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2025.04.11 RPG Markets Update Letter - The Orange Swan Event

Source:X

"The army of millions and millions of human beings screwing in little screws to make iPhones —
that kind of thing is going to come to America." - Howard Lutnick, United States Secretary of
Commerce

Source:X

ETF Ticker Weekly Return 2025 YTD Return
Invesco Nasdaq 100 ETF QQQ 7.51% -10.99%
iShares MSCI Japan ETF EWJ 7.01% -1.91%
SPDR S&P 500 ETF Trust SPY 5.67% -8.62%
iShares Core MSCI Europe ETF IEUR 5.12% 8.48%
iShares MSCI ACWI ex US ETF ACWX 4.47% 2.59%
iShares MSCI Emerging Markets ETF EEM 2.88% -0.17%
iShares MSCI All Country Asia ex Japan ETF AAXJ 2.38% -2.29%
iShares Russell 2000 ETF IWM 1.75% -16.38%
iShares MSCI China ETF MCHI -0.64% 6.02%
iShares Core Global Agg Bond UCITS ETF AGGG -0.92% 3.10%
iShares Core US Agg Bond ETF AGG -2.43% 1.12%

Source: Bloomberg as of April 11, 2025 close. Total return shown.
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‘It was at this point, gentlemen,
that the President decided it
was his plan all along to

VYEVETSe COUTSE.

Dear RPG Readers,

There are too many data points. The story this week is absolutely tariffs, but also, and perhaps
more worryingly, the instability of the US Treasury market. First, it is not clear that US Treasuries
are in free fall. The US Treasury had two Treasury auctions this week. Tuesday’s auction did not
go well (meaning demand was weak and thus the US had to refinance at a higher rate than
anticipated). Wednesday’s auction went well. While the auctions were mixed, across the board
US Treasuries sold off, US interest rates increased. A tenant of the Crazy-Man-Trump
hypothesis is that his erratic tariff policy will purposely cause market pain, such market pain will
force money from equities to the ultimate safety asset: US Treasuries. As the entire world flocks
to US Treasuries, US borrowing rates will fall dramatically and the US will be able to refinance
its debt. As of today, global investors flocked FEROM US Treasuries, and rates went up.
Mad-Genius-plots sometimes take longer than we predict.

Weekly US Treasury Yield Changes as of Apr 04 - Apr 11
0.50%
0.47%
F  0.40% 0.44%
£
2 0.30% :
g 0.28% . 5
5 oz " Tariff Bond |
= ] - /
T 010% pause marke_t
0.06% 3
0.00% J
3 Mo 2¥r 10 ¥r 30 Yr




PG>

Source: US Dept. of Treasury, X

RPG wants US manufacturing. We have written about this since Covid. It is depressing that
Americans still cannot make N-95 masks in the US at scale. The concern we see with instantly
deciding that the US needs to repatriate manufacturing is that the infrastructure, labor, and plan
are non-existent. RPG would have preferred: Step One: spend a few years to build out the labor
and the infrastructure to make American manufacturing great again. Step Two: as soon as
America can go it alone, enact tariffs. (In reality, RPG would be unlikely to enact a punishing
tariff regime.) The United States has the capability to manufacture virtually anything—and to do
it well. What we lack is scale. China’s true genius lies in its ability to scale production at an
unmatched level.

RPG had a call with an RPG client who in one year made 22M hardware products in China.
That client told us that the effort required 30,000+ workers in five factories. The US could do
this, we just don't.

Masochist to Leverage Negation Model

Ability to Endure Pain

=

Owerall Negotiation Leverage

Source: BCA Research, X

As the administration continues its game of Red-Light/Green-Light with tariffs, non-US
participants grow tired, for our French readers, ennui. This ennui has prompted many to doubt
their long term US relationships. Are Americans good partners? “Sure my American friend is a
good guy, but that country is unreliable.” Multiply this concern and money is moving from the
US. It is moving from Treasuries, and then from USD. Tourism shows a similar trend.


https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=2023
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The number of Europeans travelling to the US has cratered under Trump

Year-on-year change in visitors to the US, by country of origin (%)
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Source: International Trade Administration, U.S. Department of Commerce
FT graphic: John Burn-Murdoch / @jburnmurdoch
©FT

In our year-end letter we noted that the US > EU trade had probably run its course. We said go
long the EU, go short the American Bro Culture. That trade, which of course we did not do
(“GDI”), worked.

