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Lay of the Land: The New Congress

» Senate: 53 Republicans, 47 Democrats (including 2
Independents).

— Confirmation hearings for Cabinet nominees dominating schedule.

= House of Representatives: Republicans begin with a 218-215
margin (two vacancies).

— Rep. Elise Stefanik (R-NY) will resign from House once she is confirmed as
UN Ambassador, creating a third vacancy.

— Republicans will have a one-seat 217-215 margin until April.
— Razor-thin margin will be a major headache for Republican leaders.
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Key Issues for the Economy and Investors

» Fed monetary policy

= Tariffs

= Immigration

= Taxes

= Debt Celling

« Government spending/deficit reduction
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Federal Reserve
= January 2025 meeting: Fed holds rate steady 4.25-4.5%.

— Follows rate cuts at final three meetings of 2024.
— Statement notes that “inflation remains somewhat elevated.”

= Powell: Fed waiting to see what policies are enacted by Congress
and their impact on economy.
= Next meeting March 18-19.

— Odds of no rate cut in March are 84.5%.*
— Market is anticipating 1-3 rates cuts in 2025.

* CME FedWatch tool, 2/4/2025.
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2025 Policy Outlook: Tariffs

= A cornerstone of Trump’s campaign.
— President has considerable authority to impose tariffs.
- 10-20% across-the-board tariff on all imports; 60% on Chinese imports.

— But...broad tariffs likely to spark a global trade war that could impact
economic growth, raise costs for Americans and increase inflation.

= Early executive orders show restraint.
= Departments ordered to study trade situation and report by April 1.
— Trump iImposes tariffs on Canada and Mexico, then pauses them.
- 10% tariffs on China; China retaliates.
— Trump sees tariff threats as part of a negotiating strategy.
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2025 Policy Outlook: Immigration

= Another pillar of Trump’s campaign.
— Series of executive orders on border security and immigration policy.
— Logistics of mass deportations will be daunting.

= Uncertain impact on economy.
— Estimated 10-11 million illegal immigrants - 8.3 million are working.

— Industries that depend heavily on immigrant workers - agriculture,
construction, hospitality — could be most impacted.
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What is “Budget Reconciliation?”

= Parliamentary process used to pass major tax and budget bills
when one party has control of Congress.

— Bills can be approved by simple majority in both House and Senate.
— Cannot be filibustered in Senate.

— Provisions can be struck if they don’t have budget impact.

« Commonly-used process.

— 2017 (Republicans): Tax Cuts and Jobs Act.
- 2021 (Democrats): American Rescue Plan.
— 2022 (Democrats): Inflation Reduction Act.

= 2025: Wll there be one gigantic bill that combines most of
President Trump’s policy priorities, or two bills?
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2025 Policy Outlook: Taxes

= Gigantic tax fight looms in 2025, when 2017 tax cuts expire.

— Lower iIncome-tax rates.

— Higher standard deduction.

— Higher exemption amount for estate tax.
— Dozens of other provisions.

= Most, If not all, expiring provisions are likely to be extended.

= Price tag is steep: Estimated $4.6 trillion over 10 years*.
— Shorter extension (4 years?) is possible.

* - Source: Congressional Budget Office
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2025 Policy Outlook: Taxes

= What about all the Trump campaign proposals?
— Corporate tax cut.
— End taxation of tip iIncome.
— End taxation of overtime hours.
— No taxes on Social Security benefits.
— Make interest on auto loans tax deductible.
— State and Local Tax Deduction (SALT) cap.
— Capital gains and dividends.
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2025 Policy Outlook: Debt Celling
= Debt celling suspended in mid-2023 until January 2, 2025.

— US cannot accumulate more debt until debt limit is raised.
— Treasury started “extraordinary measures” to prevent default on January 21.
— Congress will have to raise debt ceiling by mid-2025.

= Debt ceiling vote will be tricky In an all-Republican Congress.
— Trump wants debt ceiling off the table for remainder of his term.
— 71 House Republicans voted against debt ceiling increase in 2023.
— A handful of Republicans have NEVER voted for a debt ceiling increase.
— Could be attached to emergency aid for California wildfire victims?

= Expect market volatility as US approaches potential default.
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2025 Policy Outlook: Government Spending

= Current government funding agreement expires March 14.

