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Financial markets and analysts are anxiously awaiting cabinet and agency appointees by the incoming
administration, which shape policy and the possible direction of various sectors. Among pending proposals
and legislations are additional tariffs on imports from China, Mexico and Canada, extension of the Tax Cuts
and Jobs Act, cryptocurrency, deregulation, and new tax cuts.

Sentiment regarding tariffs and inflationary pressures abated somewhat when the Treasury Secretary
nominee was announced, Scott Bessent, who is not an advocate for tariffs. The nomination of Bessent also
stoked enthusiasm among the bond market as a proponent of reducing the federal deficit and curtailing
government spending.

The digital currency market, also known as the crypto market, responded to the nominee to head the
Securities and Exchange Commission (SEC) Paul Adkins, who is an advocate of the crypto evolution. Some
analysts see possible implications for the dollar, taxes, federal regulations, Treasury bonds, and gold, as the
use of cryptocurrency is introduced to the markets and the economy.

A Federal Reserve survey found that rising personal insolvencies and delinquencies are forcing banks to
keep lending standards tight even with rate cuts. Consumers are also taking on debt at a slower rate as the
cost of borrowing remains elevated. Economists and analysts are expecting to see changes in lending
requirements as proposed deregulation initiatives take affect with the incoming administration.

The Fed is expected to stay on track with its gradual rate reduction trajectory, carefully tracking inflation
and the job market. Any uptick in inflation or labor market weakness might prompt the Federal Reserve to
slow or pause its rate reduction objectives.

Equity indices rallied higher as sentiment and valuations rose in anticipation of broad deregulation and
economic stimulus policies. Alleviated corporate taxes as well as initiatives surrounding expansion and
domestic capital investment stirred investor confidence.

China is actively ignoring trade sanctions against Iran by buying oil from the sanctioned country. The
Chinese Ministry of Foreign Affairs, without commenting specifically on oil purchases, said its trade with
Iran is reasonable and legal. Sanctions have been imposed to curb Iran’s nuclear proliferation program and
aggression towards neighboring countries.

Proposed new tariffs on imports from Mexico and Canada, might amount to the unraveling of the North
American Free Trade Agreement (NAFTA), which was created in 1992. Since its establishment, products
from Canada and Mexico have entered the U.S. completely free of any tariffs. Proposed tariffs are
increasingly becoming an apparent negotiating tactic with countries that have a trade deficit with the
United States.
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