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Introduction

As Donald Trump takes office for his second and final term, his administrative policy agenda and political timeline carry
significant implications for financial markets. With the clock ticking on a potentially limited window for legislative action,
the focus will be on delivering bold reforms that could reverberate throughout the economy and stock market. Key
policies and proposals that have surfaced in the last two days include historic tax cuts, new tariffs, and federal workforce
reduction.

Trump’s ability to execute this agenda hinges on the 2026 midterms, which history suggests could shift power away from
Republicans. This two-year window heightens urgency and market sensitivity to policy development. Investors will want to
closely monitor legislative progress, geopolitical developments, and market responses as Trump seeks to solidify his
legacy. This intersection of bold reforms and political constraints promise a period of heightened market activity,
opportunity and uncertainty.

Above: Trump, at Capital One Arena, signing
executive orders in front a live audience shortly
after being sworn in office.
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Above: Attendees at Trump's Inauguration - Mark
Zuckerberg ($META), Lauren Sanchez (Eyes up
here, Zuck), Jeff Bezos ($AMZN), Sundar Pichai
($GOO0G), Elon Musk ($TSLA)
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Abstract

The term "Trump Trade" describes the financial market's response to policy initiatives, statements, and broader economic
trends under President Trump. Characterized by both significant market gains and increased volatility, the "Trump Trade"
presents a mix of opportunities and risks that investors must navigate carefully. Looking forward, as new policies and
trends emerge, the potential impacts on the stock market over the next four years demand a closer examination.

Opportunities

Further Corporate Tax Cuts and Deregulation

One of the hallmark initiatives of President Trump's administration was the Tax Cuts and Jobs Act (TCJA) of 2017, which
reduced the corporate tax rate from 35% to 21%. This move created and stimulated corporate investment and economic

growth. For investors, the tax cuts translated into immediate earnings growth for corporations, driving stock prices higher.

The statutory rate for federal corporate taxes has declined over
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While TCJA is set to expire at the end of 2025, there is little concern as to any dramatic changes that will take place upon
expiration. Banking ($XLF) and Energy ($XLE) companies should continue to be among the biggest beneficiaries. If themes
of TCJA remain intact, and possibly furthered, financial institutions will see improved margins, and energy firms will
continue to benefit from relaxed environmental regulations, which lower compliance costs and encourage expansion in oil
and gas exploration.
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Corporate tax expenditures will be nearly half the amount of corporate revenues in
2023

Billions of Dollars

$475

Corporate Income Tax Revenues

Indices, such as the S&P 500 and the Dow Jones Industrial Average, surged to record highs following the tax reform
announcement in 2017 and have all but continued that trend since. Over the last 7+ years, two of the more notable stocks
have been JPMorgan Chase ($JPM) and ExxonMobil ($XOM). Both have seen substantial appreciation during this period as
a result of TCJA. If similar policies are expanded or extended, sectors such as finance ($XLF), and energy ($XLE) are
expected to see continued growth.

“Drill baby, drill”

President Trump lost no time in pushing forward his oil and gas strategy at his inauguration on Monday. Having taken the
oath of office, the president declared an "energy emergency” in the U.S,, and repeated one of his successful election
campaign slogans: “Drill baby, drill".

Trump has urged U.S. oil and gas companies to ensure America's energy
security and economic prowess, stating: "We are a rich nation. It's that liquid
gold under our feet that will help us ensure that we keep things that way...
America will be a manufacturing nation once again. We sit on the most oil and
natural gas of any nation on earth, and we're going to use it."

Infrastructure Spending Plans

President Trump’s promises of significant infrastructure investment have long been anticipated as a potential catalyst for
economic growth. Construction, materials ($XLM), and industrial manufacturing ($XLI) companies are poised to benefit
from increased government spending on roads, bridges, and airports. Companies like Caterpillar (§CAT) and Vulcan
Materials ($VMC) have seen speculative increases in stock prices in response to these policy promises. While the
proposals create optimism, delays in implementation and funding debates mute some of the expected impacts. The next
four years could bring renewed efforts to prioritize infrastructure, creating opportunities in green construction and
technology-focused upgrades to infrastructure.

