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Global Economics View – Tariffs Delay to Keep Trade War for Longer  
(Cesar Rojas 13 Aug 2019) 
 

    

 Bottom line 

The USTR announcement to “delay the implementation of tariffs on some Chinese goods to 15 December, remove some items 

from the list, but still implement tariffs on other goods on 1 September’” reduces the pace in trade tensions escalation but extends 

its potential length. We continue to believe that the window of opportunity for a trade deal without further escalation has already 

closed, with the current US economic and financial conditions providing room for a continued aggressive stance on trade.  

 Tariffs delay on ‘progress’ in negotiations… and year-end retail sales 

President Trump noted that the delay in tariffs was due to a good talk with China and to prevent any impact to the Christmas 

shopping season. We had highlighted the possibility of a tariffs delay contingent on progress in the negotiations (the USTR can 

delay tariffs by up to 6 months). While the delay could be seen as some ‘goodwill’ to continue with trade talks and resume Chinese 

purchases of agricultural goods, it also gives additional time to the US given these items would have a larger impact on inflation 

and consumption (as this list is more consumer goods-intensive than previous tariffs, Figure 2, Figure 5, and Figure 6). We 

estimate that the list that will get 10% tariffs by 1 September will cover around ~$104bn worth of Chinese goods, with 70% of these 

being consumer goods (including electrical machinery, apparel, Figure 7). The second list that will face 10% tariffs by Dec 15 will 

cover around ~$161bn worth of Chinese goods, with about 43% of these being consumer goods (including cell phones, laptops, 

video games, toys, computer monitors and some apparel items) plus around 27% of the list being automotive-related goods 

(radios, Figure 8). The USTR removed ~$29bn Chinese goods based on health, safety, and national security among other factors.  

 The window for a deal without further escalation has closed 

While the tariffs delay could be read as a reduction in the pace of escalation, our base case is for the US-China trade war to 

continue. The segregation into different tranches provides room for additional escalation (e.g. increase in tariffs from 10% to 25%) 

for much longer (e.g. tariffs increase in the September tranche before increases in the December tranche), and without initially 

impacting directly the goods that would have a larger impact on the US (e.g. still large share of consumer goods left in the 

December tranche). We expect the 10% tariffs on the September tranche to be implemented on 1 Sep, and expect further 

escalation and the tariffs on the December tranche to be contingent on resuming face-to-face negotiations ahead of December. 

Provided that the US economic and financial conditions continue to be favorable, the US would keep an aggressive stance on 

trade. If it worsens into the 2020 election (e.g. a sharp correction in equity markets, larger impact from the new round of tariffs), 

then we could see the US administration stepping back and agreeing on a ‘veneer of deal.’ While still not our base case, we 

continue to see an increasing probability of ‘No US-China trade deal’ under the current US administration. 

 

Link to full article to read the report:  
 

 

https://au.citifirst.com/EN/downloads/d2cb1cfc-5aa4-492c-9c5e-3a2ce37f2540/Minis-Strike-and-Stop-Loss-Consolidated.pdf
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https://au.citifirst.com/EN/downloads/f638a342-4dcb-42e3-8dbf-ee9552557182/Instal-MINIs-Pricing-Consolidated.pdf
https://au.citifirst.com/EN/downloads/df0e52fc-d0c5-4ff5-897f-bf40f5b00225/Bonus-Pricing.pdf
https://au.citifirst.com/EN
https://www.citivelocity.com/t/r/eppublic/1gB87
https://www.citivelocity.com/t/r/eppublic/1d8PL
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Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

