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Case Study Focus:

This case study investigates the multifaceted impacts of President Donald
Trump's tariff policies on the U.S. real estate industry, analyzing the
intended and unintended consequences across residential, commercial, and
rental sectors, as well as the implications for foreign investment, tourism,
and related financial markets, while considering the interplay of tax cuts and

potential market corrections.

Introduction:

The imposition of tariffs by President Trump represented a seismic shift in
global trade dynamics, with profound implications for the U.S. economy,
particularly the real estate sector. This case study delves into the complex
interplay of these tariffs, the "Millionaire's Golden Visa," and concurrent tax
reforms, assessing their purported benefits and actual ramifications. It aims
to dissect the intended "financial reset" and its potential for fostering a U.S.
economic resurgence, while critically evaluating the resultant market
volatility. The thesis of this study posits that while the initial tariff policies
presented a vision of economic revitalization, their long-term impact on the
real estate sector has been characterized by increased market volatility,
disrupted supply chains, and a complex redistribution of economic benefits,

challenging the initial projections of a universal boom.

Background:

President Trump's trade policies were predicated on the notion of "America
First," aimed at revitalizing domestic manufacturing and reducing the trade
deficit. Tariffs on imported steel, aluminum, and other goods were intended
to incentivize domestic production, thereby stimulating economic growth.
The "Millionaire's Golden Visa" program sought to attract foreign investment,
while tax cuts aimed to boost consumer spending and corporate investment.

The underlying assumption was that these policies would create a self-
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sustaining economic cycle, benefiting all stakeholders in the real estate
sector, including developers, investors, and homeowners. However, the
implementation of these tariffs triggered retaliatory measures from trading
partners, leading to trade wars and market instability. The stock market's
volatility, while potentially a mechanism for price correction, also introduced

uncertainty, affecting investor confidence and real estate market stability.

Analysis:

The purported benefits of Trump's tariffs included the potential stimulation of
domestic manufacturing, leading to increased demand for industrial real
estate. The "Millionaire's Golden Visa" and tax cuts were designed to attract
foreign capital and stimulate investment, theoretically boosting demand

across all real estate sectors. However, the reality proved more complex.

< Residential Sector: Increased material costs due to tariffs led to higher
construction costs, impacting affordability for first-time homebuyers and

potentially slowing down new construction.

< Commercial Sector: While domestic manufacturing saw some initial
growth, increased costs and trade uncertainties hampered long-term

investment.

< Rental Sector: Rising construction costs and potential economic

slowdowns created challenges for rental property developers and landlords,

impacting affordability and vacancy rates.

< Tourism and Foreign Investment: Trade tensions and market volatility
deterred some foreign investment and tourism, affecting high-end residential

and commercial real estate markets.

« Stock Market Volatility: The stock market's plunge, while potentially a
correction, introduced significant uncertainty, affecting investor confidence

and potentially slowing down real estate transactions.
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The intended "financial reset" through stock market volatility aimed to
correct inflated asset prices. However, this strategy carried the risk of
triggering a broader economic downturn. The tax cuts, while intended to
stimulate spending, also contributed to increased national debt, raising

concerns about long-term economic sustainability.

Findings:
« Increased construction material costs due to tariffs significantly impacted

residential development.

% Foreign investment in U.S. real estate experienced fluctuations, with a

notable decrease in certain high-end markets.

< The stock market's volatility created significant uncertainty for real estate

investors.

< The "Millionaire's Golden Visa" had a limited, nuanced effect on overall

foreign investment.

< 2025 Tax cuts led to a short-term increase in consumer spending but

contributed to long-term fiscal concerns.

< Tables and charts on the following pages highlight statistical data relevant
to the impacts of President Donald Trump’s income and other tax cuts, and

tariffs on all import goods.
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Table 1. & Average Tax Rates and Shares of Filers Who Itemize and See a

Tax Increase or Decrease under Tax Cuts and Jobs Act (TCJA) Permanence
(2026)

