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Key Points 

▪ US-China trade war de-escalated 

sharply with respective tariffs lowered 

by 115 %pts for next 90 days 

▪ The speed at which this truce is 

concluded suggests that economic 

impact from the tariff war is starting to 

bite for both sides   

▪ Best-case scenario after 90 days will be 

for the crisis to de-escalate further on 

the back of a “purchase agreement” 

from China and a potential fentanyl deal 

▪ But prevalence of policy uncertainties 

will still compel China to diversify its 

exports from the US while doubling 

down on domestic consumption 

▪ The V-shaped market recovery from the 

“Liberation Day” tariff sell-down 

underlines the importance of staying 

invested 

▪ Equities: Stay positive on Tech amid 

robust investments on AI and strong 

opportunities for semiconductor and 

the technology supply chain 

▪ Bonds: Stay overweight on high quality 

credit in 2-3Y bucket as a cash 

alternative; steeper yield curve provides 

opportunity to pick up good quality 

credit in 7-10Y bucket 

▪ Gold: Continue to advocate for gold as 

a risk diversifier in investors’ portfolio 

amid heightened recession risk   

Figure 1: Additional US tariffs on China (%) 

 

Source: Bloomberg, DBS 

 

ASSET ALLOCATION 

Portfolio Resilience in Era of Policy Ambiguity  

Rapid tariff de-escalation: Possible reasons. The US-China trade war de-escalated sharply 

following the meetings in Geneva, with both countries agreeing to reduce tariffs on each 

other by 115 %pts for the next 90 days. Unsurprisingly, both parties presented their 

decision as stemming from a position of power, each claiming victory. Who blinked first? 

While pundits will debate on who blinked first, the answer invariably lies somewhere in 

between.  

What we do know is that the US had overplayed its hand by ratcheting up tariffs (prompting 

tit-for-tat retaliation from China), and the economic impact is starting to bite for both sides, 

as evidenced by the speed at which the truce has come to pass.  

Make no mistake. A tariff of 145% essentially represents a trade embargo for US/China at 

a time when US President Trump is experiencing waning poll numbers at home. More 

tellingly, recent moves to adopt policies of the progressive left, such as tax increases for 

top earners and pharma price cuts, underline Trump’s urgency in boosting his popularity 

before the 2026 midterms and, above all, reframe the Republican party as one for the 

working class. Juxtaposed against this backdrop, it should not come as a surprise that 

Trump is keen to taper trade tension with China to avoid the economic repercussions of a 

full-blown trade war.     

The road ahead: Possible scenarios. What might happen after 90 days? Using the first 

Trump presidency as a guide, a best-case scenario will be further de-escalation, with China 

agreeing to significantly reduce trade deficits with the US. A deal to curb exports of fentanyl 

from China will be another positive if US and China manage to reach an agreement. 

However, one should be mindful that even with a best-case scenario, things are no longer 

the same. The prevalence of policy uncertainty will compel China to diversify where it 

exports to, while doubling down on domestic consumption. While these changes take time, 

the trade volume between US and China will nonetheless be eroded. 

Lessons from “Liberation Day” tariff sell-down: Stay invested. If the “Liberation Day” tariff 

sell-down has taught us anything, it will be for investors to stay invested. The recent 

correction serves as a great reminder of the challenges inherent with trying to “time the 

markets”. Indeed, attempting to predict the highs and lows of markets is a fool’s errand. 

Based on a study by JP Morgan, a fully invested position in S&P 500 over the last 20 years 

would have resulted in annualised returns of 10.2%. Miss the 10 best trading days and that 

drops to 6.0% (nearly a 40% haircut). The study also notes that seven of the 10 best days 

occur within 15 days of the 10 worst days. This tight clustering suggests that if fear pushes 

an investor to exit during times of market volatility, there is a high chance they will also 

miss out on the subsequent snapback rallies. To navigate the upcoming periods of policy 

ambiguity, listed below are our cross-asset recommendations:  

Equities:  

➢ The latest US-China trade deal is not a silver bullet by any means, but any thawing of 

relations is a welcome change of pace for investors, especially in the tech sector. The 

tech-heavy NASDAQ composite surged more than 4.3% on Monday following this 

positive development. While investors continue to digest the news and consider 

further implications, there remains plenty of reasons to be positive on the technology.  

