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EXCESSIVE OPTIMISM ON WALL STREET
It's time once again to reduce risk in U.S. equities

After the shock of April 2nd and the subsequent collapse of the
markets, the “relief rally” that developed on the announcement of
the 90-day postponement of the infroduction of “reciprocal” tariffs
is now probably running out of steam. The 12% rebound on the
S&P500 is in danger of crumbling in the face of a new reality that is
beginning tfo materialize at US ports, on production lines and on
department store shelves. With the Port of LA estimating a 40%
drop in traffic, major US companies are warning that tariffs are
dlready affecting them. The deceleration in GDP (-0.3%) heralds a
recession that is set fo intensify in May and June, but recent US
inflation figures also seem to reflect the negative effects of the
tariffs. As a result, the risks of stagflation are growing, and the Fed
alone cannot remedy the situation. To date, tariffs have indeed
been raised by +10% for most countries, while tariffs on Chinese
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products appear to have had a profound impact on import
volumes and value chains. Uncertainty thus remains extremely high,
while Trump's room for maneuver seems reduced. It's time to start
worrying again about the lack of policy solutions, while the Fed will
without doubt stick to its guns on May 7th. In our view, the situation
in the United States is no better today than it was on the eve of April
2nd. And yet, stock market indexes have shown unfailing optimism,
lifting share prices above their end-of-quarter levels. In this context,
having suggested participating in this powerful ‘“relief rally”,
we now recommend faking the profits generated by this decision
and reducing equity exposure again, as we suggested on February
24th 2025.
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