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(CONTINUED ON REVERSE SIDE) 

Tariffs don’t cause infla�on, a las�ng peace comes to the Middle East, and interest rates fall? 

The last six months have provided a strong example of why both individuals and larger organiza�ons should not 

stray significantly from their baseline investment alloca�ons aligned with their goals and risk tolerances. As we 

have said before, emo�ons tend to play a greater role in investment decision making at market extremes. 

However, an investment approach and alloca�on that is developed outside of the emo�on of the moment allows 

for more consistent and be'er long-term investment decisions. As we wrote almost six years ago in ‘Lessons 

Learned’: 

“Usually, the lessons that will help us most as investors are the hardest to learn and prac�ce because 

most useful lessons pertaining to investments are counterintui�ve. One is that ’group decisions’ are 

many �mes poor and late. Both individual securi�es and ac�ve investment strategies go through cycles 

where they outperform and underperform. It is difficult to step up and purchase a security a2er a period 

of underperformance, and it is easy to come up with many jus�fica�ons to purchase a security a2er a 

period of outperformance. Buy high and sell low is the rule followed by most inexperienced, emo�onal 

investors, trend followers, and pure momentum investors. This is not a way to beat the market. Some 

degree of contrarianism is essen�al for significant success. A2er all, the market itself is a dis�lla�on of 

the groupthink of all the par�cipants in the market.” 

In April, it was a strongly contrarian view that tariffs would not cause significant infla�on. Jerome Powell s�ll 

seems to believe it will. Unannualized CPI has averaged one tenth of one percent for the last four months. That’s 

not infla�on. 

It is likely that the ability for the Administra�on to impose tariffs under their chosen statute will be curbed by the 

Supreme Court. Also, countries are coming to the table and unilaterally dropping some of their retaliatory tariffs. 

China has made a deal with the U.S. on rare earth metals, and Canada has dropped their plans for a digital tax on 

U.S. tech company revenues. We reiterate that we believe Trump’s goal is actually lower net tariff levels across 

the world; i.e., freer trade. 

Through the first six months of the year, the U.S. has collected almost $100 billion in tariffs, double the pace of 

2024. Treasury Secretary Sco' Bessent has said that he believes the U.S. could collect $300 billion in tariffs this 

year. That would completely offset the tax incen�ves and other benefits of the Big Beau�ful Bill. Many of the 

business provisions in the bill are very pro-growth, including accelerated expensing of capital investment. If this is 

true, the economic drag of the tariffs would be completely offset by the posi�ve tax law changes. It is also 

accepted among economists that 100% of the burden of the tariff would not be passed on to U.S. companies and 
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consumers; so the net benefit of the new tax law is even greater to the U.S. economy. This net s�mula�ve 

growth policy is probably the only way the U.S. can move towards lower structural deficits. 

As the markets have stayed resilient, the prospect for near-term rate cuts has been pushed back, and 

intermediate Treasury yields have stayed in the mid-4% range. A couple more muted infla�on reports should 

allow the Fed to begin rate cuts, providing another boost to the markets and the economy. It would certainly 

benefit the housing sector, where ac�vity has slowed. Over the last 25 years, we have become accustomed to 

the Fed cuDng rates for dire reasons: market shocks, Covid, and recessions. Now we are in a posi�on for the Fed 

to cut for a posi�ve reason, crea�ng another economic and market tailwind. Muted infla�on and Fed cuts would 

provide for stronger total returns in bond porFolios for the remainder of the year. 

Rising capital investment by businesses, lower rates, and con�nued decreasing infla�on would certainly be good 

for the equity markets. Maybe the markets are telling us that already. Following the sharp bear market in March 

and April, the forward price earnings ra�os on some of the mega caps, including Apple, Amazon, and NVIDIA, are 

at mul�-year lows. That doesn’t sound like an overvalued market. We will be diligent and con�nue to look for 

opportuni�es to improve our porFolios.  

 

‘We are excited to announce that we are launching three exchange traded funds later this year. Throughout 

our history we’ve been commi�ed to finding ways to strengthen our offerings to investors and we feel this is 

the next step in our con nued growth as a firm. Stay tuned for more details as we con nue to work through 

the process of launching these funds later this year.’ * 

 

 

 

 

 
 

 

 

 

 

 

 
 
 
 
 
 
 
*BEFORE INVESTING YOU SHOULD CAREFULLY CONSIDER THE FUND’S INVESTMENT OBJECTIVES, RISKS, CHARGES AND EXPENSES. THIS AND OTHER 
INFORMATION IS IN THE PROSPECTUS, A COPY OF WHICH MAY BE OBTAINED FROM [TELEPHONE NUMBER OR FUND WEBSITE]. PLEASE READ THE 
PROSPECTUS CAREFULLY BEFORE YOU INVEST.  
 
INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN 
FILED WITH THE SECURITIES AND EXCHANGE COMMISSION BUT HAS NOT YET BECOME EFFECTIVE. THESE SECURITIES MAY NOT BE SOLD NOR MAY OFFERS 
TO BUY BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION STATEMENT BECOMES EFFECTIVE. THIS COMMUNICATION SHALL NOT CONSTITUTE AN 
OFFER TO BUY OR THE SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BE ANY SALE OF THESE SECURITIES IN ANY STATE IN WHICH SUCH OFFER, 
SOLICITATION OR SALE WOULD BE UNLAWFUL PRIOR TO REGISTRATION OR QUALIFICATION UNDER SECURITIES LAWS OF ANY SUCH STATE.  
 
AN INDICATION OF INTEREST IN RESPONSE TO THIS ADVERTISEMENT WILL INVOLVE NO OBLIGATION OR COMMITMENT OF ANY KIND.   
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APPROVED FOR DISTRIBUTION TO CLIENTS.   Dana Investment Advisors welcomes any comments to their newsletter and is 

more than willing to discuss or explain any aspect of the letter.  This newsletter is provided for general information only and is not intended 

to provide specific advice or recommendations for any individual or entity.  This is not an offer, solicitation, or recommendation to 

purchase any security or the services of any organization.  The foregoing reflects the opinions of Dana Investment Advisors. 