As global investors run from the US dollar, financing everything in the US has become more
expensive. As we seek to tariff all imports, building everything in the US has become more
expensive. Remember manufacturing requires metals, tools, and machines. The US imports
those. Next, how long would it take to build all this US manufacturing? Probably a few years. Is
there a chance that Trump is not President in 20297 Maybe. And thus, can a company plan a
huge capital expenditure given the whims of US policy?

In 2022, we complained that the US did not build things and that Putin was killing the Green
New Deal as his invasion into Ukraine increased US inflationary pressures. We are at the same
place. Big projects require big vision. The US thinks in four year increments.

We thought Trump was going to kick off a ‘drill, baby, drill’ and ‘build, baby, build’ renaissance?
We did too, but the oil patch has gone silent. The Federal Reserve Bank of Dallas publishes a
quarterly survey on activity in the US oil patch. Here are some grim quotes from the most recent

report (March 26, 2025):

“The company outlook index decreased 12 points to -4.9, suggesting slight pessimism among
firms. Meanwhile, the outlook uncertainty index jumped 21 points to 43.1.”

“Costs increased at a faster pace relative to the prior quarter. Among oilfield services firms, the
input cost index advanced, from 23.9 to 30.9. Among E&P firms, the finding and development
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costs index increased, from 11.5 to 17.1. Meanwhile, the lease operating expenses index rose
from 25.6 to 38.7.”

The front month contract on a barrel of Texas Tea (West Texas Intermediate Oil (WTI)) closed
today at $61.48, down from a high of $80.04 in January. A fall in WTI prices means that new
projects have less positive cash flow. Higher US interest rates mean fewer US oil projects. US
Qil speculation slows. RIP drill, baby, drill’ ! To add even more, as oil prices fall, the US trade
deficit increases because the US is a net exporter of oil! We have to import [metals, tools, etc]
to export!

US Dollar weakness means US inflation (until we make everything with our own inputs in the
United States). The sell off in US Treasury securities, means rates go up, financing is more
expensive. In this scenario, prices continue to rise while economic growth stagnates. AKA
stagflation.

The Trump administration says it wants to make everything in the US and that it wants to build
huge capital projects in the US, but its approach to the tariffs and the US capital markets have

made every form of capital more expensive. Obtusely, all large capital investments come down
to [cash flows]/ [cost of capital] = [yes or no decision]. As the denominator increases, the NOs

win.
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And it is not just us wonks that see this! Some people keep telling us that other people are
re-freaking-out about inflation. In today’s release of the University of Michigan’s hella famous
Survey of Consumers reads: “Year-ahead inflation expectations surged from 5.0% last month to
6.7% this month, the highest reading since 1981 and marking four consecutive months of
unusually large increases of 0.5 percentage points or more.”


http://www.sca.isr.umich.edu/
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RPG does not know anything, but we use the points above to illustrate the complexity of the US
economy. As readers might guess, a single sized trade policy fails to account for the nuance
that is the amazing system of the Global economy.

In the past week, we did not sell equities. We bought more EUR than we could have ever
imagined. We sold US Treasuries, we bought German debt, French debt. All short dated. When
clients wanted to sell US equities, we told them, “if the VIX is over 50, we should probably buy.”
We do not understand why equities traded up so well this week. We are glad they did. The rise
in US Treasuries concerns us and the move in equities seems premature since Trump has not
resolved his stance on China. Yet, perhaps his monumental blink on Wednesday (“another 90
day delay”), hints that eventual China tariffs will not remain 50%, or 104%, or 124% or 145%.

