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“America First” means headwinds for Germany: higher trade bar-
riers are slowing exports, while increased competition from
China is putting additional pressure on margins. The German
economy must adapt to a changed world order—and opportuni-
ties can only be leveraged with bold reforms.

Donald Trump's trade and economic policy has put Germany in a
very difficult position. The US tariff increases have slowed global
economic growth and are putting pressure on the German busi-
ness model. The situation would probably have been even worse
if, with the exception of China, the US's trading partners had not
refrained from imposing counter-tariffs, thereby preventing a dan-
gerous escalation.

A considerable burden for exporting companies

German exports have been under pressure since Donald Trump
took office. In their joint diagnosis, research institutes estimate
that highertrade barriers will slow down the German economy by
0.2% in 2025 and 0.8% in 2026. In addition to the development of
tariffs, the devaluation of the US dollar and the Chinese yuan has
also had a negative impact. German exports to the US were down
7.4% in the first nine months of this year, and exports to China
were down 12.3% compared to the same period last year. With re-
gard to China, increased competition in the automotive sector has
been a significant factor.
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Negative effects on the German economy are also arising from
companies relocating production capacities, for example to avoid
US tariffs or to take advantage of the competitive advantages of
the US in terms of energy prices. Germany's competitive disad-
vantage due to high energy prices is even greater than before the
Ukraine crisis. Since January 2022, production in energy-intensive
manufacturing sectors in Germany has declined by around 20%.
The impact on jobs and incomes is severe.

The fact that the US is isolating itself even more from China and
some other emerging economies like India and Brazil than from
Europe also has complex implications. The decline in Chinese ex-
ports to the US means that goods are also being diverted to Eu-
rope, where suppliers are gaining market share thanks to falling
prices in the EU and Germany. The already intense competitive
pressure from Chinese suppliers is intensifying further, not only in
domestic markets but also in third markets where German and
Chinese exporters compete.

On the US market, German companies are gaining an advantage
over Chinese competitors, who are subject to significantly higher
tariffs. However, the overlap in the products offered by German
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and Chinese companies in the US market is not particularly sig-
nificant. Unlike Germany, China is strong in the export of low-cost
consumer goods and electronic products to the US, while auto-
mobiles and mechanical engineering play a major role for Ger-
many. The advantage inthe US markets due to comparatively low
tariffs cannot compensate for the increasing competitive pres-
sure from Chinese suppliers on the global markets.

Trade policy continues to pose risks

The future direction of trade and customs policy is of crucial im-
portance for the international business model of the German
economy. Based on the current situation, it is unlikely that ten-
sions will ease and there will be a return to multilateralism and
free trade. The high current account deficitin the US could even
prompt the US government to consider further tariff increases or
trade restrictions. In the fiscal year 2025, the US current account
deficit is likely to be around 4% of gross domestic product, and
according to IMF estimates, it will decline to just 3.5% in 2026.

Higher tariffs will hardly reduce the external trade deficit signifi-
cantly, as the deficitresults from the fact that aggregate demand,
which is being stimulated by the government's highly expansion-
ary fiscal policy, significantly exceeds the level of production in
the US. However, the twin deficits in the US federal budget are
unlikely to change much in 2026. Customs revenues are also
likely to be quickly reused to lower taxes or for transfer payments
to consumers affected by tariffs, rather than being used for fiscal
consolidation.

On the foreign exchange markets, the high US current account
deficitis likely to promote a furtherdownward trend of the US dol-
lar. The US government is unlikely to oppose a devaluation, espe-
cially since it itself criticizes the high capital imports and calls for
significantly lower interest rates, which usually also weaken the
currency. A devaluation of the dollar would further increase the
headwinds for German exports to the US and other dollar coun-
tries. For the US, a devaluation would mean better export oppor-
tunities but also a tendency toward higher inflation.

The consequences of the “America First” policy for the world or-
der

The long-term consequences of Donald Trump's policies are se-
vere. The central elements of the post-war order shaped by the
US are clearly no longer relevant to US policy. The law of the
strongest has replaced the rule of law, and after countless bilat-
eral deals, multilateralismis no longer an option. Trump is pursu-
ing a kind of neo-mercantilism, with tariffsbeing imposed accord-
ing to economic self-interest and political preferences. The US is
allowing its trading partners to pay for its military protection
through high tariffs and concessions.
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The German economy must prepare itself for the continuation of
an “America First” policy. To make things worse, China is striving
for greater economic independence and wants to reduce its de-
pendence onimports. All in all, it is therefore to be expected that
the pace of globalization will remain modest. In addition, the for-
mation of blocs or regionalization is likely to continue, with a
Western alliance led by the US facing off against a bloc of emerg-
ing economies led by China.

