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Trump tightens the trade screws  

25% tariff on $200bn worth of Chinese goods put back on the negotiating table 
President Trump has fired the first shot ahead of trade talks 

between the US and China.  Last weekend, he pre-empted 

scheduled trade negotiations by announcing an increase in the 

tariff on $200bn worth of Chinese goods from 10% to 25% to come 

into effect at about 4pm NZT today.  He also threatened to impose 

25% tariffs on an additional $325 billion of Chinese goods "shortly." 

This announcement broke the uneasy truce that had held since 

December 2018. Indeed, we had speculated at the time that the 

truce may not hold.  Meanwhile, China has responded to the 

increase by vowing to retaliate with “necessary countermeasures.” 

However, Trump then backtracked later this week, insisting a 

trade deal “could still be reached.” On the surface, these tactics fit 

with Trump’s modus operandi of forcing trade partners into 

negotiations, before quietly reaching an agreement. Accordingly, we expect an outcome along similar lines. 

Nonetheless, Trump’s tactics make markets nervous, and in the meantime, the tit-for-tat tariffs impose costs on 

importers and exporters on both sides. As such, financial markets, including currency markets, are likely to remain 

volatile until the trade negotiations reach a conclusion and an announcement is made. 

Week ending 3 May 
The ASB Commodity Price Index was largely flat last week. The 

Index was unchanged in NZD terms and down a touch (0.3%) in 

USD terms. 

Dairy prices fell in USD terms as skim milk powder and 

cheddar prices dipped over the week. In contrast, sheep/beef 

prices lifted a touch as both lamb and beef prices posted gains. 

The NZD/USD has made up its falls in the immediate aftermath 

of the RBNZ’s cut to the Official Cash Rate.  As at the time of 

writing, the NZD/USD was trading at 0.6600. 

* For all indices 2017 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 3rd May 2019 

 Index* Week % Year %**

Total NZD 108.5 0.0% 5.4%

Total SDR 102.3 -0.5% 2.7%

Total USD 102.2 -0.3% -1.1%

Dairy USD 106.1 -0.5% 4.0%

Sheep/beef USD 95.9 0.4% -7.0%

Forestry USD 100.2 -0.2% -4.3%

Fruit USD 103.5 -0.2% 1.6%

NZD/USD 0.6647 -0.2% -6.2%
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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