NDXKCG $814,000 Citi Buys FMGKOW 152,000 Citi Buys 

XJOMOQ $485,254 Citi Sells TAHKOD 125,000 Citi Sells 

FMGKOW $253,080 Citi Buys XJOMOQ 98,923 Citi Sells 

WBCJOT $248,400 Citi Buys SARKOC 62,000 Citi Sells 

CBAJOA $222,571 Citi Sells FMGKOL 60,000 Intraday 

Stopped Out Warrants 

Warrant Code Strike Stop Loss Remaining Value Stop Loss Date Final Listing Date 

DJX 25050.2741 25785 11.05 13/08/2019 15/08/2019 

CIMKOI 29.5610 32.46 2.85 13/08/2019 15/08/2019 

COHKCD 186.9560 205.26 17.77 13/08/2019 15/08/2019 

CYBJOB 2.3660 2.60 0.23 13/08/2019 15/08/2019 

CYBKCA 2.3680 2.60 0.23 13/08/2019 15/08/2019 

PDLKOA 6.1540 6.76 0.605 13/08/2019 15/08/2019 

      
 

Headlines & Highlights 

 

 President Trump has taken a step back in the trade war with China, delaying a 10% tariff on Chinese products until 
December. The announcement came after Vice Premier Liu He revealed he engaged in talks with USTR Robert 
Lightizer and Treasury Secretary Steven Mnuchin via the phone, and planned more calls in 2 weeks. 

 Tensions in Hong Kong have continued to escalate, with airport authorities shutting down the airport for a 2nd day in 
a row following demonstrations. The authorities also obtained a court injunction against the protesters, which has not 
yet been enforced. The US also stepped in, urging Beijing to respect local rights whilst Trump stated that reports from 
US intelligence agencies show that Chinese troops are moving in towards the border.  

 Consumer prices in the US unexpectedly accelerated in July, hitting a 6 month high and signalling that inflation may 
be firming. Core CPI, which excludes food and energy, rose 0.3% from the prior month and 2.2% from a year earlier, 
with both gains topping estimates. 
 

Overnight  

 
Equities | S&P500 2,926.32 (+1.50%)  |  Stoxx600 372.40 (+0.54%)  |  FTSE100 7,250.90 (+0.33%) 

 US: US Stocks rallied overnight as Trump said the US would delay the additional 10% tariffs on Chinese goods 
until mid-December. The S&P rose 1.5% on the day closing up +43.23 to 2926.32. The IT (+2.47%) and Consumer 
Discretionary (+1.67%) benefitted most from the news while all other sectors gained as well. Symantec (+6.69%) 
and Best Buy (+6.47%) were the greatest gainers on the day. 

 EU: European equities also rose overnight with the Stoxx600 up +0.54% to 372.4 with Energy (+1.63%) and 
Materials (+1.13%) the sectors that gained the most on the day. Salmar (SALM +6.72%)  was the greatest gainer 
on the day as the outlook on the Norwegian seafood industry improved after the DNB took a more neutral stance 
towards the sector. The FTSE rose +0.33% to 7250.90 with Materials (+1.65%) and Energy (+1.14%) gaining the 
most.  BP (BP +1.22%) and Shell (RDSB +1.34%) benefitted as oil climbed with Brent above $60 a barrel for the 
first time this week as Chinese trader Unipec booked a ship to load 2 million barrels of U.S. Gulf crude next month, 
which is the first time since the proposed extra tariffs. The DAX also rose +0.6% to 11750.13 as Healthcare 
(+1.56%) and IT (+1.04%) were the highest performing sector on the day. 

Foreign exchange |  AUDUSD 0.6799 (+0.57%)  |  DXY 97.8370 (+0.28%)  |  EURUSD 1.1172 (-0.19%) 

 Haven currencies fell sharply Tuesday in risk-on trade as the U.S. said it will delay tariffs on some Chinese goods 



 

until mid-December after officials from both countries spoke and agreed to continue trade talks by phone in two 
weeks. The yen dropped against all G-10 peers, with a decline of as much as 1.6% against the greenback, the 
biggest since January 2017, and as much as 2.6% vs the Australian dollar, the largest since July 2016; the Swiss 
franc was also down broadly. The yen later pared some losses as Hong Kong police entered the city’s airport with 
riot gear to disperse protesters; Hong Kong’s government said it will act against those responsible for violence at 
the airport. 