Markets are becoming more fragmented and trade within blocs is
intensifying, as can be seenin the case of energy products, raw
materials, and even military goods. For Germany, with its strong
international business, this is not a favorable position. However,
new trade agreements, such as those with the Mercosur coun-
tries or with Asian and Pacific states, could also provide new im-
petus for Germany and Europe.

Disruption also brings opportunities

The question is whether Trump's policies will also have positive
effects for Germany and Europe. It is true that Donald Trump's
“disruptive” policies also create opportunities. In the defense and
security sector, for example, the threatened withdrawal of the US
has triggered a marked change in policy and a strong expansion
of the defense sector in Germany.

It is also clear that Germany and Europe are striving for greater
independence in energy supply and the delivery of raw materials.
This will improve trade relations with other countries. Finally, the
difficult international situation has also increased the focus on
measures to improve the economic competitiveness of Europe
and Germany. However, only a few minor steps have been taken,
such as reducing bureaucracy and improving investment condi-
tions. Farreaching reforms are still pending at both the European
and the national level.

A significant strengthening of growth in Germany and the EUas a
whole would be necessary to ensure that hopes for a stronger
global role for the euro are not disappointed in the future. Con-
trary to expectations, Trump's disruptive policies, which call into
question the free movement of capital and the independence of
the central bank, have hardly increased the euro's importance as
a global currency. The global momentum of the euro, which Ms.
Lagarde recognized a few months ago, has not yet become a re-
ality. Once again, it is clear that Donald Trump's sometimes dis-
ruptive measures do not automatically benefit Europe. It is there-
fore up to us to attract investment capital from abroad and thus
take advantage of Trump's policies.
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Conclusion

Donald Trump's economic policyis a burden on the German econ-
omy. Thisapplies both in the short term and in terms of long-term
changes in the global trading system, with a loss of regulatory
discipline and multilateral orientation. The US economy's resili-
ence to date, which has been positive for European and German
companies, has been achieved at the cost of a highly expansion-
ary fiscal policy and enormous increases in debt.
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Sooner or later, consolidation will be necessary. However, this
policy currently poses risks to returns on global capital markets
and the value of the US dollar. In order to take advantage of the
opportunities presented by the changes in the global economy, it
is crucial for Europe and Germany to increase the competitive-
ness and attractiveness of theirlocations and to secure this with
the broadest possible free trade agreements with important trad-
ing partners.
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Notes on investment strategy - Investment recommendation pursuant to § 85 of the German Securities Trading Act (WpHG) in con-
junction with the German Securities Trading Act (WpHG). Regulation (EU) No. 596/2014

General

The investment strategy and/or investment recommendations (hereinafter referred to as "analyses")
are prepared by LeanVal Research GmbH for information purposes only.

Neither LeanVal Research GmbH nor its employees assume any liability fordamages arising from the
use of theanalyses or their contents or in any other way in connection with them. The analyses do not
constitute an offerorinvitation to subscribe to or purchase any security, nordo they orthe information
contained therein form the basis for any contractual or other obligation of any kind. An investment de-
cision should be made on the basis of aduly approved prospectus or information memorandum and in
no case on the basis of the analyses. Investors should seek the advice of an investment adviser in
making their investment decision. In this respect, the analyses cannot assume an advisory function.
The opinions, estimates and forecasts contained in the analyses are solely those of the respective au-
thors. They are date-related, not necessarily the opinion of LeanVal Research GmbH and may change at
any time without prior notice.

The information and evaluations (“Information”) reproduced here are primarily intended for clients of
LeanVal Research GmbH in Germany. Should the original recipient forward the analysis, he/she is
obliged to do so in compliance with existing regulations and laws and no obligation of LeanVal Research
GmbH towards a third party arises from this. In particular, the information is notintended for clients or
other persons domiciled or resident in the United Kingdom, the United States or Canada and may notbe
passed on to such persons orimported into or distributed in these countries. Distribution of the Analyt-
ics in other jurisdictions may be restricted by law and persons into whose possession the Analytics
come should inform themselves about and comply with any restrictions. Any failure to comply with
these restrictions may constitute a violation of applicable securities laws. Reprinting, redistribution, and
publication of the analyses and their contents in whole or in part are permitted only with the prior written
consent of LeanVal Research GmbH.

