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AVOIDING THE MACRO TRAP

“Imposing tariffs to save jobs is like burning your house down to stay warm—

technically it works, but at what cost?”

— Adapted from Milton Friedman’s 2017 quote on steel tariffs
causing wider job losses.

he market in 2025 is a whirlwind of
uncertainty, with trade wars, shifting
yields and geopolitical jitters creating
onflicting signals. It’s easy to get lost
in the noise—endless macro forecasts, tariff
headlines and economic data points clamoring
for attention.Take those screaming tariff
headlines: one day, they’re trumpeting a $2
billion daily windfall; the next, they’re wailing
about $2,300 iPhones and global recessions.

Sometimes we have to tune out the macro
noise—GDP forecasts, tariff tiffs and rate hike

Positive Opinion on Tarrifs Impact

“Trump’s Tariff Triumph: $2 Billion a Day Pouring
into U.S. Coffers, Making America Rich!”

Donald J. Trump, Truth Social; Published: Approx. June
15, 2025

“Trump Tariffs Will Create 12 Million Jobs,
Experts Say”
Newsmax; Published: June 25, 2025

“Tariffs Strengthen U.S. Steel, Reviving Rust Belt
Communities”
Fox Business; Published: July 1, 2025

“Trump’s Tariffs Force Canada to Negotiate Better
Trade Deals”
The Wall Street Journal; Published: June 18, 2025

“American Farmers Win Big with Trump’s Tariff-
Driven Export Boom”
Breitbart; Published: July 3, 2025

rumors—and just focus on the businesses that
keep chugging along. That is what we largely
did in the second quarter. Obsessing over

the big picture blinds us to the gems hiding

in plain sight, like a company with rock-solid
fundamentals.We will let the economists debate
the yield curve; our portfolio will thank us for
sticking to what drives long-term value. Below
is a selection of the headlines on tariffs over

a two-week period, and none of them even
mention the Middle East or Iran or Putin.

Negative Opinion on Tarrifs Impact

“Trump’s Tariffs Will Cost U.S. Households $1,200 in
2025, Triggering Massive Price Hikes”
Tax Foundation; Published: June 20, 2025

“Trump’s New Trade Threats Set Off Global
Scramble to Avoid Tariffs”
The New York Times; Published: June 10, 2025

“Trump’s Tariffs Could Crush Small Businesses Like
Mine, Warns lowa Tech Supplier”
NPR; Published: June 28, 2025

“China Vows Payback as Trump’s Tariffs Threaten
BRICS Economic Bloc”
Newsweek; Published: June 22, 2025

“JPMorgan CEO Warns Trump’s Tariffs Could Fuel
Inflation, Slow U.S. Growth”
CBS News; Published: June 30, 2025

Continued on page 2...
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We don’t want anyone to think we jest too much and come away with the impression we don’t think tariffs are real.
The chart below gives a good example of what companies have been managing through with regards to China.

US-China trade war tariffs: An up-to-date chart

Last updated May 14, 2025
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We are reminded of a well-known story about a similar
situation years ago when the macro picture was dominating
the headlines. In 1999, a hedge fund manager named Victor
Niederhoffer, renowned for his macro-driven approach,
was riding high. He’'d built a fortune analyzing economic
indicators, currency trends and central bank policies,
believing that mastering the macro puzzle was the key to
market success.That year, he became convinced that the Thai
baht would collapse due to Asia’s economic fragility, a view
backed by reams of data—trade deficits, debt levels and IMF
reports. Niederhoffer shorted the baht heavily, expecting a
repeat of the 1997 Asian financial crisis.

But the market had other plans.Thailand’s government
intervened, stabilizing the baht, and Niederhoffer’s fund

took a catastrophic hit. By late 1999, his macro obsession—
overloading on economic data while ignoring market
signals—wiped out his fund, forcing him to liquidate.
Meanwhile, a lesser-known investor, Jim Rogers, who focused
on company fundamentals and on-the-ground insights (like

Jan Jan Jan Jan
2023 2024 2025

visiting Thai businesses to gauge resilience), avoided the trap.
Rogers held long positions in undervalued Thai firms, which
soared as the economy stabilized. Niederhoffer’s story,
chronicled in his own book, The Education of a Speculator,
and later in Hedge Fund Market Wizards by Jack Schwager,
shows how drowning in macro data can blind investors to
reality, leading to ruinous decisions.As Rogers later said,

“I don’t trust economists’ forecasts—I trust what | see in
the streets.”

