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US tariffs raised from 10% to 25%, 
but negotiations continue

US tariffs increased from 10% 
to 25% on USD200bn worth of 
Chinese goods, effective on 
Friday, mostly affecting parts 
and components imports

The reaction of Chinese 
authorities has been cautious, 
stating counter-measures 
instead of retaliation

The outcome of the 
negotiations remains unclear, 
but any extension of tariffs to 
other Chinese goods would 
take time. It is also in both 
sides interest to reach an 
agreement

Our views

Our core asset class views 
are unchanged. We remain 
overweight global equities
as economic growth should 
remain resilient. We also 
retain our underweight 
positioning in advanced 
economies’ government 
bonds

US tariff increases implemented
As announced on Sunday 5 May by President Trump, US tariffs on USD200bn worth 
of Chinese goods were raised from 10% to 25% on Friday 10 May. The initial threat 
of the tariff increases took investors by surprise, given previous signals that talks 
were progressing well and that a number of hurdles had been cleared. Global equity 
markets came under pressure as a result. However, the reaction to the actual 
decision to raise tariffs has been more muted.
According to media reports, the latest sticking point relates to how China is planning 
to enforce agreed measures to curb technology transfers and to protect US 
intellectual property. The US would like these measures to be enshrined in law, while 
China is arguing the issue could be dealt with by altering regulations. There could 
also be disagreements on the schedule for removing existing tariffs, and industrial 
subsidies.
China’s negotiating delegation, led by Chinese Vice Premier Liu He, stated 
immediately after the tariff increases became effective that China will have to take 
“counter-measures”, without developing further, while expressing its hope that a 
negotiated resolution of the current tensions will be achieved. Interestingly, the 
Chinese delegation refrained from mentioning retaliation, which would have been 
seen as a sign of escalation. Instead, counter-measures could take the form of 
monetary and fiscal stimulation of the economy to mitigate the negative impact of 
higher tariffs. Negotiations between the US and China are expected to resume later 
today. 

Extending tariffs will take time
The US President also threatened on Sunday to impose fresh tariffs of 25% on 
USD325bn worth of Chinese goods “shortly”. Implementing tariffs on the remaining 
imports from China would likely take a number of months in order to go through the 
required regulatory process (including public comment). It is important to note that 
more of these goods cover finished consumer goods rather than imported 
components/raw materials. 
The potential reaction from China is hard to predict. At present it has USD50bn worth 
of goods imports from the US at a 25% tariff, and another USD60bn at around an 8% 
tariff, which together cover all goods imports. As a first step China could raise the 8% 
tariff to 25%, or even higher given the lower value of US exports to China. 
It could also take symbolic decision like discouraging the consumption of US services 
by Chinese households and firms, for instance by making it harder and/or less 
attractive for Chinese citizens to study and go as tourists to the US, and being (even) 
more restrictive in allowing US movies to be shown in Chinese cinemas.
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Market considerations
We continue to maintain a pro-risk stance in our multi asset portfolios, for a number of reasons:

1. Valuations for equities remain relatively attractive, while corporate fundamentals look reasonable.
2. Even if China reacts by raising its own tariffs, we have previously shown the adverse economic impact to be relatively 

minor. Overall, US and Chinese growth would still be expected to perform well this year and next.
3. There is also room for policy easing to offset any adverse effects. 
4. An escalation of tariffs to the full suite of US imports from China would be more economically damaging. However, we 

think the probability of this scenario is low.
5. Ultimately, it remains in both sides’ interests to strike a deal. Significant progress has been made so far and it would be 

surprising if negotiations were scrapped.

Overall, we think increased market volatility creates buying opportunities for equities.
Meanwhile, we remain comfortable with an underweight position in DM government bonds given low prospective returns. Further 
tariffs raise the risk of higher US inflation, which could weigh on bond prices. Nevertheless, government bonds may still deliver 
diversification benefits, should concerns over economic growth intensify (prospective risk-adjusted returns are higher in shorter 
duration Treasuries). Dovish central bank policy is also a positive.
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Important information:

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 offered through 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. 

All decisions regarding the tax implications of your investment(s) should be made in consultation with your independent 
tax advisor.


