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Global investment event
China retaliates against US tariffs, talks now likely

 The Chinese government has threatened to retaliate against recently announced US tariffs, with its 
own set of tariffs on USD50bn worth of US imports

 Chinese authorities have not specified when the tariffs will be implemented, saying the rollout would 
depend on when the US introduces its own tariffs. However, for the time being, they have signalled 
their willingness to negotiate

 As we have previously noted, there is a good chance that China will make some concessions in the 
coming weeks, which may help to calm tensions

 Assuming the Chinese tariffs are imposed, the overall impact on the US and Chinese economies is 
likely to be minimal

 For the time being, we have not altered our asset class views, which include an overweight stance on 
global equities. However, a potential breakdown of talks over the next month and the possible 
implementation of further measures are key risks. We continue to monitor the situation closely 

What’s happened?

The US recently announced tariffs on USD50bn worth of 
imports from China, covering 1,333 products at a 25% 
tariff rate. The Chinese government has threatened to 
retaliate. China plans to match the amount of US imports 
it targets, at an identical 25% rate, on 106 products, 
including soybeans, frozen beef, cotton, chemical 
products, and small aircraft. 

What next?

Chinese authorities have not specified when the tariffs 
will be implemented, saying the rollout would depend on 
when the US introduces its own tariffs. However, for the 
time being, they have signalled their willingness to 
negotiate. 

The US has said it will consult with businesses within the 
next 30 days before making its final decision. In our view, 
China’s somewhat tougher than expected response –
including some commercially-important and politically-
sensitive goods such as soybeans – is aimed at forcing 
the US to the negotiating table (Table 1).

Investments, annuity and insurance products:

ARE NOT 
A BANK 

DEPOSIT OR 
OBLIGATION 

OF THE 
BANK OR 

ANY OF ITS 
AFFILIATES

ARE
NOT
FDIC

INSURED

ARE NOT 
INSURED 
BY ANY 

FEDERAL 
GOVERN-

MENT 
AGENCY

ARE NOT 
GUARANTEED 

BY THE 
BANK OR 

ANY OF ITS 
AFFILIATES

MAY 
LOSE 

VALUE

This commentary provides a high level overview of the recent economic environment, and is for information purposes only. It is a marketing 
communication and does not constitute investment advice or a recommendation to any reader of this content to buy or sell investments nor should 
it be regarded as investment research. It has not been prepared in accordance with legal requirements designed to promote the independence of 
investment research and is not subject to any prohibition on dealing ahead of its dissemination.
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Table 1: Top five US product exports to China (2017)

Product
Value 
(USDbn) Comments

Civilian aircraft 16.3 Tariffs limited to small aircraft

Soybeans 12.4 8 of top 10 US producing states 
are Republican-held

Passenger cars 10.5 US auto production center
Michigan is a crucial swing state

Industrial machines 5.4 Exempt from potential tariffs

Crude oil 4.4 Exempt from potential tariffs

Source: US Census Bureau, HSBC Global Asset Management, as at 4 April 2018

As we have previously noted, there is a good chance that 
China will make some concessions in the coming weeks, 
which may help to calm tensions. For example, last 
month South Korea gained an exemption from recently 
announced US steel and aluminium tariffs by raising its 
quotas on US auto imports.

Potential concessions by China could include: increased 
services market access; enforcement of intellectual 
property (IP) protection or increased payments for US IP; 
reduced tariffs on certain imports of US products; an 
agreement to import more US products e.g. 
semiconductors, or liquefied natural gas as proposed by 
US Commerce Secretary Wilbur Ross.

Potential impacts
Assuming the Chinese tariffs are imposed, the impact on 
the US economy is likely to be minimal. The tariffs affect 
roughly 38% of exports to China, but this represents only 
3% of total US exports (in 2017). Also, for some products 
such as aircraft or soybeans, Chinese buyers may 
accept higher prices given the limited availability of 
substitutes in the global market. 

For China, these tariffs may push inflation slightly higher 
(e.g. soybeans are an important pig feed), but affected 
goods only represent a fraction of total Chinese imports, 
so the overall impact is likely to be muted. The 
government may also counter adverse economic 
impacts by some policy support measures.

Market considerations

For the time being, we have not altered our asset class 
views, which include an overweight stance on global 
equities.

The tariffs have yet to be implemented, and remain 
dependent on the outcome of the 30-day consultation 
period, providing room for the US and China to 
negotiate. There are major incentives for both sides of 
the table to reach an agreement.

We continue to monitor the situation closely and will 
communicate the potential implications of any further 
escalation in due course. A potential breakdown of talks 
over the next month and the implementation of further 
measures, potentially including more economically-
damaging quotas and investment restrictions, are key 
risks. In this respect, the US are expected to announce 
restrictions on Chinese investments before late May. It 
will be important to monitor the Chinese response, 
should this happen.
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The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for 
any purpose. All non-authorized reproduction or use of this document will be the responsibility of the user and may lead to legal 
proceedings. The material contained in this document is for general information purposes only and does not constitute advice or a 
recommendation to buy or sell investments. Some of the statements contained in this document may be considered forward 
looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not 
guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those 
described in such forward-looking statements as a result of various factors. We do not undertake any obligation to update the 
forward-looking statements contained herein, or to update the reasons why actual results could differ from those projected in the 
forward-looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor a 
recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The 
views and opinions expressed herein are those of HSBC Global Asset Management Global Investment Strategy Unit and HSBC 
Securities (USA) Inc. at the time of preparation, and are subject to change at any time. These views may not necessarily indicate 
current portfolios’ composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual 
clients’ objectives, risk preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount 
originally invested. Past performance contained in this document is not a reliable indicator of future performance while any 
forecasts, projections and simulations contained herein should not be relied upon as an indication of future results. Where 
overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well as up. 
Investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in some 
established markets. Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, 
have been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative 
currency values and other protectionist measures imposed or negotiated by the countries with which they trade. These economies 
also have been and may continue to be affected adversely by economic conditions in the countries in which they trade. Mutual 
fund investments are subject to market risks, read all related documents carefully. Please consider the investment objectives, 
risks, charges and expenses carefully before investing. The prospectus, which contains this and other information, can 
be obtained by calling an HSBC Securities (USA) Inc. Financial Advisor or call 888-525-5757. Read it carefully before you 
invest.

Investment and certain insurance products, including annuities, are offered by HSBC Securities (USA) Inc. (HSI), member 
NYSE/FINRA/SIPC. In California, HSI conducts insurance business as HSBC Securities Insurance Services. License #: 
OE67746. HSI is an affiliate of HSBC Bank USA, N.A. Whole life, universal life, term life, and other types of insurance are 
provided by unaffiliated third parties and are offered through Insurance Agents of HSBC Insurance Agency (USA) Inc., a wholly 
owned subsidiary of HSBC Bank USA, N.A. Products and services may vary by state and are not available in all states. California 
license #: OD36843.

Investments, Annuity and Insurance Products: Are not a deposit or other obligation of the bank or any of its affiliates; 
Not FDIC insured or insured by any federal government agency of the United States; Not guaranteed by the bank or any 
of its affiliates; and subject to investment risk, including possible loss of principal invested.
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