We, too, prioritize what we see in the streets. With several
of our 19 companies recently reporting earnings, the news
has been at or ahead of our expectations.We believe

the current portfolio is well-positioned for continued
profitability and opportunistically for greater tariff clarity
and the potential of multiple interest-rate cuts in the back
half of the year. To be clear, we are not big fans of tariffs;
we just believe many domestically based small industrial
companies will fair better than their global big brothers in
the S&P 500.



The Window Indicator

Activity is slowly ramping up as we enter
the 2025 shipping season. Limestone
and iron ore, the two primary hauled
commodities on the lakes, is off to a
slower start than 2024. We only have
information through May, but the early
indicators are down 9% and 18% for
the two commodities. Looking out

the window, you would see similar traffic from a year ago.
Sand, agricultural commodities, stone, coal and other goods
are assumed aboard the ships. Foreign, that is non-North
American, ships seem to number a similar cadence to 2024.

Just a reminder, annually about 160 million tons of cargo,
valued at $15 billion, moves on the Great Lakes in commercial
ships. The U. S. flag Great Lakes fleet moves between 80

and 90 million tons of those cargoes, carrying up to 70,000
tons each trip. This information comes from the Lake Carriers
Association.

Activity in the boat yards got a boost from the latest bill that
was passed in Congress. We will look for new ice breakers
out the window in the coming years. Marinette, Wisconsin, is
home to the dry dock that will be building some of this new

fleet. They were featured in past writings as they constructed
fast-attack ships for the U. S. Navy.

On the travel and leisure front, the window has been full

of cruise ships plying the Great Lakes, again. They are a
welcome sight as many people get the opportunity to see our
majestic Great Lakes that we sometimes take for granted. In
2025, nine cruise lines operate on the Great Lakes, offering
itineraries across the five lakes—Erie, Huron, Michigan,
Ontario and Superior. The lines include familiar names like
Viking cruises, Pearl Seas Cruises, Ponant and Hapag-Lloyd
Cruises, to name a few.

The number of cruise lines has grown in recent years, with
over 800 voyages expected in 2025, carrying around 20,000
passengers. This is based on information from sources like
Cruise Critic, Great Lakes Now and industry reports, which
note the region’s increasing popularity for cruise tourism.
Some lines, like Viking and Pearl Seas, are well-established,
while others like Le Boat, cater to niche markets and might
not include overnight adventures.

Off to the attic to find my cabana-wear. See you later this
summer!

(JUR PERSPECTIVE ON THE

ONE BIG BEAUTIFUL BILL ACT

The One Big Beautiful Bill Act (OBBBA), passed in May and
July 2025, is like a patchwork quilt—some parts cozy and
warm for our small-cap portfolio, others a bit worn at the
edges. At Otsi Keta Capital, we stick to our knitting: investing
in quality businesses at fair prices. This legislation offers both
opportunities and challenges for our domestic small-cap
holdings, and we're ready to stitch together a strategy

that works.

The bill’s permanent R&D expensing and Section 179
deductions are sturdy, giving our manufacturing and
construction companies a boost. These provisions let
cash-strapped firms invest in new equipment or innovation
without Uncle Sam snipping away at their budget. Our
industrial holdings, chosen for their resilience, are well-
positioned to climb higher with this support.

Energy and infrastructure are where we shine. The OBBBA’s
push for oil, gas and a $46.5 billion border wall project is
fertile ground for our small-cap energy and construction
firms, from LNG suppliers to material providers.VWe've held
these patiently, and now they'’re ready to grow—like seeds
finally sprouting after a long winter. It’s not about chasing
trends; it's about owning solid companies set to thrive.

