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proposed tariffs

Over Proposed Tariff Hikes on Sales and
Economic Outlook

Our flash survey finds a sizeable percentage of small and mid-sized businesses actively
considering changes to their operating model in response to proposed hikes in Chinese
import tariffs.

* 77% of respondents expect tariff-related cost increases will have a negative impact on 0
the U.S. economy over the remainder of 2019, and 55% expect a direct negative impact 0
on their business

* 33% expect a modest reduction in sales volume, while 8% foresee significantly lower sales

Expect to reduce
capital spending

(o)
* 27% expect to absorb most or all tariff cost increases, while 38% plan to pass most or all and 18% plan tocut
cost increases along to customers employment levels

In response to the proposed tariffs, 31% of firms have already raised selling prices and 33%
are actively considering this option. A majority of firms are also implementing or considering
changes to supply chains and vendor agreements to offset tariff cost increases.

¢ 13% expect profit margins to substantially decrease as a result of tariff hikes, while an
additional 37% expect a moderate decline in profits

What impact do you feel proposed new import tariffs with China will have
on the following aspects of your business over the remainder of 2019?

A majority of respondents expect tariff hikes to increase input costs and selling prices, O
putting significant strain on profit margins, sales revenue and capital investment plans 0
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What impact do you feel proposed new tariffs
with China will have on the U.S. economy over the
remainder of 20197

Widespread Concern About Impact of New Tariffs:
Three quarters of survey respondents expect proposed
tariff hikes will have a negative impact on the U.S. economy
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What actions has your company already taken or
considering in response to the proposed new
tariffs with China?

Companies Scramble to Adjust to Price Shock:
Many firms are considering raising prices, reconfiguring
supply chains, and renegotiating vendor agreements
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What impact do you feel proposed new tariffs
with China will have on your own business

in 2019?

Many See Tariffs Hampering Their Business:

By a 5-to-1 margin, respondents expect proposed
new tariffs to have a negative impact on their business
over the remainder of 2019
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To the extent that proposed new import tariffs
with China will impact your business, how do
you expect to handle the cost increases?

Mixed Outlook For Price Increases:

1-in-4 firms expect their business to shoulder
incremental cost increases, while 4-in-10 expect most
costs to be passed along to customers

Nearly All Tariff Costs will be
Absorbed by Business

Majority of Tariff Costs will
be Absorbed by Business

Tariffs Costs will be Shared Equally
by Customers and Business

Most Tariff Costs will be
Pass Along to Customers

Nearly All Tariff Costs Will be
Passed Along to Customers
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ABOUT M&T: M&T Bank is a multi-state community-focused bank serving New York, Maryland, New Jersey, Pennsylvania, Delaware, Connecticut, Virginia, West Virginia and Washington,
D.C. Founded in 1856, M&T Bank provides banking, investment, insurance and mortgage financial services to consumer, business and government clients.

SURVEY METHODOLOGY: An Internet survey was conducted by M&T during May and June 2019 among senior managers and owners of small to mid-sized businesses located
throughout the Bank's geographic footprint. A total of 288 responses were received, consisting of 125 Commercial enterprises (annual sales $10 million to $500 million), and 163 Business

Banking customers (annual sales <=$10 million).

DISCLAIMER: This newsletter has been prepared by the Business Banking and Commercial Banking Divisions of M&T Bank and is not a product of any of M&T's other affiliates, including
any of its registered investment advisors. The views herein are provided for informational purposes only and may differ from those of other departments or divisions of M&T Bank and its
affiliates. The information is not intended as specific advice or recommendations and should be viewed as merely representative of a broad range of possible outcomes.
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