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The Mar-A-Lago Accord:
A Blueprint for Trump 2.0

The first two months of the new administration have proven to be an extremely dynamic
and volatile environment to navigate, not only for financial markets but the entire world.
The speed at which sweeping changes are being implemented in the U.S. Government is
unprecedented and has created considerable uncertainty about the forward economic
outlook. While the current environment has been extremely dynamic, these first few
months of President Trump’s second term have provided valuable insight into the
potential underlying motives of the new administration. We dive deeper into the so-
called “Mar-A-Lago Accord” to garner insight that can aid in making the current choppy
waters more navigable.

What exactly is the Mar-A-Lago Accord? This term, a nod to the 1985 trade agreement
known as the Plaza Accord, has materialized recently to encapsulate the economic
philosophy championed by Trump'’s current Chair of the Council of Economic Advisors,
Stephen Miran. The details of the proposed strategy were initially released as a research
piece from Hudson Bay Capital, where Miran is a senior strategist, included here. Miran
highlights some of the primary goals of the new administration, most notably the
implementation of tariffs, and presents arguments for how these policies can succeed,
along with actions to mitigate their negative impacts. Miran also exposes numerous
risks associated with a dramatic restructuring of global trade dynamics. The Mar-A-
Lago Accord reflects a worldview in which the United States leverages its economic,
financial, and military dominance to secure more favorable trade and fiscal
arrangements. It argues that Trump sees the global order as structurally imbalanced,
with the U.S. subsidizing international security and economic stability while running
persistent trade and budget deficits. His administration aims to correct these
imbalances through protectionist policies, aggressive trade negotiations, and a
recalibrated dollar strategy. A key feature of this approach is the belief that a strong
domestic industrial base is fundamental to national security. Trump has praised the U.S.
dollar’s reserve currency status while simultaneously criticizing its overvaluation for
harming American manufacturing. His administration does not seek to end the dollar’s
role as the global reserve currency but instead intends to extract greater benefits from
providing reserve assets by increasing burden-sharing among trade and security
partners. This linkage between trade, security, and monetary policy represents the
broader shift toward an “America-first” economic framework. We believe understanding
these components is critical to navigating the current environment.
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Miran’s framework for achieving these goals centers on a mix of currency realignment,
trade enforcement, and debt restructuring. He argues that tariffs can be implemented in
a way that minimizes inflationary consequences if they are paired with a weaker dollar—
either through gradualism, coordination with allies, or Federal Reserve policy. The
administration believes the experience of the 2018-2019 trade war supports this view,
as currency depreciation offset most of the tariff impact on import prices, keeping
inflation contained. However, given today'’s structurally higher inflation dynamics, we
believe risks of a goods-wage spiral are more pronounced. Miran also contends that
since foreign nations benefit disproportionately from U.S. military protection, they
should help finance the American fiscal agenda, whether through purchasing U.S. debt
or increasing defense spending. The administration’s push for NATO members to raise
military outlays to 2% of GDP, combined with its willingness to link trade concessions to
security guarantees, underscores this philosophy.

Additionally, the administration is pursuing structural policies—deregulation, tax reform,
and energy expansion—as disinflationary counterforces to tariff-driven price pressures.
These measures are aimed at enhancing U.S. growth while reducing inflation,
reinforcing Trump’s belief that tariffs can be a tool of economic rebalancing rather than
a pure tax on consumers.

The administration’s recent actions exemplify Miran’s strategic vision. The imposition of
steel and aluminum tariffs on all trading partners aligns with Trump’s assertion that “if
you don't have steel, you don't have a country.” National security considerations are also
expanding to include tariffs on semiconductors and pharmaceuticals, reflecting a
broader economic nationalism. The administration’s approach to tariff enforcement is
increasingly focused on Canada and Mexico, as Chinese companies have circumvented
U.S. tariffs by rerouting exports through third countries since the trade war with China
began in 2017. The broader trade policy is closely tied to security commitments—tariffs
on NATO allies could be used as leverage to compel higher European defense spending,
potentially allowing the U.S. to shift its focus toward countering China. The European
Union has already responded with such measures, as Germany looks to pass legislation
to increase defense spending materially, setting a precedent for other European nations
to follow suit.

Meanwhile, Treasury Secretary Scott Bessent’s “3x3x3” model, which targets deficit
reduction, economic growth, and energy expansion, provides a fiscal and
macroeconomic framework supporting the Mar-A-Lago Accord'’s objectives. The
administration sees rising U.S. energy production as both an economic growth driver
and a geopolitical tool, reinforcing financial independence while enhancing leverage in
trade negotiations.
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For financial markets, Miran argues the Mar-A-Lago Accord presents both opportunities
and risks. A successful currency realignment, coupled with structural reforms, could
boost U.S. manufacturing, support growth, and contain inflationary pressures, creating a
bullish backdrop for equities. However, if tariff-driven inflation proves more persistent
than expected, particularly in an environment where inflation is still above the Fed's
target, bond markets may react negatively, pressuring the Federal Reserve to maintain a
more restrictive policy stance while simultaneously pressuring growth. The
administration’s success hinges on precise execution—a narrow path exists to
restructure trade and financial systems in America'’s favor without material adverse
consequences. In our opinion, missteps could exacerbate inflationary pressures,
provoke financial instability, and weaken investor confidence.