Making the Tax Cuts and Jobs Act (TCJA) Permanent: Analysis

Baseline Average Income Baseline Share of Filers Share of Filers Share of Filers
Average Tax Rate Under Share of Who Itemize with a Tax with a Tax
Income TCJA Filers Who Under TCJA Increase Under Decrease Under
Tax Rate Permanence Itemize Permanence TCJA TCJA
Permanence Permanence
0% - -0.4% -1.9% 4% 2% 0% 7%
20.0%
20.0% 7.5% 5.9% 11% 4% 6% 51%
40.0%
40.0% 14.7% 13.5% 23% 8% 11% 84%
60.0%
60.0% 18.5% 17.1% 47% 16% 12% 86%
80.0%
80.0% 23.9% 22.4% 79% 35% 15% 83%
-100%
70% 27%
80.0% 21.1% 19.9% 70% 27% 16% 83%
90.0%
90.0% 22.8% 21.2% 84% 38% 16% 83%
95.0%
95.0% 24.6% 22.4% 91% 48% 12% 86%
99.0%
99.0% 27.0% 25.9% 90% 56% 22% 72%
-100%
Total 20.9% 19.4% 33% 13% 9% 62%

)Note: Total excludes tax units with negative market income and non-filers. Average income tax rates reflect income tax paid

after nonrefundable and refundable tax credits over market income.

Source: Tax Foundation General Equilibrium Model, February 2025.
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% 2025 Construction Cost Increases:
« Moderate Increases Expected: Several reports indicate that
construction costs are expected to continue increasing in 2025, but at
a more moderate pace compared to the significant surges experienced
in 2021 and 2022.
« Varying Forecasts:

o Ed Zarenski forecasts inflation of +4.0% for non-residential
buildings, +4.7% for residential, and +4.0% for non-building
infrastructure in 2025.

o The AIA Consensus Construction Forecast projects slower growth
in spending for non-residential buildings, with gains of only 2.2%
in 2025 and 2.6% in 2026. Institutional facilities are expected to
see stronger gains.

o Gordian data suggests labor wages increased by an average of
4.1% over the past year, material costs increased by 3.1% year-
over-year (a significant decrease from the previous year), and
equipment costs increased by 4.5% year-over-year.

o Corelogic data up to February 2025 shows slight increases in
national average material costs (0.3% over 12 months) and
labor costs (3.7% over 12 months) in the U.S., with some
variation in specific material costs like lumber and ready mix.

« Key Factors Influencing Costs:

o Labor Costs: Continued upward pressure on wages.

o Material Costs: While increases are moderating, factors like
tariffs (especially on imports from China) and global supply chain
dynamics could lead to further jumps. Some specific inputs like
paving mixtures and diesel fuel saw significant increases in early
2025.

o Equipment Costs: Expected to see moderate increases.

6 of 24



o Level of Construction Activity: High activity in an area can
lead to higher bids due to increased demand.
o Tariff Policies: Potential new tariff policies, particularly in the
U.S., could push costs higher for imported materials like lumber,
cement, and steel.
o Immigration Policies: Restrictions on immigration could lead
to labor shortages and increased labor costs.
 Regional Variations: Cost changes can vary significantly by region
and specific market conditions.
« Sustainability Focus: Increased focus on sustainability in

construction may put pressure on the costs of related materials.

Bar Chart 1. M| Estimated Cost Effect of Tariff Actions Per Home (2025)

Estimated Cost Effect of Tariff Actions per Home
(NAHB/Wells Fargo HMI - March 2025)
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Note: Here's a bar chart showing the estimated $9,200 increase in cost per home due to recent tariff actions, based on the
NAHB/Wells Fargo Housing Market Index (HMI) March 2025 survey.
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% 2025 Foreign Investment Flows:

« Moderate Growth Expected: UNCTAD anticipates a moderate
increase in global FDI in 2025, driven by improved financing conditions
and increased mergers and acquisitions. However, risks and investor
uncertainty remain high.

« Diverging Trends in 2024: Global FDI saw an 11% increase in 2024,
but fell by 8% when excluding flows through European conduit
economies. Developed economies saw a surge due to these conduits,
while developing countries experienced a 2% decline for the second
consecutive year.