— Congress must pass an extension or the 12 appropriations bills to avoid a
government shutdown.

» Department of Government Efficiency (DOGE).
— Effort headed by Elon Musk.
— Scaled back initial promises of cutting $2 trillion; $1 trillion would be “epic.”
— Change in initial vision: Instead of an outside agency making
recommendations, small teams will be embedded in every federal agency.

= Why deficit reduction is hard: Members of Congress are all for
cutting government spending as long as It doesn’t affect their
constituents.

hhhhhhhhhhhhh



12

2025 Policy Outlook: Cryptocurrency

= Significant momentum toward creating regulatory framework for
digital assets.

— Presidential Working Group on Digital Asset Markets.
— Senate and House now both have a Subcommittee on Digital Assets.
— SEC Working Group on Digital Assets.

« Key goals:
— Regulatory clarity: Who (SEC? CFTC?) is in charge?
- Investor protections.
— Study creation of a national digital asset stockpile.

hhhhhhhhhhhhh



Change Is a feature of today’s politics

Change in Control of House, Senate and/or White House
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Markets and the Political Parties

Dow Jones Industrial Average Performance
(3/4/1901-12/31/2024)

When US government has: Annualized Galin

Democratic

Democratic
Democratic
Republican
Republican
Republican

President, Republican Congress
President, Split Congress
President, Democratic Congress
President, Republican Congress
President, Split Congress

President, Democratic Congress

9.1%

11.2%

7.0%
7.3%
-2.0%
2.4%

9.7%

4.8%
33.8%
226% <4
11.3%
17.8%

Source: Charles Schwab, ©Copyright 2024 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All Rights Reserved. See NDR Disclaimer at
www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo/. For illustrative purposes only. Index figures assume dividends and

distributions were reinvested. Index figures do not include trading and management costs, which would lower performance. Indexes are unmanaged, do not incur
management fees, costs and expenses, and cannot be invested in directly. Data as of December 31, 2024. Past performance is no guarantee of future results.
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Markets have historically rewarded long-term investors

regardless of the presidential party
Growth of $1 (1961 - 2024)
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Source: Schwab Center for Financial Research with data provided by Morningstar, Inc. The chart above shows the growth of $1 invested in a hypothetical portfolio that
tracks the Ibbotson US Large Stock Index on January 1st, 1961. January returns in inauguration years are assumed to be under the party that is being inaugurated.

Returns include reinvestment of dividends and interest. The example is hypothetical and provided for illustrative purposes only. It is not intended to represent a specific
investment product. Indexes are unmanaged, do not incur management fees, costs, and expenses and cannot be invested in directly. For more information on indexes

please see Schwab.com/IndexDefinitions. Past performance is no guarantee future results.
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Markets have historically rewarded long-term investors

regardless of the parties in Congress and the White House
Growth of $1 (1961 - 2024)
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Source: Schwab Center for Financial Research with data provided by Morningstar, Inc. The chart above shows the growth of $1 invested in a hypothetical portfolio that
tracks the Ibbotson US Large Stock Index on January 1st 1961. Blue areas represent periods when there was a Democratic president, and Democrats had a majority in

both chambers of Congress. Red areas represent periods when there was a Republican president, and Republicans had a majority in both chambers of Congress. Purple
areas represent periods when there was some combination of both parties as president or the majority party in Congress. January returns in inauguration years are

assumed to be under the party that is being inaugurated. Returns include reinvestment of dividends and interest. The example is hypothetical and provided for
illustrative purposes only. It is not intended to represent a specific investment product. Indexes are unmanaged, do not incur management fees, costs, and expenses

and cannot be invested in directly. For more information on indexes please see Schwab.com/IndexDefinitions. Past performance is no guarantee future results.
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Staying invested has historically been the best course of action
Growth of $10,000 (1961 - 2024)
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Source: Schwab Center for Financial Research with data provided by Morningstar, Inc. The above chart shows what a hypothetical portfolio value would be if an
investor invested $10,000 in a portfolio that tracks the Ibbotson US Large Stock Index on January 1st, 1961 under three different scenarios. The first two scenarios are
what would occur if an investor only invested when one particular party was president. The third scenario is what would occur if an investor had stayed invested

throughout the entire period. Returns include reinvestment of dividends and interest. The example is hypothetical and provided for illustrative purposes only. It is not
intended to represent a specific investment product. Indexes are unmanaged, do not incur management fees, costs, and expenses and cannot be invested in directly.

