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Executive Summary

The U.S. advanced its April 2™ “Liberation Day” tariffs, signaling more than a policy shift. This marked
a structural change in how global trade, capital, and compliance are managed. It is no longer a
temporary disruption. It is a lasting environment that challenges sourcing strategy, capital planning,
organizational structure, and risk posture.

Leading firms are responding in real time. They are securing procurement terms, reassessing location
strategies, deepening compliance, reviewing insurance and financial coverage exposure, and aligning
financial planning with evolving trade risks. These are notisolated actions. They reflect a broader shift
toward agile, integrated, and resilient operations.

Today, there is a distinct competitive advantage for those who have aligned their people and
processes to respond quickly and decisively to future policy shifts.

Tariffs & Trade: Spotlight on Q2 Volatility

A wave of new tariffs, delayed actions, and shifting investigations introduced extreme
volatility, with no clear direction for operators to follow.

Asia-to-U.S. shipping rates swung sharply as companies scrambled to time shipments
around new tariffs, disrupting inventory and procurement strategies.

Audits, classification reviews, and de minimis restrictions increased, forcing companies to
strengthen internal controls and legal preparedness.

Leading firms responded quickly, adjusting sourcing, logistics, compliance, and liquidity
strategies to stay ahead of Q3’s continued volatility.
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Q2 was defined by reversals. A planned tariff hike under IEEPA was delayed. New duties were added
to steel, aluminum, and copper, with threats of 200 percent tariffs on pharmaceuticals. The result
was volatility with no clear direction, making it harder for global firms to plan.

The Fed took a cautious stance. With trade uncertainty feeding into mixed inflation signals, the
central bank held rates steady and signaled no urgency to move.

Q2 2025: Trade Actions Summary — Executive Orders & Investigations ®

Date Type Action Description
April 1 Section 232 Investigation Phqrmaceutlgals & Evalyatlnghnatlonal security risks frqm
Active Ingredients foreign reliance on drug supply chains
STICEME EIETS & Assessing supply chain vulnerabilities
April 1 Section 232 Investigation Semiconductor - °SSINg Supply .
. in critical chip technologies
Equipment
ey . . .
April 2 Executive Order 14257 "Liberation Day" Tariffs Imposed 18 76 A,.ta'rlffs. O I (2l
country-specific tiering introduced
April 2 Executive Order 14256 Closure of DelMlnlmls Ended dl_Jty-free treatment for low-
Loophole (China) value Chinese e-commerce imports
. . Temporary Flat Tariff Replaced some tariffs with a 10% flat
Aprll® ElEtiive Qe 14266 Framework rate for 90 days, excluding China
. . — Processed Critical Targeted imports of refined lithium,
i) 2z SEEHE 2o [[esiE el Minerals & Derivatives cobalt, and rare earth elements
Medium- and Heawy- Investigated whether truck imports
April 22  Section 232 Investigation y weaken domestic manufacturing
Duty Trucks & Parts .
capacity
May 13 Section 232 Investigation Corr_wmermal Aircraft, Jet Focused_on pro'_cectlng aerospace and
Engines, & Components defense industrial base
June 3 Executive Order 50% Metal Tariffs Doubled steel and aluminum tariffs

(unnumbered)

under Section 232
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Q2 2025: SE Asia to US West Coast and East Coast Container Spot Rates

As trade policy shifted, supply chains were caught in the crossfire. In April, companies canceled
shipments in anticipation of new tariffs, only to reverse course weeks later when those tariffs were
paused. Container rates on Asia-to-U.S. routes surged, then fell just as quickly.

The volatility disrupted routing, inventory planning, and freight procurement, which left operators to
make high-impact decisions with limited visibility.
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Navigating Volatility: What Leading Operators Are Doing Right

While many struggled to react, the most effective operators responded with clear strategy, speed,
and cross-functional discipline. Across our portfolio, four themes define the edge:

e Proactive Diversified Procurement
Teams are expanding supplier networks and securing forward coverage to limit exposure to
pricing shocks, trade actions, and sourcing delays.

e Working Capital Discipline
Inventory is being repositioned and right sized in sync with tariff timelines. Liquidity planning
is tightly aligned with operations and cost forecasting.

e Compliance Readiness
Experienced trade professionals are helping firms stay ahead of shifting classifications,
audits, and enforcement actions. Those investing in personnel are gaining both control and
cost advantage.

e Strategic Logistics Contracts
Operators are rethinking contract terms to buffer against rate swings and warehouse
constraints. Indexed and hybrid structures are replacing rigid deals to preserve both cost
and service stability.
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Looking Ahead to Q3: Volatility Persists

Volatility is expected to persist into Q3. Tariffs on copper, pharmaceuticals, and IEEPA-related goods
are scheduled to take effect in August. Additional Section 232 investigations may introduce new
duties on vehicles, aircraft parts, and critical minerals. Customs enforcement is also likely to intensify,

particularly around transshipment and country-of-origin claims.

This environment will place growing strain on freight networks, widen inventory imbalances, and
increase costs for import-reliant businesses.

The most effective operators are not waiting for clarity. They are acting early by aligning capital,
contracts, and internal capabilities to stay ahead. In a landscape defined by rising tariffs, regulatory
ambiguity, and transportation imbalances, the winners will be those who execute with speed,
precision, and agility.
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About ZCG

ZCG is a leading, privately held global firm with approximately $8B of AUM* comprised of three dynamic, cross-disciplinary platforms:
private markets asset management, business consulting services, and technology development and solutions.

ZCG has a global team comprised of approximately 400 professionals. The company is headquartered in New York, with affiliate offices
located in Pune and Mumbai, India, and Riyadh, KSA. For more information on ZCG, please visit www.zcg.com.

Disclaimer

These materials contain information that is general in nature and accordingly has been prepared without consideration of the
investment objectives, financial situation or particular needs of any particular investor. Investors should consider whether the behavior
of these investments should be tested under assumptions different from those included in these materials. The assumptions underlying
the information presented in these materials may be modified from time to time to reflect changed circumstances. ZCG has not
undertaken to independently validate the accuracy of information provided by third party sources and is not responsible for any
inaccuracies in the data provided. Past performance is not indicative of future results. The information set forth in these materials is
strictly confidential and is provided for informational and discussion purposes only. No representations or warranties as to such
information are given or implied. The information set forth in these materials is not intended to be, and shall not be regarded or
construed as, a recommendation for a transaction or investment, financial or other advice of any kind, nor as constituting or implying
any commitment whatsoever, including without limitation an offer to purchase, sell or hold any security investment, loan or other
financial product, or to enter into or arrange any type of transaction. The information provided herein may not be reproduced,
distributed, or disclosed, in whole or in part, to any third party without the prior written consent of ZCG.

*AUM is Gross Pro-Forma as of 6/30/2025. References to total “assets under management” or “AUM” represent assets managed by
Z Capital Group (“ZCG") and its affiliates. The methodology for calculating AUM includes (i) the enterprise values and the leverage of
the portfolio companies, (ii) undrawn capital, (iii) the collateralized loan obligation vehicles, (iv) net asset values of open-ended vehicles
and (v) other asset values owned and/or managed by ZCG affiliates. The calculation may not be consistent with regulatory definitions.
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Sources

1 White House Presidential Actions (https://www.whitehouse.gov/presidential-actions)

2 Freightos Baltic Index (https://fbx.freightos.com)
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