
while the ECB should remain on hold. The recent
stronger-than-expected US employment data and the
fact that the core personal consumption expenditure
inflation rate has remained higher than expected
have somewhat lowered the probability of those rate
cuts by the Fed. We will monitor this closely.

Little impact on equities:

The equities clearly breathed a sigh of relief on
Friday after the SCOTUS-ruling on tariffs was
announced. This relief was somewhat short-lived
though as markets quickly realized that the ruling
might not change much in the near term and will
rather increase uncertainties again. Donald Trump is
not known for avoiding a fight or giving up easily.
Indeed, over the weekend he imposed a 15% global
tariff on foreign goods under Section 122 (increased
from 10%) which will take effect on 24 February. The
new announcement will keep overall tariffs broadly
unchanged. Since they're limited to 150 days
however, companies are now confronted with fresh
uncertainties. The details of the final tariff-landscape,
most likely involving Sections 232 and 301, are
unclear and subject to great uncertainties. It is too
early to judge what this might mean for corporate
investment decisions but it is unlikely to encourage
companies to accelerate them. Another area of
vagueness concerns the question about potential
tariff refunds. Since the SCOTUS has not decided on
that question, legal disputes will continue as those
companies affected by the tariffs are trying to recoup
as much as USD 170 billion in tariffs they've already
paid. While we don't predict the eventual outcome of
those cases, we would note that the runway towards
a final decision is likely to be long.
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An anticipated decision? Looking at the companies
most affected, we feel that sector wise it was

CHART 2: BASED ON PERFORMANCE, THE RULING WAS

HARDLY A SURPRISE

Materials, Industrials and Consumer Discretionary.
However, with the decision announced, the outcome 20 2
appears already well reflected in US equity markets. 15 1,6
Year-to-date, Industrials and Materials have 10 1.2
significantly outperformed broad indices. Indeed, price 5
action from Friday seems to confirm that narrative as 0 - o N l o8
the market was led by US mega caps while tariff repeal -5 04
beneficiaries lagged. -10 0
No changes in equity allocations: We see little reason &z&\% .Qgg’\%\& @c§§ %°§c9° &.’5\%@ @Q
to change our current stance on US-equities as the & \3%@ %%g'& %%@
decision is not impacting our core thesis, which we
discussed in the latest Equity Focus titled ,Who needs s—TRR ytd (%, Ihs) 20th Feb26 (%, rhs)
to be afrAID. We remain Neutral on the US market as
the S&P 500 should continue to struggle from the
capex monetization fears-induced underperformance
of Al heavyweights. Within US equities we prefer
cyclical sectors which should enjoy an ongoing
tailwind from earnings and fiscal stimulus.
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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