 USD/JPY was +1.36% to ~106.74 after rising as much as 1.6% to 106.98, the highest in a week; the pair was 
poised to halt a four-day slide.  

 The dollar rallied overnight with the DXY closing 0.28% higher on the back of trade war updates. 

 EUR/USD was down 0.4% to ~1.1172, near the day’s low of 1.1170. 

 AUD/USD was +0.6% to ~0.6799; the pair rose as much as 1% on the tariff news; Aussie was the top G-10 
performer; NZD/USD was up 0.1% at ~0.6453. 

Commodities | Gold 1,512.40 (-0.32%)  |  WTI 56.73 (+3.28%)  |  Copper 2.60 (-0.23%) 

 The Bloomberg Commodity Index rebounded as oil and metals climbed higher. Brent (+4.1%) moved above $61 a 
barrel for the first time in a week as the trade deadlock between the world’s biggest economics showed signs of 
easing.  Optimism swept across financial markets after the US postponed tariffs on some Chinese goods as new 
talks are scheduled as well. Meanwhile, US crude inventories probably dropped by about 2.5mm barrels last week, 
according to median analyst estimates, adding to the bullish narrative this morning.  

 Gold plunged from a six year high, though holding above $1,500 an ounce, on Trump’s tariff decision. Copper, on 
the other hand, surged on the news with futures for Sept delivery gaining 1.7% on the Comex. All other base 
metals are also higher on the LME following the risk on sentiment, with cobalt (-3.2%) the only decliner.  

 Soybeans (+1.1%) and cotton (+2.2%) futures jumped, while corn (-4.1%) extended its rout as traders continue to 
respond to estimates for higher-than-expected yields and planted acreage. The greater corn plantings is stinging 
farmers that now face a $3.5bn loss, as some farmers held back on selling on the hopes of a rally due to delayed 
sowings earlier in the year. More farmer aid from the Trump administration may be announced... 
 

 
 

 
CORPORATE 

 CPU.AX Full Year 2019 Computershare Ltd Earnings Presentation 

 CPU.AX Full Year 2019 Computershare Ltd Earnings Release 

 CSL.AX              Full Year 2019 CSL Ltd Earnings Release 

 DXS.AX Full Year 2019 Dexus Earnings Release 

 NAB.AX Q3 2019 National Australia Bank Ltd Trading Statement Release 

 SKC.NZ Full Year 2019 Skycity Entertainment Group Ltd Earnings Release 

 TAH.AX Full Year 2019 Tabcorp Holdings Ltd Earnings Presentation 

 TAH.AX Full Year 2019 Tabcorp Holdings Ltd Earnings Release 
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 11:30 AU Wage Price Index QoQ 

 11:30 AU Wage Price Index YoY 

 
 

Overnight Summary  

 
 

-- Equities --  Last     Chg     %chg  

Dow                26,280     +382     +1.4%  

S&P500              2,926     +43     +1.5%  

Nasdaq             8,016     +153     +1.9%  

Euro Stoxx  3,357     +31     +0.9%  

Shanghai Comp.  2,797     -18     -0.6%  

Nikkei  20,455     -229     -1.1%  

….SPI (Aust)      6,540     +48     +0.7%  

-- Cmdty --   Last     Chg      %chg  

Aluminium         80.3     0.0     -0.1%  

Copper             260.5     -0.6     -0.2%  

Nickel                712.6     7.3     +1.0%  

Coking Coal  156.2     -0.5     -0.3%  



 

