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What is Happening Right Now?

Trump Has Glossed Over High Prices. ~ How Trump Tariffs Are Shaking Up Markets
Republicans WOl‘l'y It Wﬂl COSt Them. WS5J's Take On the Week co-host Telis Demos is joined by Chad Bown, a senior fellow at the

The president talks more often about federal workers, diversity Peterson Institute for International Economics, to talk about how the Trump administration’s tariff
programs and foreign policy than the price of eggs policies could affect companies and markets. Photo: WSJ How C]_imate Change Puts the
. Safety of Drinking Water at Risk
Global Shares Fall After Renewed U.S. Tariff Threats Spook Investors 57 8
) i o ) Wildfires, floods, intense heat, droughts, and other extreme events fueled by climate
Markets responded to Trump's warning that the U.S. plans to impose an additional 10% tariff on change are threatening water systems in the U.S. and around the globe. Experts
imports from China, as he confirmed that 25% tariffs on products from Canada and Mexico will go warn of the i”‘;;ﬁi’;f:f:i”:’{;Z:;’Zf;ig’;‘;’:j;‘“d to improve
ahead.
Worries Mount That Trump Agenda Is Testing Economy’s Resilience A majority of Americans
While it's too soon to tell if growth is in trouble, “soft” survey data and markets show growing are worried about the
concern. Trump administration’s
Economic issues top the public’s list of national prospeCts
concerns - including the role of money in politics U.S. to Hit Chinese Ships With  Canada Says New Economic and Security Partners Needed Due to U.S.
% wwho say is a very big problem in the country today PO]_i Shiﬂ
Hefty Port Fees &y
The role of money in politics 72 Foreign Minister Melanie Joly said Canada needs more intelligence sharing and cooperation on
The affordability of health care 67 defense from countries “we are not that close to.”
Infiation =3 Rising temperatures, drought conditions helping fuel  How Much Do Tariffs Raise Prices?
The federal budget aefieit - wildfires across the country Lots of factors determine how much of a tariff is ‘passed through’ to

customers. We break it down.
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Executive Summary

Our investment strategy focuses on real assets and essential

gy commo.dities, posijtigning our pqrtfolio to benefit from inflation
_@_ Strategy protection, geopolitical uncertainty, and long-term
Nd/ infrastructure trends. The selected ETFs offer diversification
v across key economic sectors that are resilient to market

fluctuations and macroeconomic shifts.

With an expected annualized return of ~9%, standard deviation of
M ~10% , a low beta of 0.38, and correlation of 0.4 with equities, this
Performance . L L . . L
strategy provides diversification benefits, inflation protection, mitigate
downside risks and ensure resilience in uncertain market conditions.

Buy — Market Mavericks recommends allocating $50,000
towards this strategy

!e! Recommendation
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Rationale #1- Tariffs + Supply Chain

Figure 2: Attention to tariffs across news articles has already surpassed 201872019

1. Impact of Tariffs on Global Supply Chains S tions in news articles (rolling 50 day)
and Inflation
o Financial Times on Tariffs Disrupting

Global Supply Chains: The Financial
Times reports that President Trump’s
recent tariffs on Canada, Mexico, and
China have caused significant
disruptions in global supply chains,
leading to increased costs for businesses
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a nd CO n su me rs. Source: Blai(l-z;:ck System:ic::l\iith data froinOlDS;w Jones aszzfz:ebruary 2022:21 - o o o
. . Business impact of tariffs reflected in conference calls
o Wall Street Journal on Tariffs Fueling UR——
Inflation Concerns: The Wall Street e o) a1 =
. . . Q22018 m £7% 25%
Journal highlights that the new tariffs A — —
are expected to raise consumer prices, aszore [ 33 26%
contributing to inflationary pressures in a2 2019 266 30%
. 53%]
the U.S. economy. aazone &5 =
wzors | 200 2%
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tariff impact breakdown across global stocks (%)
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Rationale #1- Tariffs

Trade policy uncertainty (TPU) Index

US announced tariffs increase on List 3 ———>

a0 US Section 232 steel and aluminum tariffs —j
US ends steel and aluminum
tariff exemptions for EU, CA, MX
200
2024
election
cycle (as of
US TPP withdrawal —> 10/1724)
150
2016 election decision —> l
100
50
0
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

B Enthusiastic [ Optimistic Pessimistic [l Afraid

pecemoer 2024 % 2%
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Rationale #2- Climate Change

2. Climate Change & Water Security
o UN World Water Development Report:
The United Nations' report predicts a
40% global water shortfall by 2050,
emphasizing the need for investments
in water purification, desalination, and
conservation technologies.