For more information on indexes please see Schwab.com/IndexDefinitions. Past performance is no guarantee of future results. shg
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Important Information

The policy analysis provided by the Charles Schwab & Co., Inc., does not constitute and should not be interpreted as an endorsement of any political party.

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or personalized investment advice. The
investment strategies mentioned here may not be suitable for everyone. Each investor needs to review an investment strategy for his or her own particular situation before making any
investment decision.

All expressions of opinion are subject to change without notice in reaction to shifting market conditions. Data contained herein from third-party providers is obtained from what are
considered reliable sources. However, its accuracy, completeness, or reliability cannot be guaranteed.

Examples provided are for illustrative purposes only and not intended to be reflective of results you can expect to achieve.

The information and content provided herein is general in nature and is for informational purposes only. It is not intended, and should not be construed, as a specific recommendation,
individualized tax, legal, or investment advice. Tax laws are subject to change, either prospectively or retroactively. Where specific advice is necessary or appropriate, individuals should
contact their own professional tax and investment advisors or other professionals (CPA, Financial Planner, Investment Manager) to help answer questions about specific situations or
needs prior to taking any action based upon this information.

Investing involves risk, including loss of principal.

Past performance is no guarantee of future results, and the opinions presented cannot be viewed as an indicator of future performance.

Certain information presented herein may be subject to change. Neither the presentation nor any information or material contained in it may be copied, assigned, transferred, disclosed,
or utilized without the express written approval of Charles Schwab & Co., Inc. (“Schwab”).

International investments involve additional risks, which include differences in financial accounting standards, currency fluctuations, geopolitical risk, foreign taxes and regulations, and
the potential for illiquid markets. Investing in emerging markets may accentuate these risks.

All names and market data shown above are for illustrative purposes only and are not a recommendation, offer to sell, or a solicitation of an offer to buy any security.
Schwab does not recommend the use of technical analysis as a sole means of investment research.

Digital currencies [such as bitcoin] are highly volatile and not backed by any central bank or government. Digital currencies lack many of the regulations and consumer protections that
legal-tender currencies and regulated securities have. Due to the high level of risk, investors should view digital currencies as a purely speculative instrument.

Please note that this content was created as of the specific date indicated and reflects the author’s views as of that date. It will be kept solely for historical purposes, and the author’s
opinions may change, without notice, in reaction to shifting economic, business, and other conditions.
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Important Information

Environmental, social and governance (ESG) strategies implemented by mutual funds, exchange-traded funds (ETFs), and separately managed accounts are currently subject to
inconsistent industry definitions and standards for the measurement and evaluation of ESG factors; therefore, such factors may differ significantly across strategies. As a result, it may be
difficult to compare ESG investment products. Further, some issuers may present their investment products as employing an ESG strategy, but may overstate or inconsistently apply ESG
factors. An investment product’s ESG strategy may significantly influence its performance. Because securities may be included or excluded based on ESG factors rather than other
investment methodologies, the product’s performance may differ (either higher or lower) from the overall market or comparable products that do not have ESG strategies. Environmental
(“E”) factors can include climate change, pollution, waste, and how an issuer protects and/or conserves natural resources. Social (“S”) factors can include how an issuer manages its
relationships with individuals, such as its employees, shareholders, and customers as well as its community. Governance (“G”) factors can include how an issuer operates, such as its
leadership composition, pay and incentive structures, internal controls, and the rights of equity and debt holders. Carefully review an investment product’s prospectus or disclosure
brochure to learn more about how it incorporates ESG factors into its investment strategy.

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or
Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Neither Bloomberg nor Bloomberg’s licensors approves or endorses this material, or guarantees the accuracy or
completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall
have any liability or responsibility for injury or damages arising in connection therewith.

Indexes are unmanaged, do not incur management fees, costs, and expenses and cannot be invested in directly. For more information on indexes, please see
schwab.com/indexdefinitions.

©2025 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. (0225-P9ME)
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