➢ Investment in AI continues to be robust; Microsoft, Amazon, and Google plan to invest 

a combined USD250bn in 2025 on AI infrastructure, data centres, chip procurement, 

and next-gen algorithms to drive ecosystem growth. Similarly, the Middle East is 

stepping up its efforts to ensure not being left behind in the AI revolution, with an 

estimated USD100bn in AI-driven technology investments over the remainder of the 

decade.  



 

  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Spreads have tightened from post-

Liberation Day heights 

 

 Source: Bloomberg, DBS 

Figure 3: Structural tailwinds at play – Central 

bank gold buying remains robust 

 

Source: Bloomberg, DBS 

 

 

 
 

➢ The commitment of global capital from West to East highlights the strategic 

importance of AI infrastructure and reinforces the long runway of opportunities for 

the semiconductor and technology supply chains worldwide. Against this backdrop, 

we continue to favour technology as a core pillar on the growth side of our barbell 

strategy. 

Bonds:  

➢ With trade risks abating, we expect credit spreads to remain sanguine as they have 

been over the last two years, based on (a) a general strengthening of corporate 

balance sheets as corporates have been preparing for trade uncertainty, and (b) a 

trend of net credit upgrades signifying improving fundamentals. IG spreads have 

tightened from their YTD high of c.120 bps to 98 bps at present. 

➢ Stay overweight on high quality credit in the 2-3Y bucket as a cash alternative, while 

the steeper yield curve provides once again another opportunity to pick up good 

quality credit in the 7-10Y bucket in a credit duration barbell construct. 

Gold:  

➢ Notwithstanding the latest developments in the US-China trade war, we continue to 

advocate for gold as a risk diversifier in investors’ portfolios. The 90-day deadline on 

the tariff pause means that while recession risk may have temporarily abated, it is still 

on the cards. Furthermore, as long as Trump remains in office, it is reasonable to 

assume that US policy risk and uncertainty will remain elevated.  

➢ Recession risk aside, there are additional tailwinds for gold at play, including elevated 

central bank and investor demand on the back of geopolitical uncertainty and 

fragmentation, as well as monetary debasement risk from the growing US fiscal deficit. 

Such tailwinds are structural in nature and will not alter significantly with the passing 

of a single trade deal. Against this backdrop, gold remains one of the most optimal 

risk diversifiers for investors as it hedges against multiple key risks. 
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GENERAL DISCLOSURE/DISCLAIMER 

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only.  This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively 

“DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.   

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as 

described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be 

viewed as such. 

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to 

any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors 

or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information 

herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.  

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial 

situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure 

that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In 

particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such 

independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned 

in this publication is suitable for you.  DBS Group does not act as an adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising 

from any arrangement or entrance into any transaction in reliance on the information contained herein.  In order to build your own independent analysis of any transaction and its 

consequences, you should consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any 

assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position 

which DBS Group might have expressed in this document or orally to you in the discussion.  

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be 

intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the 

Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.  

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.  

Dubai International Financial Centre  

This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Vickers Securities (DIFC 

Branch)" ("DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO 

Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. For more 

information on DBS DIFC and its affiliates. 

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or 

contact us immediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational 

purposes. The security, accuracy and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions against viruses, DBS DIFC does not 

accept any liability for any virus, malware or similar in this email or any attachment. 

This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the "COB Module"), and should 

not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

Hong Kong  

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the 

Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information 

contained within is believed to be reliable, the information has not been independently verified by DBSHK.  

Indonesia  

This publication is distributed by PT Bank DBS Indonesia (DBSI). DBSI is licensed and supervised by the Indonesia Financial Services Authority (OJK) and a member of the Indonesia 

Deposit Insurance Corporation (LPS). This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or 

to enter into any transaction as described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other 

consideration and should not be viewed as such.  

India  

This publication is distributed by DBS Bank India Ltd. (“DBIL”) and is on “as is” basis and for information only. This publication is not intended to be source of advice in respect of the 

material presented or information published, and shall not be construed to be legal, tax, financial or investment advisory. This document is not, and should not be construed as, an 

offer, invitation, recommendation or solicitation to enter into any transaction in relation to any of the products and services mentioned herein. DBIL does not make any warranty of 

any kind, express or implied, including but not limited to warranties of completeness, accuracy of information, merchantability or fitness for a particular purpose. 

Singapore  

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore (the "MAS"). 

Thailand 

This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  

United Kingdom   

This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’s Churchyard, London EC4M 8AB. ("DBS Vickers UK") which is authorised 

and regulated by the Financial Conduct Authority (the "FCA"). 

 

 

 

 