o

& water crisis /

-=demand 1
o Extreme weather events and ~—availability 1
e . . . -=demand 2
geopolitical tensions are driving ~availability 2

volatility in agricultural commodities like

wheat, rice, and soybeans. Example: The

2024dr0ught|n SOUth Amel.'lca Caused 1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050
a 15% spike in global soy prices.

clean water availabilitry and demand
[arbitrary units]
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Rationale #3- Al Boom

3. U.S. Spending Boom

o Artifical Intelligence and its impact : The Al boom is likely to significantly increase demand for certain
commodities, particularly industrial metals like copper and water, leading to potential price rises due to the
high energy consumption required to power Al systems and the need for more advanced materials in chip
manufacturing

o CNBC on Infrastructure Spending and ETFs: CNBC analyzes how the infrastructure bill boosts ETFs
focused on water resources and clean energy, directly benefiting funds like PHO and DBC.

Trump announces a $500 billion Al infrastructure

investment in the US  TSMC Poised to Announce $100 .
Billion Investmentin US Plants = Apple will spend more than

$500 billion in the U.S. over
the next four years

The robots haven't taken over yet, but Al
investments are powering more of the

American economy The Golden Opportunity for American Al
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Rationale #4- Inflation

4. Inflation Trends & Commaodity Supercycle IMF: Inflation to Remain
o Federal Reserve Data on Inflation and Elevated Until 2025
Supp'y Chain Constraints: The Federal Estimated/projected year-over-year change in average
’ . consumer prices in the United States and the Euro area
Reserve's research paper discusses how B
supply chain constraints have contributed to
recent inflationary pressures, highlighting 8% $O e
the role of real assets as hedges against » Euro area
such uncertainties.
4%
o Bloomberg on Rising Commodity Demand: » —
Bloomberg reports on the increasing
demand for commodities driven by gIObaI 0%72021 2022 2023 2024 2025 2026 2027 2028
supply chain constraints, energy market Source: IMF World Econormic Outlook October 2023
volatility, and trade disruptions. statista ¥z
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Strategy Design

Origin

This strategy was developed to address market uncertainty, inflationary pressures, and the need for
diversification. Given the fund's current equity concentration, adding commodities provides a hedge
against macroeconomic risks. With historically low correlation to stocks, commodities enhance risk
reduction and portfolio stability.

Goal

The strategy aims to enhance resilience, reduce volatility, and improve risk-adjusted returns by
diversifying into broad commodities (DBC), agriculture (DBA), gold (USG), and water infrastructure
(PHO).

Outcome

Lo

This strategy provides an expected ~7% annual return, Standard deviation of ~10%, beta of 0.3, and
0.4 correlation with equities
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All Weather Portfolio (AWP)

The All Weather Portfolio is an investment portfolio whose
purpose is to perform well under different economic
environments. Because of this mandate, the portfolio consists of
55% U.S. bonds, 30% U.S. stocks, and 15% hard assets (Gold +
Commodities).

We took inspiration because this mixture performs well under the
four economic environments highlighted by Ray Dalio:

o Rising prices (inflation)

o Falling prices (deflation)

o Rising growth (bull markets)

o Falling growth (bear markets)

During periods of rising prices, commodities and gold tend to do
well and during periods of falling prices, bonds tend to do well.
During periods of rising growth, stocks tend to do well and during
periods of falling growth, bonds tend to do well.

Rising

Market
Expectations

Falling

Growth Inflation
Stocks Commodities
Gold
Bonds Bonds
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AWRP: not the Strongest Return...

VAL
* Al Weather Portfolio (P:510355) Level % Change 161.6%
60/40 Portfolio (Rebalanced Annually) (P 483246) Level % Change 240.7%
o SPDR® S&P 500® ETF Trust (SPY) Price % Change 273.0%
ﬂrm

Jul1,2024,6:47 PMEDT Powered by YCHARTS
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...BUT has Smaller Drawdowns

& All Weather Portiolio Level % Change ® All Weather Portfolio Level % Off High
60/40 (SPY/TLT) Level % Change 60/40 (SPY/TLT) Level % Off High
® S&P 500 Level % Change
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Historical Context

Key Historical Examples:

1. 1970s Stagflation & Oil Crisis
o During the 1973-74 oil embargo, the stock market collapsed, and inflation

Historical context: soared. However, commodity prices surged, particularly oil and gold.
o . . ) o Investors turned to gold and energy commodities as protection against

Investing in commodities during a bearish rising prices and economic stagnation.

market is a strategy rooted in historical 2. 2008 Global Financial Crisis

market cycles and economic downturns.
Commodities—such as oil, gold, agricultural
products, and industrial metals—have long
been considered inflation hedges and safe-
haven assets when equities decline.

o Equities plunged, but gold and agricultural commodities outperformed as
investors sought tangible assets with intrinsic value.

o The U.S. dollar weakened, pushing commaodity prices higher, reinforcing
their role as a hedge.

