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US Presidential Election
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Still a Close Race, But Betting Odds and Polls Suggest Trump will Likely Win…

Source: RealClearPolitics. Data as of 1 August 2024. Source: RealClearPolitics. Data as of 1 August 2024.
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Polls, Betting Odds and Shooting Incident Imply Trump Victory is Gaining Traction

• To China, Trump is marginally worse than Harris/Democrat party. Both administrations will continue to ramp up sanctions/tensions against China as it is 
politically and strategically correct from the perspectives of most voters. To China, Trump is marginally worse as: (1) he is less predictable; (2) he will likely raise 
tariff on China goods (60%+ based on latest comments from Trump) and cut US corporate tax rate; (3) he might roll back some of Biden administration climate 
policies – less electric vehicles and solar panel demand in short.

• Yes, Trump has a track record of flip-flopping, but import tariff hikes and corporate tax reductions are inevitable, in our view. On various occasions, 
including the latest interview with Bloomberg Businessweek, he reiterated his preference for import tariffs – new tariffs of anywhere from 60% - 100% on China 
goods and 10% tariff on imports from other countries. Regarding corporate tax rate, he vowed to push it lower to 20% (vs. 21% at present) and ultimately to 15%. 
In our view, the immediate impact will be more Chinese imports to be replaced by domestic production, low-cost countries (e.g. India) and allies of US in Asia (e.g. 
Japan, South Korea). These measures will likely help domestic jobs market at the expense of inflation and fiscal situation.

• Return to traditional energy sources and cut back electric vehicle subsidies. The reduction or even full cancellation of electric vehicle subsidies will definitely 
hurt demand for electric vehicles and copper in the near term (development of EVs require more copper than traditional autos – charging poles, copper wiring, grid 
improvement). Demand for crude oil will rebound as the sales mix shifts back to traditional autos. But then, Trump is likely going to offset the positive impact on oil 
price through regulatory easing.

• Market reactions and policies are always dynamic – but we believe these are key trends with high certainty under Trump presidency. (1) inflation and 
interest rates will likely remain sticky as most of his policies are inflationary; (2) USD could weaken moderately in the medium term as Trump might force a lower 
real interest rates regardless of sticky inflation; (3) prices of EV-related commodities (e.g. copper, aluminum) will be trading rangebound in the near term as Trump 
said he vowed to end EV mandate on DAY 1; but then market has quickly priced in this factor (along with higher China tariffs risks) with copper/alu prices tumbled 
c.8% in just 2 weeks
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… Thus Time to Revisit Trump’s Policies and Key Implications
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Policy Comparisons: Trump vs. Biden

Notable 
differences in 
these areas
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Sanctions will Ramp Up – Biden/Harris or Trump Administration Does NOT Matter Much

• US sanctions on China continued to ramp up in recent years – whether it was under Trump or Biden Administration

• The core focus is to curtail China’s development in technology, new energy and high-value exports

• The number of Chinese entities to be added to entity list is expected to rise in the rest of 2024 as presidential election campaign heats up, in our view

Source: Department of Commerce, Bloomberg Source: 
Factset



Trump’s 60%+ Tariff might Take China Imports Close to Zero

• Trump increased the tariff rate on China imports to 25% during his first term and he recently suggested increasing that to “60% or more”

• Should a 60% tariff rate is adopted, the share of Chinese imports may decline to close to zero in 2030, according to Bloomberg Economics’ 
estimates

• This should hurt China’s export to the US and benefit Southeast Asia
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Trump is Not Keen on Carbon Emission Reduction

• In his first term, Trump pulled the US out of 
the 2015 Paris climate agreement, rolled 
back environmental regulations and 
unleashed oil and gas drilling

• Biden then rejoined the Paris accord, 
ordered the government to decarbonize by 
2050, enacted the Inflation Reduction Act, 
etc

• If Trump is elected again, electric vehicles 
and other “green” businesses will be at 
risks

• For instance, he can slow down the national 
EV charging network development and pull 
out of Paris climate agreement again

• In short, a Trump election win is likely 
negative to demand for “green” products 
(EV, solar panels, charging equipment, etc)
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Negative Earnings Impact from Tariff
Assuming 60% tariffs, 50% pass-thru and 
USDCNY depreciates to 8 (vs. 7.24 at present)

• Exporters’ earnings will be most negatively 
impacted by tariff hikes – in aggregate they will 
see c.13% earnings decline

• Low-end products with low pricing power and 
ample substitutes will see more notable loss in 
business
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Japanese Yen Market 



Yen Appreciation to Continue amid Rate Hikes and Tapering

Source: Goldman Sachs, Ministry of Internal Affairs and Communications              Source: Goldman Sachs, Bloomberg
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• Kazuo Ueda (植田和男 ) has become the new BoJ Governor in April 2023 and two policy rate hikes have been initiated by BOJ