The early weeks of Trump’s administration signal a shift away from using market
stability as a success metric, with the President openly tolerating short-term economic
pain to advance his broader agenda. By inducing uncertainty, the administration could
be aiming to push Treasury yields lower and potentially force the Fed to ease policy
without direct intervention. This could, after all, aid in currency devaluation and address
unbridled U.S. deficit dynamics. The Mar-A-Lago Accord provides an insightful blueprint
for understanding these policies, even if they aren’'t implemented exactly as outlined.
Given the fact that early actions are aligning with campaign rhetoric, we believe
investors and policymakers should take Trump seriously—even if not always literally.

The policy actions enacted by Trump, specifically on the trade front, have already begun
to influence the outlook of the Fed. At the most recent FOMC meeting, the Summary of
Economic Projections (SEP) highlighted that the median committee member expected
2025 GDP growth to be 0.4% lower than at the December 2024 meeting, while
simultaneously expecting core PCE to be 0.3% higher. During the press conference,
Powell highlighted that one of the primary drivers of this shift in outlook was due to
tariff implementation. It is our view that the committee holistically has an easing bias
but will be forced to maintain policy rates at current levels to prevent inflation
expectations from becoming unanchored amidst tariff uncertainty. We remain highly
attentive to the policies coming out of Washington that can have material impacts on
economic activity, and broadly view the legislative changes being contemplated as
posing downside risks to growth. We are keenly focused on monitoring trade policy,
labor market health, and fiscal policy shifts as we navigate through these
unprecedented global shifts. We find it prudent to maintain a defensive stance within
portfolios, with an emphasis on liquidity to take advantage of volatility through these
uncertain times.
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Let's talk! — Smith Capital Investors

Our mailing address is:
Smith Capital Investors
1430 Blake Street
Denver, CO 80202
303-597-5555
833-577-6484
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The opinions and views expressed are as of the date published and are subject to change without notice. Information
presented herein is for discussion and illustrative purposes only and should not be used or construed as financial,
legal, or tax advice, and is not a recommendation or an offer or solicitation to buy, sell, or hold any security,
investment strategy, or market sector. No forecasts can be guaranteed. Any investment or management
recommendation in this document is not meant to be impartial investment advice or advice in a fiduciary capacity
and is not tailored to the investment needs of any specific individual or category of individuals. Opinions and
examples are meant as an illustration of broader themes, are not an indication of trading intent, and are subject to
change at any time due to changes in the market or economic conditions. There is no guarantee that the information
supplied is accurate, complete, or timely, nor are there any warranties concerning the results obtained from its use. It
is not intended to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio.

The information included in this letter and provided link may contain statements related to future events or
developments that may constitute forward-looking statements. These statements may be in the form of financial
projections or may be identified by words such as "expectation,” "anticipate,’ "intend," "believe," "could," "estimate,"
"will," "should" or words of similar meaning. Such statements are based on the current expectations and certain
assumptions of the author and are, therefore, subject to certain risks and uncertainties. A variety of factors may
affect the operations, performance, business strategy and results of the issuer, and could cause the actual results,
performance or achievements of the issuer to be materially different from any future results, performance or
achievements that may be expressed or implied by such forward-looking statements or anticipated on the basis of
historical trends.

Past performance is no guarantee of future results. Investing in a bond market is subject to risks, including market,
interest rate, issuer, credit, inflation, default, and liquidity risk. The bond market is volatile. The value of most bonds
and bond strategies are impacted by changes in interest rates. The return of principal is not guaranteed, and prices
may decline if an issuer fails to make timely payments or its credit strength weakens. High yield or “junk” bonds
involve a greater risk of default and price volatility and can experience sudden and sharp price swings.

You should not construe this paper as investment, legal or tax advice. It does not take into account the investment
objectives, financial situation and particular needs of any investor. Please consider the charges, risks, expenses, and
investment objectives carefully before investing. Please see a prospectus, or, if available, a summary prospectus
containing this and other information. Read it carefully before you invest or send money. Investing involves risk,
including the possible loss of principal and fluctuation of value.

This material may not be reproduced in whole or in part in any form, or referred to in any other publication, without
express written permission from Smith Capital Investors. Smith Capital Investors, LLC is a registered investment
adviser. Registration does not imply a certain level of skill or training.
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