3. 2020 COVID-19 Market Crash & Recovery

o The initial crash in March 2020 caused a sharp dip in oil and industrial
metals, but gold rallied to record highs as a safe-haven asset.

o Asthe economy rebounded, commodities surged, with oil, metals, and food
prices rising due to supply chain disruptions and stimulus-driven demand.
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ETFs Selection

DBC: Invesco DB Commodity Index Tracking Fund (40%)
DBA: Invesco DB Agriculture Fund (20%)
USG: United States Gypsum Corporation (30%)

PHO: Invesco Water Resources (10%)

David Eccles
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Why We Picked these ETFs

commodity were Returns and Expense Ratio.

T Our Pick Industry
Return Expense Ratio | Avg Return Expense Ratio
DBA 4.09% 0.93% 1.80% 1.70%
DBC 7.15% 0.77% 3.74% 0.71%
USG 14.11% 0.45% 9.30% 0.80%
PHO 10.71% 0.60% 8.98% 0.96%

« Two most important criteria we looked at while deciding which ETF to pick for particular
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DBC (Invesco DB Commodity Index)

« Commodities as an Inflation Hedge & Economic Uncertainty Buffer

o Broad commodity exposure across energy, metals, and agriculture, making it an
effective hedge against inflation and supply chain disruptions.

o Why Now? Despite inflation, commodities remain a strong play due to geopolitical
risks, energy market fluctuations, and potential central bank pivots.

o Risks: Futures-based exposure means potential price impacts due to contango and
backwardation.

2
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DBA (Invesco DB Agriculture Fund)

* Food Inflation & Agricultural Resilience

o Agricultural commodities have inelastic demand, making them a solid hedge against
food price spikes driven by supply chain shocks, climate change, and geopolitical
events.

o Why Now? Persistent El Nino effects, grain export restrictions from major producers
(Russia, Ukraine), and rising global food demand.

o Risk: Weather patterns and government policies (subsidies/tariffs) can impact
performance.
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USG (USCF Gold Strategy Plus Income)

« Gold as a Defensive Asset & Income-Generating Hedge

o Unlike GLD (pure gold play), USG combines gold exposure + an options overlay to
generate yield, making it a more stable alternative to traditional gold holdings.

o Why Now? If market volatility rises or rate cuts accelerate, gold remains a strong
hedge. USG provides stability and income generation in uncertain conditions.

o Risk: If gold prices surge rapidly, GLD may outperform USG since USG’s options
strategy limits upside gains.
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PHO (Invesco Water Resources ETF)

« Water Scarcity, Long-Term Infrastructure Growth & Al boost

o Water is an essential infrastructure asset with low correlation to equities, making it
a great diversification tool.

o Why Now? Increasing investments in water purification, desalination, and
infrastructure due to rising scarcity and population growth. Also, with advancement
in Al, datacenters are becoming ever more pervasive and need ever-more energy to
operate. They also need to build water cooling towers to cool the massive racks of
servers they have set up in giant warehouses.

o Risk: Unlike commodities, PHO invests in water-related companies (utilities,
technology firms), making its returns more dependent on corporate performance
than raw water prices.
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Quantitative Reasoning

Correlation with SPY
Corrolat SPDR _DBA __PHO _DBC _ Use Weights Returns |Std Dev  |Beta Allocation
orretation DBA 50| 4.00%  12.12% 033 12500
i:i“ ;'gg Sig g'fz g'; g'gi PHO 10%| 10.71%|  17.50% 0.78 5000
oHO 0'89 0'15 1'00 0'04 0'23 DBC 35%|  7.15%|  17.26% 0.37 17500
' ' ' ' ' USG 30%| 14.11%|  14.34% 0.31 15000
DBC 019059 0.041.00 030 3C Strat 100%| 8.83%|  10.70% 0.38 50000
USG 026 0.34 023 030 1.00 rategy A Seen P ‘
Period Return (C) = Return (A) a* B* o* Max DD* Sharpe* Correl
10yr 3C 118.25% 8.83% 0.15% 0.38 10.7% -15.60% 0.40 0.4
10yr SPY 239.7% 15.5% - 1.00 17.6% -33.7% 0.36 1.00
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3C Performance over 10 Years

Portfolio Growth

340,000

535,000

530,000

525,000

520,000

Portfolio Balance (5}

$15,000

510000 /_/\._..—__

35,000
Jan 2016 Jul 2016 Jan 2017 Jul2017 Jan 2018 Jul 2018 Jan 2019 Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Jan 2022 Jul 2022 Jan 2023 Jul 2023 Jan 2024 Jul 2024 Jan 2025
Year
— 3C Macro Strategy SPDR S&P 500 ETF Trust

O Logarithmic scale [ Inflation adjusted
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3C Strategy vs SPY Drawdown