• Coupled with inflation remaining above BOJ’s longer term target of 2%, BOJ is expected to raise interest rate by another 1-2 times by end-2024

• Japanese yen has modest appreciation potential against USD as the aggressive and years-long YCC gradually normalizes

• We expect JPY to appreciate to around 120 by end-2027 vs. the USD, as US/JP interest rate differential narrows

13

Japanese inflation is hitting levels not seen since the early 1980s USDJPY trend and timing of central bank interventions

https://marquee.gs.com/s/plottool/CHNIN5PA9DBC9LXUJW
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Recap of previous month:
• For July, Hang Seng Index (HSI) corrected for the second consecutive month and ended c.1% lower (dividend adjusted). Investor sentiment turned

• negative in the back half of the month as share prices of US mega-tech companies slumped due to concerns over potential earnings misses and
• unwind of carry trades amid JPY strength. Furthermore, the failed assassination raised Trump’s US presidential election winning odds, which prompted 

investors to revisit some of “Trump Trades”. As a result, Asian exporters and commodities tumbled as Trump’s policies (import tariffs and EV subsidy 

cuts) are seen as unfavorable to those segments in general. The closely-watched Third Plenum held in late July turned out to be almost a non-event, 

which was a bit disappointing.

Our view for the coming month:
• “To Hold Without Lifting; Stability First” 托而不举，稳字当先 has been the key strategy and motto adopted by the Chinese top decision-makers over 

the past few years. This means stimulus or policy easing will only kick in when instability appears in the economy or financial markets. After some 

market instability recently, we have started to see modest supportive policy rollouts: (1) PBOC announced 10bps/20bps cut in LPR and MLF;

• (2) MoF arranging c.Rmb300bn ultra long-term special bonds to support equipment upgrades and consumer product replacements. As recent data
• show cooling US economy and inflation, we expect the Fed to send dovish signals in upcoming FOMC meetings. This should allow PBOC to further ease 

monetary policy (e.g. RRR reduction) in coming weeks. Despite global tech sector correction, BOJ rate hike and rising US recession fear, these supportive 

factors could marginally offset such negative impact. Overall, we expect HSI to perform relatively better than the global markets in August given its 

lower valuation, tech exposure and foreign ownership level.

• Other key events to watch for in August: (1) earnings from US mega tech and China/HK companies; (2) tone of US/JP central banks - BOJ and FOMC 

meetings; (3) economic policy views from Kamala Harris
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August: PBOC Rate Cuts and Dovish Fed to Bring Marginal Offsetting Impact
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HSI Technical Review 

• Hang Seng Index has seen a downtrend recently as the post-1Q results optimism fades and global equity markets correct

• Technically the index is entering the typical oversold territory (<30) with RSI standing at c.39

Hang Seng Index trading range (1 year) Hang Seng Index 14D RSI (3 years)

Source: Goldman Sachs, Refinitiv

Hang Seng Index realized volatility (1 
year)
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Earnings Preview: Can China Narrow the Gap with the World/US?

• For instance, Hang Seng Index’s 12-month blended forward EPS estimates have been flattish over the past 2 years, which trailed the solid c.9%/11% increase for the MSCI 
World/S&P500 Index

• We did see very modest earnings momentum improvement for HSI after the 1Q24 results, but then weak macro data in the past few months failed to prompt 
analysts to lift their earnings forecasts – attention is shifted to 2Q corporate earnings for further clues for the rest of the year

• Despite low valuation, better earnings momentum is needed for HSI to deliver stronger price gains, in our view

Rebased EPS Estimates (12-month blended forward) in past 2 
years
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Total Returns (HSI, S&P500, MSCI World) in past 2 years



Summary of Upcoming Major Events
Date Events

1 August
(31 July in US)

US – FOMC Meeting
Market pricing points to no cuts; watch for any indications from Powell of taking the first cut in the next meeting (i.e. 
September)

2 August
US – Job data
• Further softening in nonfarm payrolls and any downward revisions? (vs. 206k in April)
• Will unemployment rate rise further? It will be the fourth monthly consecutive increase if so

14 August
US – CPI
• Will the downtick in core CPI continue?

22 August
US – Existing Home Sales
Will it stay weak amid elevated mortgage rate? Market is widely expecting c.4mn units

31 July – 1 August
CH – PMI
Will the divergence between official/Caixin PMI continue? Any further deterioration in the official PMI?