Defense adds another strong thread. Our lone defense
holding has been a steady performer, fueled by global unrest
and now the bill’s $150 billion defense boost. Small-cap
subcontractors in drones or cybersecurity could be hidden
gems, like finding a crisp $20 in an old jacket. Manufacturing
also benefits from domestic production incentives, adding a
bit of shine to our industrial names.

Continued on page 4...
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@UR PERFORMANCE

ROR 2nd
Fund Name Quarter 2025
Otsi Keta Focus Fund Limited Partnership* 19.43%
Russell 2000 Index (*RUT) 7.50%
Russell 2000 Value (*RUJ) 4.36%

Sources: Otsi Keta Capital and Russell Investment

Since Inception 5-Year Since
Annualized Annualized Inception
11.85% 1711% 446.61%

8.05% 8.58% 223.56%

6.20% 10.15% 14918%

*Note: All OKFF performance data is shown net of all fees and expenses and is based on an investment with the maximum charge of 1.5%/10%
from inception, May 7, 2010. The figures are blended with a former maximum charge of 1.5%/20%.

For the second quarter ended June 30, 2025, the Otsi Keta Focus
Fund was up 19.43% versus the Russell 2000 Index up 7.50%. Since
inception, the Fund has returned 446.61%.All Otsi Keta Focus Fund
numbers mentioned are net of all fees and expenses.

The portfolio was somewhat quiet in trading parlance for the
second quarter.We eliminated two holdings during the quarter in
Hyster Yale (HY) and John B. Sanfilippo (JBSS). Both holdings had
diminishing fair values after their reported quarters. Hyster Yale
ran into a tariff-related problem with the components that made
up the lifts, while John B. Sanfilippo made a purchase of a trail bar
manufacturer from Tree House Foods that turned into a larger
work out than initially anticipated by us. Both companies maintain a
good management team and will be relegated to the “bull pen” for
future considerations.

On the buy side, we added Powell Industries (POWL) to the
portfolio. This was a former name from years ago that was
constantly monitored in the “bull pen.” The electrical components
and equipment maker became richly valued in our eyes for

many years.What brought this well-run company back to our
wheelhouse was the tariff turmoil of April.Yes, good things came
from an upside down and panicked market! This Texas company
should be in our portfolio for quite some time, as we see good
runway in the electrical components marketplace.

With all that said and done, we were left with a modest amount
of cash that we are happily collecting an interest rate on at around
4 percent. For quite some time, we would have been in quite a
hurry to deploy cash sitting around at zero percent. Now we are
patiently waiting for our next opportunity.

Continued from page 3

But every quilt has its weak spots. Cuts to clean energy
credits and Medicaid ($700 billion) don’t fray our portfolio
much, as we've sidestepped renewables and Medicaid-heavy
healthcare. Agriculture, however, faces $238 billion in subsidy
cuts, which could bruise small-cap agribusinesses. Still, we're
eyeing these like bargain hunters at a yard sale, ready to
pounce if value emerges.

The bill’s $3—$5 trillion deficit hike, pushing debt-to-GDP to
126.7% by 2034, casts a shadow. Higher interest rates could
unravel small caps, even our lean ones. We're focusing on

F-William Schwarz, llI
Partner

direct: 810.247.3133
bill@otsiketacapital.com

Otsi Keta Capital, LLC
110 South Third Street
Suite 206
Saint Clair, M| 48079

companies with strong cash flows and exposure to the bill’s
priorities: energy, infrastructure, defense and manufacturing.
Rural healthcare, with a $50 billion hospital fund, might also
be worth a peek.

The OBBBA gives our small-cap portfolio warm spots in
energy, infrastructure and defense, while we dodge holes in
renewables and Medicaid.We’ll watch agriculture for deals
and brace for interest rate gusts.At Otsi Keta Capital,

we don’t chase fads; we buy good businesses, hold them
through the seasons and let fundamentals patch together
lasting wealth.

Frederick P.Rollins, Jr.
Partner

direct: 810.357.8566
fred@otsiketacapital.com
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