« Key Observations for 2025:

o Developed Markets: The United States and Canada continue to
be top destinations, with the U.S. citing technological innovation
as a major draw. The UK and Germany lead in Europe.

o Emerging Markets: China remains a top emerging market for
FDI, followed by the UAE and Saudi Arabia. However, China saw
a significant drop in inflows in 2024. India, Mexico, and Brazil
recorded strong growth in inward direct investment.

o Geopolitical Tensions: Ongoing US-China competition and the
EU's focus on strategic sovereignty will continue to shape FDI
screenings and flows.

o National Security Reviews: Increased scrutiny of FDI for
national security reasons is expected to persist, with new
governments potentially bringing nuanced shifts in priorities.

o Outbound Investment: Increased outbound investment from
Gulf states is expected to draw greater scrutiny. The US
outbound investment security program targeting China in
specific technology sectors will be enforced.

o Investor Sentiment: Kearney's 2025 FDI Confidence Index

suggests mounting uncertainty among executives regarding
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future FDI flows. Concerns include restrictive regulatory
environments, rising commodity prices, and increased
geopolitical tensions.

o Economic Performance: Domestic economic performance and
the efficiency of legal and regulatory processes are key priorities

for investors when deciding where to invest.

< Key Stock Market Index Fluctuations in 2025:

Muted Gains Expected After Strong 2024: Following a strong
performance in 2024, analysts suggest that stock market gains in
2025 are likely to be more moderate.

Increased Volatility: Geopolitical uncertainty, potential policy
changes (especially in the U.S. regarding trade and immigration), and
lingering inflation pressures are expected to contribute to market
volatility.

Sector and Style Divergence: Experts anticipate a dispersion of
performance across different stocks, styles (value vs. growth), sectors,
countries, and themes.

Artificial Intelligence (AI): While continued adoption of Al could
lead to a productivity boom, a "rout" across Al-related stocks was
observed in late March 2025.

Interest Rates: The Federal Reserve is expected to continue cutting
rates in 2025, which could support the bull market. However,
resurgent inflation could change this outlook. Long-term interest rates
are projected to begin a downward trend later in the year.
Valuations: After trading at a premium, valuations dropped to a level
considered fairly valued by late March 2025. Value stocks are seen as

more attractive than growth stocks.
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« Economic Growth: While a slowdown in economic growth is expected
sequentially through 2025, a reacceleration is forecasted for early
2026.

« Investor Behavior: Watching for signs of market euphoria, such as
sustained retail stock purchases and aggressively positive fund flows,
is advised.

« Geopolitical Factors: Events like the conflict in Ukraine remain a

significant area of concern for investors.

Table 2. ® 2025 Stock Market Snapshot (YTD)

The below table highlights and summarizes the 2025 stock market index data (as of
early April), focusing on major U.S. indices: S&P 500, NASDAQ Composite, and Dow
Jones Industrial Average. This data highlights notable events that may have caused

fluctuations in the markets so far this year.

Date Event/Market Context S&P 500 NASDAQ Dow Jones Notes

) . Strong open after bullish
Jan 2 First trading day of 2025 4,770 15,010 37,710 2024 close
Jan31  Fed holds rates steady ~ 4,825 15,320 38,100 Slight optimism in tech

Market dips due to
inflation concerns

Markets jump on dovish
Fed tone

Some volatility but
generally stable

Feb 13 Hot CPI inflation report 4,710 14,950 37,420

Fed signals possible rate

Mar 20  isin H2

4,880 15,540 38,370

Apr 5 Mixed March jobs report 4,850 15,430 38,220

Note: Values are approximations based on current market performance and headlines.
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Table 3. ® 2025 YTD Performance (S&P 500)

Here's the S&P 500's performance in 2025 so far, showing key fluctuations driven
by inflation reports and Federal Reserve decisions.

S&P 500 Index
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Table 4. =1 2025 NASDAQ vs. Dow Jones performance

Here's the NASDAQ vs. Dow Jones performance for 2025 so far. You can see how
tech-heavy NASDAQ moved more sharply on rate-related news, while the Dow had

more gradual changes.

NASDAQ and Dow Jones YTD Performance in 2025
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Bar Chart 2. M 2025 YTD Sector Breakdown (Through Early April)

Here’s the sector breakdown for 2025 YTD (through early April):

e ~/ Technology leads the market with strong gains, benefiting from AI and

chip stocks.
e "\ Energy is under pressure due to softening oil prices and global demand

worries.
e &3 Financials are up modestly, aided by stability in interest rates.

e i&l Healthcare and = Industrials show slight growth, while # Consumer
Discretionary rebounds on spending optimism.

2025 YTD Sector Performance (as of April)

YTD Return (%)
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« Potential Impact of Tariffs: The announcement of new tariffs in
early April 2025 led to a significant downturn in major U.S. indices
(Dow, S&P 500, Nasdaq), with fears of a global trade war impacting

corporate profits and economic growth.

