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The Supreme Court Strikes Down IEEPA Tariffs. And
The Market Braces For NVIDIA's Earnings Update.

Maijor U.S. stock averages finished higher last week, with the S&P 500 Index back
in the green for the year. However, last week’s Supreme Court decision to strike
down President Trump’s reciprocal tariffs likely complicates the trade environment
from here, while NVIDIA’s earnings report this week could play a significant role in
how major averages trade over the near term.

Last week in review:

e The S&P 500 Index gained +1.1%, while the NASDAQ Composite advanced
+1.5%. The Dow Jones Industrial Average and Russell 2000 Index rose
+0.3% and +0.7%, respectively.

e U.S. Treasuries finished mixed, the U.S. Dollar Index moved higher, Gold
settled higher, and West Texas Intermediate (WTI) crude jumped +5.5% on
rising U.S./Iran tensions.

e Q4 U.S. GDP rose just +1.4%, much weaker than the +4.4% pace seen in
Q3. The weaker growth was largely attributable to the government shutdown,
while consumer and business spending in the prior quarter remained solid.

e December core PCE inflation, the Fed’s preferred measure, came in hotter
than expected (+3.0% annualized) due to rising goods prices (partly a
function of tariffs), and remains well above the Fed’s +2.0% target.

e Preliminary looks at February manufacturing and services activity showed
both measures remained in expansion, though U.S. business activity grew at
its slowest pace in ten months.

e The U.S. Supreme Court ruled that President Trump’s reciprocal tariffs were
unlawful.

The Supreme Court strikes down President Trump’s IEEPA tariffs

On Friday, the Supreme Court ruled that President Trump’s use of the International
Emergency Economic Powers Act (IEEPA) to enact sweeping tariffs across the
world starting last April was unlawful. Simply, the Court said the emergency law
does not give the President authority to impose reciprocal tariffs, nor does it
authorize the IEEPA duties tied to his fentanyl and border emergency actions. U.S.
Customs and Border Protection previously reported that $133.5 billion had been
collected under IEEPA as of mid-December 2025, accounting for about 67% of the
tariffs collected in fiscal year 2025. However, the Court offered no direction on how
companies will be reimbursed for these tariffs. Notably, the Supreme Court ruling
does not unwind tariffs imposed under other statutes, including Section 232 and
Section 301 programs, leaving about 40% of all existing tariffs in place, including
on steel, aluminum, autos/parts, solar panels, and some China-related goods.

The White House’s response was swift and immediate. Trump announced a new
15% global tariff under Section 122 of the Trade Act of 1974, in addition to existing
duties. However, unlike IEEPA, Section 122 has limitations. The Section caps
tariffs at 15% and limits them to 150 days unless Congress extends them and
requires the tariffs to be applied on a nondiscriminatory basis, which reduces the
administration’s flexibility compared to the previous IEEPA framework. In parallel,
the administration signaled it would likely initiate new Section 301 investigations as
a pathway to more targeted tariffs, while emphasizing that Section 232 and
existing Section 301 tariffs remain in force.



In our view, the more immediate shift in tariff uncertainty is how ongoing trade pressures will manifest in the economy and
corporate profits over the coming months and quarters, based on the Court’s ruling. Notably, the President’s inability to
use the IEEPA tariff lever moving forward removes his most open-ended trade tool. Yet the administration was also
prepared for this ruling and quickly pivoted to Section 122 as a stopgap measure to buy time to employ its tariff strategy
under other Sections that appear more legally binding. However, it's worth noting that the Court’s decision last week does
not remove tariff uncertainty and may, in turn, dampen investment in some sectors as the White House seeks new and
untested avenues to advance its trade agenda. With only a five-month global tariff in place and future trade barriers
contingent on investigations, businesses must continue to navigate a fluid and uncertain global landscape. In our view,
companies will remain cautious about capital spending and supply chain decisions in the interim, outside of Al-related
investments.

Bottom line: The Congressional Budget Office estimated that the full scale of Trump’s tariffs was on track to bring in
roughly $300 billion a year, which was an offset to the country’s continued deficit spending. Despite numerous studies,
including one from the New York Federal Reserve last week, stating that U.S. consumers and businesses have
shouldered the vast majority of the tariff costs, investors should expect the White House to find new ways to replace as
much of that revenue as possible through other means. Thus, the tariff uncertainty continues with even less visibility
moving forward.

