Tariffs and the U.S.

Economy: Two

Sides of the Coin

Tariffs have once again taken center stage in US.
economic policy. Whether you see them as a
necessary defense mechanism or an expensive self
inflicted wound, there’s no denying they shape how
businesses operate, how much consumers pay, and
how markets react.

With new tariffs in 2025 covering everything from
steel and semiconductors to electric vehicles and
everyday appliances, we're in the middle of a real
time economic experiment. Let's take a clear eyed
look at both sides of the argument.

The Case For Tariffs: Protectin
Domestic Industry and Nationa
Security

Supporters of tariffs argue that they are long
overdue, especially in a global environment where
some countries heavily subsidize their own
industries, manipulate currencies, and operate under
very different labor and environmental standards.

1. Reviving Domestic Manufacturing

Tariffs can level the playing field for US.
manufacturers. By making imported goods more
expensive, they give domestic producers a shot at
competing in markets where theyve long been
priced out. This can lead to job creation, revitalization
of industrial hubs, and reduced dependence on
foreign suppliers particularly critical in industries like
semiconductors, defense, and energy.
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2. Strategic Independence

The COVID-1? pandemic and subsequent
supply chain disruptions exposed the risks of
over reliance on other countries, especially for
critical goods. Tariffs, in this context, are seen not
just as economic tools but as national security
measures. Encouraging domestic production of
essential goods may carry short term costs but
could build long term resilience.

3. Bargaining Tool in Trade Negotiations

Tariffs are also used as leverage. When the U.S.
imposes them, it pressures trading partners to
come to the table. This may lead to better trade
agreements with fairer terms, more intellectual
property protections, and increased market
access for American businesses abroad.

The Case Against Tariffs: Costs,
Inflation, and Global Retaliation

Critics of tariffs argue that while the intention
might be patriotic, the execution often harms
the very people its meant to help: American
consumers and businesses.

1. Tariffs Are Taxes on Americans

Although tariffs are imposed on foreign goods,
the costs are typically passed on to consumers
and businesses in the U.S. That bed frame made
with imported steel? It just got more expensive.




That small business sourcing parts from overseas?
Their margins just shrunk. For many industries,
domestic alternatives either don't exist or are much
more expensive.

2. Higher Inflation, Slower Growth

Tariffs can contribute to inflation by increasing the
price of imported goods and parts. In a high interest
rate environment, adding more inflationary pressure
forces the Federal Reserve to keep borrowing costs
elevated longer, which slows economic growth and
business investment. Some estimates suggest that
current tariffs could shave close to 1% off GDP over
time.

3. Retaliation and Global Tensions

Other countries rarely sit idly by. When the US.
imposes tariffs, it often triggers retaliation hurting
American exporters like farmers, tech firms, and
automakers. Over time, this can spiral into full blown
trade wars, hurting global cooperation, reducing
export competitiveness, and fragmenting global
supply chains.

Investors should recognize that tariffs in the short
term raise costs, hurt growth, and squeeze margins.
However, in the long run it can also bring back jobs
and economic growth to the US. True long term
investors fare best by sticking with companies that
have durability, pricing power, and clear business
moats.

In the short run, volatility will persist as tariffs shift and
headlines flit. In the long run, compounding remains
kihg and great businesses prosper despite
economic crosswinds.
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What this means for you as an
investor

 Focus on the long term. Tariffs won't crush all
growth American ingenuity, especially in
tech and Al, will continue to create lasting
value.

« Expect volatility but don't panic. Market
corrections tied to trade headlines are
usually short lived. Maintain your discipline
and avoid reacting emotionally.

« Own quality. Inflation and margin pressure
hit lower quality, debt laden companies
hardest. Prefer strong balance sheets,
pricing power, and resilient sectors.

« Diversify geographically. With U.S. economic
growth slowing and currency volatility rising,
having diversified holdings can help mitigate
risks.

« Watch the Fed. Inflation sticky above target
could delay rate cuts investment planning
should assume higher for longer rates until
early 2026.

Remember, Trade tensions may grab the
headlines, but they dont change our core
investment philosophy. If youd like to discuss
how current events may be affecting your
financial plan, or want to review opportunities in
this shifting environment, let's schedule a time to
talk.
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