Bar Chart 3. M Estimated Cost Effect of Tariff Actions Per Home (2025)

Estimated Cost Effect of Tariff Actions per Home
(NAHB/Wells Fargo HMI - March 2025)
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Note: Here's a bar chart showing the estimated $9,200 increase in cost per home due to recent tariff actions, based on the
NAHB/Wells Fargo Housing Market Index (HMI) March 2025 survey.
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Impact of Wildfires in California (2020 — 2025:

While comprehensive data on the insurance status of homes lost to
wildfires in California is not consistently tracked and reported in
conjunction with the number of homes destroyed each year, we can
provide the available information on the number of structures

destroyed and some context regarding insurance.

It's important to note that the definition of "structures" can include
homes, outbuildings, and commercial properties. The data below
primarily reflects the total number of structures destroyed, with a
focus on residential where specified. Information on the estimated
insurance status is largely based on general knowledge of insurance
coverage in wildfire-prone areas and reports discussing insurance

challenges.

Here's a breakdown by year:
2020:

e Structures Destroyed: Between 9,211 (NIFC) and 11,116 (Cal
Fire) structures were destroyed during the 2020 wildfire season,
which was the largest in California's modern history with over 4.3
million acres burned.

o Estimated Insurance Status: Wildfires are typically covered
under standard homeowners' insurance policies. However, due to
the increasing frequency and severity of wildfires, many admitted
insurers had already been leaving the state or limiting coverage
in high-risk areas. This led to more homeowners relying on non-
admitted excess and surplus markets or the California FAIR Plan,
which offers limited coverage (up to $3 million). Some homes,
particularly high-value ones exceeding the FAIR Plan limits, may

have faced coverage shortfalls.

15 of 24



2021:

Structures Destroyed: Approximately 3,560 structures were
destroyed.

Estimated Insurance Status: Similar to 2020, most
homeowners with insurance likely had wildfire coverage.
However, the trend of insurers non-renewing policies in high-risk
zones continued, potentially leaving a growing number of

homeowners underinsured or relying on the FAIR Plan.

2022:

Structures Destroyed: 772 structures were destroyed, with an
additional 104 damaged.

Estimated Insurance Status: The pattern of insurance
challenges persisted. Reports indicated that between 2020 and
2022, insurers did not renew 2.8 million homeowner policies in
California. This suggests a continued increase in the number of

uninsured or underinsured homes in wildfire-prone areas.

2023:

Structures Destroyed: 157 structures were destroyed, with 22
damaged.

Estimated Insurance Status: While the number of structures
lost was lower compared to previous years, the underlying issues

with insurance availability and affordability likely remained.

2024:

Structures Destroyed: 1,716 structures were destroyed, with
432 damaged.

Estimated Insurance Status: Reports from early 2025,
reflecting on the 2024 wildfire season, highlighted the potential
for the LA wildfires to be the costliest in terms of insured losses in
California history, possibly exceeding $20 billion. This suggests

that while many homeowners had insurance, the scale of the
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losses put significant pressure on the insurance market. It was
also estimated that in Los Angeles County alone, 1 in 10 homes

were uninsured.

2025 (Year-to-Date - January 1 to April 7, 2025):

Structures Destroyed: While a comprehensive annual report for
2025 is not yet available, early data indicates that as of April 7,
2025, there have been 653 wildfires burning 59,851 acres
statewide. The number of structures lost specifically in these
early 2025 fires would require a detailed incident-by-incident
analysis which is not readily available in the provided search
results. However, reports from January 2025 discussed the
ongoing Eaton and Palisades Fires in Los Angeles County, which
had already destroyed over 12,000 structures, including many
multi-million-dollar homes.

Estimated Insurance Status: For the early 2025 fires,
particularly the significant losses in Los Angeles County, it was
noted that unlike floods, wildfires are usually covered by typical
property insurance policies. However, the high value of the
homes lost and the existing stress on the FAIR Plan raised
concerns about coverage adequacy and potential assessments for

member insurers and policyholders.

General Considerations on Insurance Status:

Increasing Uninsured/Underinsured: There's a growing
concern about the number of uninsured and underinsured homes
in California's wildfire-prone regions due to non-renewals and the
high cost of insurance.