Focus on Domestic Manufacturing

The "America First" economic strategy prioritizes reshoring manufacturing jobs and industries. Manufacturing ($XLM),
Defense ($XLI), and Steel companies should experience further resurgence as tariffs on imported goods create a
competitive advantage for domestic producers. Two examples of stocks that stand benefit from this type of focus are the
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United States Steel Corporation ($X) and Lockheed Martin ($LMT). With
advancements in automation and technology, domestic manufacturing could
pivot towards high-tech and renewable energy sectors, creating new
investment opportunities.
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Above: Trump, an outspoken fan of Caterpillar
($CAT), visiting a local facility.

Risks

Non-US Entities: Tariffs & Taxes

President Trump's approach to international trade is characterized by a focus on renegotiating trade agreements and

imposing tariffs on imports from key trading partners, including China, Canada, Mexico, and the European Union.

The announcement of tariffs often triggers significant market volatility. During his first term, President Trump introduced
an initial 25% tariff on Chinese goods, prompting retaliatory measures and creating uncertainty in industries heavily reliant
on global supply chains, such as technology and automotive manufacturing.

Shortly after his inauguration, Trump continued this strategy, implementing a 25% tax on products from Canada and
Mexico, along with an additional 10% tariff on goods from China. These measures are presented as tools to bolster the U.S.
economy, safeguard domestic jobs, and increase tax revenues.

It is important to note, however, that approximately 40% of the crude oil refined in the United States is imported, with the
vast majority sourced from Canada. Canada is also a critical supplier of natural gas and electricity to the U.S. This
underscores the interconnected nature of North American energy markets and the potential implications of such trade

policies. Market participants should keep their head on a swivel as the February 15!, 2025, deadline approaches for
implementation of these taxes and tariffs.

Canada’s Exports to the U.S. Surpass
China’s in the First Half of 2024
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Above: Graph highlights the the decline of Chinese exports since the US-China Trade War during Trumps 1 st term and initial 25% tariff on Chinese goods.
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Department of Government Efficiency

One of the most intriguing narratives of President Trump’s administration is the establishment and use of the Department
of Government Efficiency (DOGE), led by Elon Musk and Vivek Ramaswamy. The selection of these two figures to oversee
a department designed to reduce government spending and enhance efficiency adds a layer of irony to an already
meme-worthy acronym.

But it's not the memes or the high-profile leadership that are drawing the attention of investors. The pressing question for
market analysts, particularly at Yarton & Young, is: What impact will DOGE have on government contracting in 2025? Many
Fortune 2000 companies depend heavily on the government market to drive consistent growth and deliver results for
investors. This market includes U.S. federal agencies such as the Department of Defense (DOD), Internal Revenue Service
(IRS), and Securities and Exchange Commission (SEC), as well as State, Local, and Education (SLED) entities.

As of 2024, the leading recipients of U.S. government contracts include well-known names such as Lockheed Martin Corp
($LMT), RTX Corp ($RTX), and Boeing Co ($BA). These companies, among others, collectively receive billions of dollars
annually through federal contracts. Understanding DOGE's potential impact on the government contracting landscape will
be critical for industry stakeholders navigating this evolving space.