Drawdowns
0.0% v— \/—\ NS — T \/—\/_ ——
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ear
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3C Macro Strategy UP vs. Down Trend

3C Macro Strategy vs. SPDR S&P 500 ETF Trust

Occurrences
Market Type Above Benchmark Below Benchmark Total % Above Benchmark
Up Market 23 ] 18 29%
Down Market 29 3 2 91%
Total 22 o8 110 47%
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3C Return vs. Benchmark

Return vs. Benchmark

3C Macro Strategy vs. SPDR S&P 500 ETF Trust
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Effect on the Portfolio

Active Weights Before Active Weights After
a2 gy 2% 1% wGDDY  mPEP
1% CBRE META
=UBER =0
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u PLTR » AXON
= UAL = TPL
e 4% DOCU WSM
9% AAPL " ET
3%  GEV u HIMS
3% KGS LTH
= RCL = SPOT
o 2% 20 ® TRGP s UAL
1% ; VST AAL
0% \ ALK = CCL
3% % »‘ = DAL = CHWY
5% u ATAT = COLB
’ / S mFLS = HQY
0N i = IDCC ® IMAX
o 0% // | \ 3% ik MGNI ROAD
1% 0% / VCTR = VSEC
Q@ 1% 0%_ = BSM = CHRD
o% 0% h 5 CIVI = CNX
0% 2% % = CQP u CRC
0% 0% 1% 2% 2% 0% / = CTRA cVX
2% B % / GPOR LNG
2% 0% PBF = XOM
A% 6L 7 = INGR n JAZZ
2% 1% 1% 19 2 Z N 1w PPC THC
2% 1y 19 \1% 1% — % /e = DBC u DBA
19 | 1%| [1% 1% \-1% ' 0%—" 0%/ 1% _ 1% 106 ‘ S e " USG = PHO
S 195 1060% \ 194 0%_ 1% 1% 1% L1% 0% -
2% 0 o

Portfolio Exp. Return St. Dev* Beta* Sharpe Ratio* Idio. Risk*
Existing 22.92% 9.15% 0.99 2.01 2.51%
Adjusted 22.12% 9.28% 0.95 1.90 2.12%
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Summary & Recommendation

Strategy Merits

‘ * Diversification & Risk Reduction - With a low beta of 0.38 and a correlation of 0.4 with equities, the strategy enhances
portfolio stability and minimizes reliance on stock market performance.

‘ * Inflation & Economic Hedge -> Commodities historically perform well during inflationary periods and macroeconomic
uncertainty, helping protect the portfolio from rising prices and geopolitical risks.

* Lower Volatility & Drawdowns = By reducing exposure to equities, the strategy helps mitigate large market drawdowns,
ensuring a smoother return profile.

* Underperformance in Equity Bull Markets - If stock markets continue to rally without inflationary pressures, commodities
may lag, leading to a lower overall return compared to a stock-heavy portfolio.

‘ * Prolonged Commodity Weakness - In a deflationary or low-growth environment, commodity prices could stagnate or
decline, reducing the effectiveness of the strategy and leading to underperformance.

Action Plan

é] Buy — Market Mavericks recommends allocating $50,000 towards the CCC Strategy
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Sources

e https://www.bloomberg.com/news/articles/2024-03-26/commodities-will-rally-when-the-fed-cuts-rates-invesco-
says?embedded-checkout=true

« https://www.federalreserve.qov/econres/feds/files/2023075pap.pdf

« https://www.wsj.com/articles/ukraine-conflict-triggers-chinas-food-insecurities-11646744329
« https://www.ft.com/content/2e1dab61-0f1a-4e11-abfa-3dc2cb070500

« https://www.ams.usda.gov/sites/default/files/media/AccesstoFertilizerRFI.pdf

» https://www.taurus-fin.com/blog/assets-performance-during-1970-1980

« https://www.investopedia.com/articles/economics/08/1970-stagflation.asp

 https://www.dlt.com/blog/2025/01/06/ai-water-10-ways-ai-changing-water-industry

« https://www.nber.org/system/files/working_papers/w14521/w14521.pdf
» https://www.elibrary.imf.org/view/journals/022/0049/002/article-A011-en.xml

» https://futures.stonex.com/blog/gold-and-the-global-financial-crisis-of-2008

» https://markets.businessinsider.com/news/commodities/commodities-shock-stagflation-fear-oil-prices-food-metals-1970s-bis-
2022-5

e https://www.wsj.com/articles/history-shows-little-impact-from-tariffs-on-inflation-analyst-says-4db2a7a4

* https://www.wsj.com/livecoverage/stock-market-today-pce-inflation-data-01-31-2025/card/here-s-how-high-inflation-could-go-under-
trump-s-proposed-tariffs-FaV2gZx31keaVnkfJDwH
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