Thermal Coal  67.2     -0.1     -0.2%  

Iron Ore  89.3     2.5     +2.8%  

Gold  1506.20     -4.70     -0.3%  

Oil…WTI  57.10     +2.17     +4.0%  

Oil..Brent  60.95     +2.38     +4.1%  

Zinc  2278.00     +44.00     +2.0%  

Gas              2.16     +0.06     +2.7%  

-- DLCs --    Last        Chg     %chg  

BHP Billiton Plc  1,816     18.6     +1.0%  

Rio Plc  4,118     77.0     +1.9%  

Clydesdale Plc  144     -2.0      -1.3%  
South 32 - 
London  163     6.7     +4.3%  

-- US listeds --  Last     Chg     %chg  

BHP - adr      50.65      +1.13     +2.2%  

RIO - adr      50.01     +1.25     +2.5%  

Janus Henderson  18.48     0.0      +0.2%  

Resmed         134.99      +3.47     +2.6%  

NWS A  14.04     +0.01       +0.1%  

James Hardie  15.34     +0.36       +2.4%  

Bonds  Last     Chg     %chg  

US 10 Year  1.70     +0.06        

Aus 10 Year  0.93     -0.03        

Volatility  Last     Chg     %chg  

VIX  17.52      -3.57     -16.9%  

Source: Bloomberg  
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For further information please contact the CitiFirst Sales desk on 1300 30 70 70.  To unsubscribe, please email citifirst.warrants@citi.com. 
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Where this communication is distributed outside Australia it is distributed through authorised affiliates (collectively, “Citi”).  

Investors should ensure they read the Product Disclosure Statement (PDS) associated with each warrant in its entirety prior to making an investment decision. All of the PDS’ are 
available on the CitiFirst Warrants website at www.citifirst.com.au. 
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constitute “research” as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not intended to 

represent the whole report and is not in itself considered a recommendation or research report. All views, opinions and estimates expressed in this communication (i) may change 
without notice and (ii) may differ from those views, opinions and estimates held or expressed by Citi or other Citi personnel.  

This communication is provided for information and discussion purposes only, is subject to change without notice, is strictly confidential, may not be reproduced and is intended for 
your use only. It does not include a number of terms and conditions that will be included in any actual transaction and final terms and conditions are subject to further discussion 

and negotiation nor does it purport to identify all risks (direct or indirect). This communication is not a commitment to deal in any product, offer financing or enter into any transaction 
described herein. Unless otherwise indicated, (i) it does not constitute an offer or recommendation to purchase or sell any financial instruments or other products, (ii) it does not 
constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject to CFTC rules) and (iii) it is not intended as an official 
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communication is based on generally available information and, although obtained from sources believed by Citi to be reliable, its accuracy and completeness cannot be assured, 
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and such information may be incomplete or condensed.  

Citi is not acting as your agent, fiduciary or investment adviser and is not managing your account. The provision of information in this communication is not based on your individual 
circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. It does not constitute investment advice and Citi makes 
no recommendation as to the suitability of any of the products or transactions mentioned. Even if Citi possesses information as to your objectives in relation to any transaction, 
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Save in those jurisdictions where it is not permissible to make such a statement, we hereby inform you that this communication should not be considered as a solicitation or offer to 
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financial resources or any other relevant circumstance or consideration. Where you are acting as an adviser or agent, you should evaluate this communication in light of the 
circumstances applicable to your principal and the scope of your authority 

The information in this communication, including any trade or strategy ideas, is provided by individual sales and/or trading personnel of Citi and not by Citi’s research department 
and therefore the directives on the independence of research do not apply. Any view expressed in this communication may represent the current views and interpretations of the 
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indicative. Although all information has been obtained from, and is based upon sources believed to be reliable, it may be incomplete or condensed and its accuracy cannot be 
guaranteed. Citi makes no representation or warranty, expressed or implied, as to the accuracy of the information, the reasonableness of any assumptions used in calculating any 
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date of the relevant material and are subject to change without notice. Provision of information may cease at any time without reason or notice being given. Commissions and other 
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This communication contains data compilations, writings and information that are confidential and proprietary to Citi and protected under copyright and other intellectual property 
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