The market braces for NVIDIA's earnings update

Since the end of last year, Technology trade, particularly around artificial intelligence, has shifted from “show me the
promise” to “show me the money”. Until late 2025, investors were broadly comfortable paying up for the largest Al
platforms and hardware suppliers, on the assumption that demand would easily outstrip supply for the foreseeable future.
In our view, that assumption largely remains intact, but the market’s tolerance for “spend now, benefits later” has
tightened sharply this year, particularly against rising Al disruption fears. A simple way for investors to see this shift is
through changes in market performance and leadership. For example, performance across Information Technology has
cooled significantly since late December, and investors are increasingly rewarding companies that can show near-term
cash generation and margin control alongside profit growth. Thus, the current earnings season has produced mixed stock
reactions across mega-cap Tech. Although results have often been good enough on revenue and earnings relative to
expectations, some Tech stocks have still struggled when management teams lay out enormous capital spending plans
(e.g., Alphabet and Amazon) or when margin guidance implies that the Al buildout will pressure near-term profitability and
free cash flow.

So, there stands the setup ahead of NVIDIA’s earnings report on Wednesday, which will likely play as the most influential
report for broader markets this entire earnings season. NVIDIA'’s results and outlook this week should provide a direct
read-through on a key question inside the Al narrative right now: Are hyperscalers and large enterprises converting their
aggressive Al infrastructure spending into near-term GPU and networking orders at the pace the market has been
discounting? NVIDIA’s size, influence, and results will very likely amplify how investors view the answer to this question.
Notably, the stock has become a large holding across the S&P 500 and the NASDAQ Composite, as well as growth
allocations, which means its post-earnings move should influence sentiment well beyond the company and the
semiconductor sector.

Similar to prior quarters, the bar for NVIDIA'’s results and outlook on Wednesday is very high. According to FactSet, the
chipmaker is expected to see roughly $65-$66 billion in revenue and about $1.50 a share in earnings for the prior quarter,
implying another solid quarter of annualized growth. That said, investors will be looking for results that “surpass”
expectations, accompanied by guidance that keeps the growth trajectory moving higher. Investors will also want to hear
commentary from CEO Jensen Huang that reinforces that the supply chain and product ramps are supporting, not
constraining, the company’s trajectory for growth. Importantly, we believe data center demand has to remain strong, and
management needs to describe order patterns in a way that suggests spending is broad-based across hyperscalers and
not overly dependent on a small set of near-term deployments and companies.

Additionally, execution on next-generation platforms, like Rubin, needs to give investors’ confidence that the company is
on track with deployment schedules and that lead times are manageable. Finally, profit margin metrics could carry
increasing influence this earnings season. Investors have shown they are willing to look through heavy spending in Al if



they believe the payoff is visible and durable, but they have also demonstrated they will punish companies on any hint that
pricing power is slipping or that costs related to ramping up supply are becoming a headwind.

Bottom line: NVIDIA'’s results and message this week must reconcile two realities simultaneously: it needs to show that
it's profitably benefiting from extraordinary Al demand today, probably above consensus estimates, while also
demonstrating it can continue to successfully manage an industrial-scale manufacturing ramp not often seen in history.
How investors reconcile these two realities could very likely dictate how the stock and broader averages perform post
results. Given that the current market environment has shifted from celebrating the Al theme to auditing it, company
results across Technology, including from Broadcom on March 4, will likely carry increasing weight as the cycle moves
forward this year.

The week ahead:

e Along with NVIDIA’s earnings report on Wednesday, key retail reports from The Home Depot (Tuesday), Lowe’s
(Wednesday), and TJX (Wednesday) will also be closely watched. Earnings from Salesforce, Intuit, and Autodesk
could also capture the market’s attention this week.

e The economic calendar includes February consumer confidence on Tuesday and the January Producer Price
Index on Friday.

e President Trump delivers his State of the Union address on Tuesday at 9pm EST.
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These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to
invest directly in an index. Past performance is not a guarantee of future results.
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Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be
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The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector.

The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq
Stock Market.

The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index
is owned and maintained by Dow Jones & Company.

The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger
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