Information sources

All analyses are prepared on the basis of data from a data provider as well as from generally accessible
sources ("information”) that LeanVal Research GmbH considers to be reliable. However, LeanVal Re-
search GmbH has not verified the accuracy or completeness of the Information and assumes no liability
forthe accuracy or completeness of the Information. Possible incomplete orincorrect information does
not justify any liability of LeanVal Research GmbH for damages of any kind, and LeanVal Research
GmbH is not liable for indirect and/or direct damages and/or consequential damages. In particular,
LeanVal Research GmbH assumes no liability for statements, plans orother details contained in these
analyses with regard to the investigated companies. Although the analyses are compiled with all due
care, errors or incompleteness cannot be excluded. LeanVal Research GmbH, its shareholders, corpo-
rate bodies and employees assume no liability for the accuracy or completeness of the statements,
assessments, recommendations derived from the information contained in the analyses. Data source
for all historical prices is Morningstar and LeanVal Research.

s y of the valuation fundamental

The valuations underlying the investment recommendations for stocks analyzed by LeanVal Research
GmbH are based on generally accepted and widely used methods of fundamental analysis, such as the
DCF model, peer group comparisons, NAV valuations and - where possible - a sum-of-the-parts model.
The calculated scores (Value, Quality, Stabilty, Growth) are the result of a proprietary model of LeanVal
Research GmbH. They result from the comparison of fundamental key figures of the quantitatively an-
alyzed company in relation to comparable companies within a sector (or region). Information on the
general approach can be found at www.leanval.investments. The absolute target price and the associ-
ated absolute assessment (undervalued, neutrally overvalued) are determined using a forward-looking
DCF or ROIC (return on invested capital) method. Estimates of future eamings serve as the basis for
this. The eamings estimates are either based on a consensus or are made by LeanVal Research GmbH
itself.

Updates

Therecipients are not entitled to the publication of updated analyses. LeanVal Research GmbH reserves
the right to update analyses without prior notice. A regular update of this document is not intended.

Compliance

LeanVal Research GmbH has taken internal organizational and regulatory precautions to avoid conflicts
of interest in the preparation and dissemination of financial analyses. In particular, there are internal
information barriers that prevent analysts from accessing insider information. Compliance is monitored
by the Compliance Officer.
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Expl ion of ther dati y

The relative assessment is based on the various scores of the individual companies in the areas of
Value, Quality, Stability, Growth and Momentum which are compared with the average scores of the
overall market and/oralso with the respective sectors. The companies are ranked on ascale from 0 to
100. From this, the three ratings "unattractive" (0 to 30 on the scale), "neutral’ (31 to 70 on the scale)
and "attractive” (71 to 100 on the scale) are derived. The relative assessment can change at short notice
due to the high complexity of the scores and the multiple interdependencies between the companies
analyzed.

LeanVal Research GmbH's rating system for absolute valuation comprises the ratings "undervalued’,
“fairly valued"and "overvalued". Therating of a share is based on the expected return forthe next six to
twelve months. The expected retum is composed of the prognostic change in the share price and the
expected dividend yield. Changes in the discount factor or projected cash flows can lead to significant
changes in the target price.

Rating system of the absolute valuation

Buy Potential > +15%
Hold Low upside and downside potential
Sell Potential <-15%

Conflicts of interest

In the financial analyses, circumstances or relationships that could give rise to conflicts of interest be-
cause they could jeopardize the impartiality - of the employees of LeanVal Research GmbH who pre-
pared the analysis, - of LeanVal Research GmbH as the company responsible for the preparation or of
companies affiliated with it, or - of other persons or companies working for LeanVal Research GmbH
and contributing to the preparation, must be disclosed. Information on interests or conflicts of interest
that must be disclosed exists in particular if

1. significant shareholdings (= shareholding > 5 % of the share capital) exist between the above-
mentioned persons or companies and the issuers who are themselves or whose financial in-
struments are the subject of the financial analysis,

2. the above-mentioned persons or companies manage financial instruments which themselves
ortheir issuers are the subject of the financial analysis on amarket by placing buy or sell orders
(market making/designated sponsoring),

3. the above-mentioned persons or companies have been involved in the management of a con-
sortium foran issue by way of a public offering of such financial instruments which are them-
selves or whose issuers are the subject of the financial analysis within the previous twelve
months,

4. the above-mentioned persons or companies have been bound by an agreement on services in
connection with investment banking transactions with issuers who are themselves or whose
financial instruments are the subject of the financial analysis within the previous twelve months
or have received a service or a promise of service from such an agreement within this period,
insofar as no confidential business information is affected by the disclosure of this information,

5. the above-mentioned persons or companies have entered into an agreement with issuers, who
themselves or whose financial instruments are the subject of the financial analysis, forthe prep-
aration of the financial analysis,

6. the above-mentioned persons hold management or supervisory board mandates with issuers
whose financial instruments are the subject of the financial analysis, or
7. the above-mentioned persons or companies have any other significant financial interests in re-

lation to the issuers whose financial instruments are the subject of the financial analysis.
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