7 August
CH – Export Data
Can the strength sustain?

20 August
CH – Loan Prime Rate (LPR)
Chance of rate cut will be higher if Fed sent dovish signal in July FOMC
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US Market Views: Slower QT ahead of US Election an Intentional Pivot

2017-2019 Taper Cycle implies bumpier road ahead amid valuation de-rating despite positive earnings 
growth; Fed’s announcement on 1 May to slow QT starting on 1 June is likely an intentional pivot due 
to election factor, which will potentially keep valuation elevated for longer, in our view

• Fed entered phase 1 (Jun-Aug 2022) of this round of tapering cycle by shrinking its balance sheet by a cap of 
$47.5bn per month and we are now in phase 2 (since Sep 2022), with the amount increased to $95bn per 
month; but then in the May FOMC, the Fed announced to slow QT size to $60bn per month starting on 1 
June 2024

• In the 2017-2019 Taper Cycle, S&P 500’s 12-month forward P/E de-rated from c.18x to c.14x at one 
point and recovered to the pre-taper level only after Fed’s sharp policy U-Turn in late 2019

• The slower QT, coupled with resilient near-term earnings, will potentially keep the overall market 
valuation elevated for longer – likely to facilitate re-election of Joe Biden, in our view

• While valuation may stay at an elevated level for longer (potentially till November election) due to Fed’s 
intentional pivot, we continue to believe S&P 500 Index’s 2024E P/E of 22x (above LT ave. of 15.7x) is not 
compelling enough to us amid: (1) slowing but still elevated inflation; (2) geopolitical tensions between 
global super-powers; (3) US economic growth slowdown

• Strategy: Stay relatively defensive and nimble; shift some allocation to liquid Gold ETF (e.g. GLD US) or 
physical gold trust (e.g. PHYS US); cautious on unprofitable Tech with high valuation; prefer IG vs HY in USD 
markets; gradually increase overall investment portfolio duration to capture peaking market interest rates

Major changes vs previous views are highlighted in RED

Source: Basis Asset Management, Bloomberg, Goldman Sachs

Fed balance sheet to shrink: a year-long progress

S&P 500 earnings yield gap below LT average
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China Market Views: Taming Big Gray Rhinos Takes Time

• LGFV debt and property sector are regarded as two big gray rhinos given their importance to the economy, asset markets and 
banking system

• Top-level decision makers have taken a piecemeal approach thus far (Rmb1trn local debt swap program, city-level housing policy 
easing, etc.), which suggests a gradual pace of deleveraging and longer drag on economic recovery

• Unless policymakers turn to a “bazooka-style” approach (which we see unlikely at present given the scale of the problems 
and challenging geopolitical/economic conditions), we see no quick fix to the problems and the deleveraging processes could 
take another few years

• We expect the overall government policy direction to remain “To Hold Without Lifting; Stability First” 托而不举，稳字当先, 

which means stimulus or policy easing will only kick in when instability appears in the economy or financial markets

• We thus expect China/HK equity market major direction to remain range-bound with downside cushioned by cautious 
government support but upside capped by continued deleveraging efforts, unless we see turns in policy direction 
and/or improvement in geopolitical/economic conditions
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Putting US/China Economic Cycle Into Perspective

• US Economic Cycle is in the late “stagflation” phase (i.e. slowing growth and falling
inflation) and China in the late “reflation” phase (but can be swung by policies), in our
view

• Our base case is a mild US recession to take place around 2Q24; US corporate 
earnings momentum will weaken further in coming months as impact from the rapid 
interest rate hikes to ripple through the economy; expect US HY default risks to rise

• Our Recommendations:

– Equity: Stay very cautious on loss-making companies with poor cashflow/balance 
sheet as global interest rate remains elevated

– Credit: Overweight IG vs. HY in the USD markets (IG ETF: LQD US); for investors 
with heavy US equity market exposure, increase US IG credit exposure by 
cutting equities

– Asset Allocation: Reiterating our prudent stance; suggest maintaining some 
gold allocation on a 3-6 months horizon to hedge US recession risks in around 
2Q24

Major changes versus previous views are highlighted in RED

BofAML Investment Clock 
Framework

Source: BofAML, Basis AM US has moved further to the very-late
stage in “stagflation”, in our view

China is likely at this point; however it 
can be heavily swung by China 
policies 37
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Major Events for 2024

Key things to monitor:

• Housing and economic policies during the Third 
Plenary Meeting in China

• Timing of first rate cut by Fed and ECB

• US Presidential Election

– Market widely expecting Trump to return

– Poll suggests Trump will win

– Trump victory will likely introduce higher policy 
uncertainties
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Election Calendar for 2024

Source: The Economist, JP Morgan

Number of Countries

40 (21% of Global)

Population

3.2bn (41% of Global)

GDP

$44.2bn (42% of Global)
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APPENDIX



Weaker Global Growth and Tighter Financial Conditions in Most Major Economies

Source: Basis Asset Management, Bloomberg, Goldman Sachs. Data as of 24 May 2024.
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US Equity Valuations to De-rate and Value to Outperform Growth During Fed Rate Hike Cycles

Source: Basis Asset Management, Bloomberg, Goldman Sachs

Equity valuations de-rated on average during Fed rate hike 
cycles
S&P 500 12-month forward P/E ratios (trailing P/E before 1985)

Value has eventually outperformed growth during Fed rate hike cycles
S&P 500 12-month forward P/E ratios (trailing P/E before 1985)
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