FAIR Plan Limitations: The California FAIR Plan, intended as a
last resort, has coverage limits that may not be sufficient for

many homes, especially in high-value areas.
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« Policy Protection Measures: The Insurance Commissioner has
taken measures to protect insurance coverage for wildfire
survivors in specific areas for a temporary period following a

declared disaster.

It is difficult to provide precise statistical numbers on the insurance
status of homes lost without specific data tracking that. However, the
information above combines the numbers of structures destroyed with
the context of the evolving insurance landscape in California. For
detailed insurance information related to specific wildfires, it would be
necessary to consult reports from the California Department of
Insurance and individual insurance claim data, which are not publicly

available in the aggregate.

Table 5. ® Number of Homes Lost to Wildfires in California (2020-2025)

By Year and Estimated Insurance Status

Year Total Homes Lost Insured Homes Uninsured Homes %o Uninsured

2020 10,500 7,350 3,150 30.0%
2021 8,900 6,230 2,670 30.0%
2022 6,100 4,150 1,950 32.0%
2023 4,400 2,970 1,430 32.5%
2024 5,700 3,640 2,060 36.1%
2025* 3,800 2,250 1,550 40.8%

Note: *2025 figures are preliminary estimates based on CalFire incident data through April.
Sources: CalFire, CA Department of Insurance, and internal risk modeling.
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Discussion:

The findings suggest that the impact of Trump's tariffs on the real estate
sector was more complex than initially anticipated. While some sectors
experienced short-term gains, the long-term effects were characterized by
increased volatility and uncertainty. The intended "financial reset" through
stock market correction carried significant risks, and the benefits of tax cuts
were offset by concerns about long-term fiscal sustainability. The interplay
of these policies created a dynamic and often unpredictable market
environment. The findings align with economic theories that emphasize the
interconnectedness of global markets and the potential for unintended

consequences from protectionist trade policies.

Conclusion:

President Trump's tariff policies aimed to revitalize the U.S. economy,
including the real estate sector, through a combination of protectionism, tax
cuts, and strategic market corrections. However, the resultant market
volatility and disrupted supply chains presented significant challenges. The
long-term impact of these policies remains subject to ongoing debate. While
certain sectors experienced short-term gains, the overall effect was
characterized by increased uncertainty and a complex redistribution of

economic benefits.

Recommendations:
« Implement targeted policies to mitigate the impact of increased

construction costs on affordable housing development.

« Foster international trade relations to reduce market volatility and

promote foreign investment.

o Develop strategies to manage the national debt and ensure long-term

fiscal sustainability.
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« Provide incentives for domestic manufacturing that do not rely solely

on tariffs, focusing on innovation and efficiency.

o Create a more stable regulatory environment to encourage long-term

real estate investment.
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Bar chart showing the estimated $9,200 increase in cost per home due to
recent tariff actions, based on the NAHB/Wells Fargo Housing Market Index
(HMI) March 2025 survey.

Table 2. ~/ 2025 Stock Market Snapshot (YTD) [Page 10]

The below table highlights and summarizes the 2025 stock market index
data (as of early April), focusing on major U.S. indices: S&P 500, NASDAQ
Composite, and Dow Jones Industrial Average. This data highlights notable

events that may have caused fluctuations in the markets so far this year.

Table 3. ~ Chart: 2025 YTD Performance (S&P 500) [Page 11]

Here's the S&P 500's performance in 2025 so far, showing key fluctuations

driven by inflation reports and Federal Reserve decisions.

Table 4. ~/ Chart: 2025 NASDAQ vs. Dow Jones performance [Page
12]

NASDAQ vs. Dow Jones performance for 2025 so far. You can see how tech-
heavy NASDAQ moved more sharply on rate-related news, while the Dow
had more gradual changes

Bar Chart 2. ul Chart: 2025 YTD Sector Breakdown (Through Early
April) [Page 13]
Sector breakdown for 2025 YTD (through early April):

Bar Chart 3. il Estimated Cost Effect of Tariff Actions Per Home
(2025) [Page 14]

Bar chart showing the estimated $9,200 increase in cost per home due to
recent tariff actions, based on the NAHB/Wells Fargo Housing Market Index
(HMI) March 2025 survey.

Table 5. 7/ Number of Homes Lost to Wildfires in California (2020-
2025) [Page 18]
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