Parent Vendor 2021 2022 2023 2024 Delta ('23 v '24)
Lockheed Martin Corp $42,083,916,404 $47,697,454,609 $71,029,882,922 $51,724,548,342 -27%
RTX Corp $21,6086,744,287 $26,486,702,607 $29,746,765,631 $26,159,619,053 -12%
Boeing Co/The $23,934,474,994 $16,179,001,715 $23,589,313,667 $24,476,076,628 4%
General Dynamics Corp $20,773,019,489 $24,719,876,016 $26,203,455,639 $23,952,470,884 -9%
UnitedHealth Group Inc $9,878,355,919 $15,677,690,574 $17,143,795,841 $22,152,788,618 28%
|Northrop Grumman Corp $14,777,462,077 $15,155,354,873 $17,441,344,782 $19,557,822,899 12%
Leidos Holdings Inc $9,894,156,781 $9,881,383,104 $10,845,729,769 $11,890,998,639 10%
Huntington Ingalls Industries Inc $7,403,681,576 $6,494,439,216 $11,672,445,462 $9,975,466,465 -15%
L3Harris Technologies Inc $7,324,978,092 $7,732,104,419 $8,478,570,428 $9,461,053,547 12%
BAE Systems PLC $5,219,658,052 $5,331,125,489 $7,766,004,062 $8,445,294,929 9%
Honeywell International Inc $6,969,519,684 $7,400,945,437 $7,821,157,776 $8,445,247,828 8%
Booz Allen Hamilton Holding Corp $6,231,282,428 $6,845,084,897 $8,065,476,530 $8,423,082,844 4%
Triwest Healthcare Alliance Corp $6,738,677,677 $7,382,751,989 $7,984,754,268 $8,383,006,981 5%
McKesson Corp $12,546,943,401 $12,271,903,820 $9,708,611,823 $8,248,862,895 -15%
Humana Inc $7,144,989,465 $7,739,668,459 $7,779,661,423 $8,029,206,899 3%
Analytic Services Inc $4,410,308,501 $3,281,176,603 $5,273,671,386 $6,264,464,745 19%
Cencora Inc $2,136,270,048 $2,011,905,468 $4,361,774,043 $6,084,708,536 40%

Above: Top US Government Vendors of 2024

Since December we've seen companies like Palantir ($PLTR) and Anduril Industries collaborate with technology groups to
pursue government contracts. These consortiums represent a more efficient and cost-effective approach to securing
government deals. Elon Musk has already signaled that Pentagon spending and priorities will be key targets of the
efficiency agenda. As a result, legacy vendors such as Boeing may face significant disruptions if they fail to adapt to
evolving market strategies.

These shifts introduce considerable risks to industries and well-established companies that depend heavily on
government contracts. However, the success of this transformation ultimately hinges on DOGE fulfilling its mandate
effectively. In the search of long-term growth opportunities in this changing market landscape, it is important to assess
the percentage of a company’s revenue derived from government contracts. Understanding this dependency offers
critical insights into potential vulnerabilities and opportunities as DOGE reshapes the contracting ecosystem.

Conclusion

The next four years promise a renaissance in technology, culture, and governance, yet they will also be marked by
heightened risks, including volatility, policy uncertainty, and geopolitical tensions. As new policies take shape, investors
must stay vigilant, balancing optimism about growth opportunities with strategies to manage potential challenges.
Emphasizing strategic diversification and focusing on long-term trends—such as technological innovation and sustainable
infrastructure—will be crucial for successfully navigating this dynamic and evolving landscape.
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Disclaimer. This research is published by Yarton & Young for informational and educational purposes only. It is not personalised investment, tax or legal advice, and it is
not a recommendation to buy, sell or hold any security or other asset. We do not possess or claim access to non-public information regarding publicly traded
companies. Nothing in this document is an offer to sell or a solicitation to buy any security or any interest in any fund. Any reliance you place on this information is
strictly at your own risk. You should conduct your own independent research and seek advice from a qualified professional before making any investment decision.
Figures are drawn from third-party sources believed to be reliable, but Yarton & Young does not guarantee their accuracy, completeness or timeliness and is not
responsible for errors, omissions, or results obtained from their use. Past performance is not indicative of future results, and all investments carry risk, including the
potential loss of principal. Positions stated are as of the date of publication. Unauthorized reproduction or transmission of this material is prohibited. Yarton & Young
may amend this disclaimer at any time without notice. © 2026 Yarton & Young.
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