Before Wednesday

Trump's “reciprocal” tarifis announced April 2
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After Wednesday

Suzpended "reciprocal” tariffs ex-China
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Source: RPG, Washington Post

*Rates for Mexico and Canada exclude USMCA-compliant trade. Note: Country rates exclude tariffs on specific
products like steel, aluminum and autos. The average effective tariff rate accounts for these nuances.

Major U.5. Trade Deal Timelines: From Negotiation to Signature
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S&P 500 Index
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Consumer Discretionary -16.85%
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2025 Year to Date S&P 500 Sector Performance (Total Return)

0.00%
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Source: Bloomberg, as of 4/11/2025

YTD Best Performing Companies in the S&P 500

Ticker

% Change

YTD Worst Performing Companies in the S&P 500

Company

Ticker

% Change

CVS Health Corp

Deckers Outdoor Corp

ATE&T Inc
Source: Bloomberg, as of 4/11/2025

EPAM Systems Inc

-36.81%
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Hedge fund managers who voted Trump trying to
reset expectations with their LPs

We'dfall be fine

with.a lot less, right?

Source: HBO, X
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Important Disclosures:

Please remember that past performance is no guarantee of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy,
or product (including the investments and/or investment strategies recommended or undertaken by Resolute Partners Group
[‘RPG]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable,
equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or
prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no
longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information
contained in this commentary serves as the receipt of, or as a substitute for, personalized investment advice from RPG. No
amount of prior experience or success should not be construed that a certain level of results or satisfaction if RPG is
engaged, or continues to be engaged, to provide investment advisory services. RPG is neither a law firm, nor a certified
public accounting firm, and no portion of the commentary content should be construed as legal or accounting advice. A copy
of the RPG’s current written disclosure Brochure discussing our advisory services and fees continues to remain available
upon request or at www.resolutepg.com.

Please remember past performance is not indicative of future results. Certain information herein has been obtained from
third party sources and, although believed to be reliable, has not been independently verified and its accuracy or
completeness cannot be guaranteed. No representation is made with respect to the accuracy, completeness or timeliness of
this document. There can be no assurance that current investments will be profitable. Actual realized returns will depend on,
among other factors, the value of assets and market conditions at the time of disposition, any related transaction costs, and
the timing of the purchase.

As part of our investment advisory services, RPG may provide clients with general investment-related tax advice that is
incidental to our core service of providing investment advice. This incidental tax advice is based on publicly available
information and is designed to support the client's broad understanding of tax implications that could be associated with
various investment decisions.

Please note that this incidental tax advice does not constitute comprehensive tax advice or planning. We strongly
recommend that all clients consult with a professional tax advisor for personalized advice based on their individual tax
circumstances. RPG does not provide tax preparation services, nor do we provide specific tax advice unless explicitly stated
in a separate agreement.

The tax-related information provided by RPG is intended to be accurate and reliable, but we do not guarantee the accuracy,
appropriateness, or completeness of such information. All clients are responsible for verifying and confirming any tax-related
advice provided by RPG with their own tax advisors.

By accepting our investment advisory services, the client acknowledges and agrees that RPG’s advice may involve
tax-related considerations but does not extend to comprehensive tax advice or planning.

RPG will not be responsible for any tax liabilities, penalties, or other tax-related consequences that may result from acting on
any incidental tax advice provided as part of our investment advisory services.

For any queries or further clarification, please contact RPG’s Chief Compliance Officer.

Please Remember: If you are a RPG client, please contact RPG, in writing, if there are any changes in your
personalffinancial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous
recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our
investment advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide
services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least
quarterly) from the account custodian.

Historical performance results for investments, investment indices, benchmarks, and/or categories have been provided for
general informational/comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial
charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the
effect of decreasing historical performance results. It should not be assumed that your RPG account holdings correspond
directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the impact of
taxes; (2) comparative benchmarks/indices may be more or less volatile than your RPG accounts; and, (3) a description of
each comparative benchmark/index is available upon request.


http://www.resolutepg.com/

