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Mixed week on US-China trade dispute
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LOOKING BACK
• Mixed week on US-China trade dispute. On Monday, China expectedly
retaliated by raising tariffs from 10% to between 10% and 25% on
USD60 bn worth of US imports. Meanwhile, Trump sought to intensify
pressure on China by banning US companies from doing business with
Huawei and at the same time offering to meet China’s President Xi on
the sidelines of the upcoming G20 summit in June. Overall, it was a
mixed week on the US-China trade front with the S&P500 recovering
most of the ground it initially lost, to end the week lower by just 0.8%.
• Trump steps back on trade disputes elsewhere to focus on China.
As the US-China trade dispute ensues, Trump appeared to be striking
a conciliatory tone with other countries over trade. He announced he
would delay his decision to impose tariffs on automobiles imported
from the EU and other countries including Japan for at least six months.
Meanwhile, Trump also paved the way for the ratification of the revised
NAFTA deal by lifting steel and aluminium tariffs on Canada and Mexico.
The tariffs on Turkish steel imports were also halved from 50% to 25%.
• GBP falls on Brexit talk breakdown. On Friday, Brexit negotiations
between PM May and her opposition broke down with Corbyn - the
Labour Party leader - vowing to vote against the Brexit deal in early
June. Meanwhile, the GBP came under further pressure after former
UK Foreign Secretary Johnson, an ardent Brexit supporter, announced
that he would stand for the Conservative Party leadership once PM May
resigns. Both the developments raised the possibility of a no-deal Brexit,
affecting the GBP, which slumped 2.1% against the USD last week.
• Chinese macro data disappoints. Amid the deepening rift between the
US and China on trade, a batch of data showed the Chinese economy
remains vulnerable to a further slowdown even before fresh US tariffs
take effect. April figures for industrial output and retail sales painted
a hazy picture as levels came in below expectations. Although retail
sales grew 7.2% in April year-over-year, the growth was its slowest in
more than 16 years. The deteriorating macro outlook remains a worry
for policymakers and raises expectations of a further monetary and
fiscal boost. The Shanghai Composite lost 1.9% while the CNY fell 1.4%
against the USD last week.
• Tensions flare up in Middle East. Tensions heightened last week in
the region after sabotage attacks on two oil tankers in the Gulf and
drone attacks on some Saudi energy facilities were reported. Both the
US and Iran called for restraint, mitigating concerns somewhat. Despite
the tensions, oil prices were largely stable last week after the IEA cut its
global oil-demand forecast on disappointing fuel consumption in China,
Japan and Brazil so far this year.

LOOKING FORWARD
• Japan reports its GDP and Industrial Production (IP) data on Monday
while the UK releases its CPI on Wednesday. Global flash PMIs will be
announced on Thursday while UK retail sales data will be published
on Friday.
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