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G20 Meeting Recap ─ 

Seven Macro Takeaways 

 
1) The US consumer should remain 
mostly insulated from trade tensions 
US imports from China currently being tariffed are 
low in consumer content2. Had tariffs been applied 
on the remaining US$300 billion of goods, however, 
consumer prices would likely have been more 
broadly affected. We had been concerned that this 
in turn, would’ve weighed heavily on consumer 
confidence, one of the few bright spots in the US 
economy. For now, this sector should remain 
resilient (barring job losses) and our concerns are 
allayed. 
 

2) De-escalation of trade tensions 
should support the recently plummeting 
US, Chinese and global business 
confidence surveys 
However, we note the outlook is still extremely 
foggy, and exposed companies are still likely to be 
operating at reduced capacity. This is particularly 
true given the G20 meetings provided no 
negotiations timeline and limited details. Hopefully, 
more positive headlines will contribute to a second 

 

1
 Source: Bloomberg, as of 29 June 2019. “REMARKS BY PRESIDENT 

TRUMP IN PRESS CONFERENCE”, the White House Office of the 
Press Secretary, 29 June 2019. President mentioned letting US 

companies resume sales to China’s largest telecommunications 
equipment maker. China and the US will be talking about taking Huawei 
off the Commerce Department entity list. 
2
 Source: Manulife Investment Management, Cornerstone Macro, as of 

May 2019. 

consequent improvement in hiring and business 
investment. It’s too late to see the impact in June 
data, and perhaps even July figures, but we’ll be 
watching for proof that the G20 de-escalation was 
sufficient to support the real economy, even at the 
margin.  The Federal Reserve (Fed) will likely be 
watching for exactly the same evidence. 
 
 

3) US growth will avoid a worst-case 

scenario outcome 

The Macro Strategy Team’s GDP forecasts 3 

continue to point to below potential and weak 

growth in 2020, but the postponement of further 

tariffs removes our worst fears for GDP figures. The 

US is still in a significant slowdown but, based on 

current information, the economy isn’t heading 

toward a technical recession. 

 

 

4) The Fed is still going to cut rates by a 

total of 50 basis points (bps) before 

year-end 

While we believe the Fed will still cut rates by a total 

of 50 bps before year end, we doubt a full 50 bps 

cut at its 31st July  meeting and still don’t believe 25 

bps is a sure thing should July present a material 

improvement in US economic data. In our view, the 

Fed is responding to the cyclical slowdown in US 

growth which has been exacerbated by the weight 
 

3
 Source: Manulife Investment Management, Cornerstone Macro, as of 

June 2019.  

The G20 meetings in Osaka have produced a moderate de-escalation of trade tensions 

between the US and China. While headlines are still filtering in and details are limited, at 

the time of writing (29 June), it appears as though1: 

(i) trade talks are restarting between US and China 

(ii) further tariffs on Chinese goods are being postponed “for the time being”  

(iii) existing tariffs on Chinese goods will remain  

(iv) the US will soften current restrictions on US suppliers of a leading Chinese 

telecommunications equipment company 

The headlines appears to represent a slightly, but not dramatically, better-than-expected outcome. From a 

macro-investor’s standpoint, the G20 US-China trade truce carries seven key takeaways. 

https://publicpool.kinja.com/subject-remarks-by-president-trump-in-press-conference-1835971425
https://publicpool.kinja.com/subject-remarks-by-president-trump-in-press-conference-1835971425
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of uncertainty on business activity, particularly 

spending and hiring. That damage is done and 

suggests monetary policy is too tight in this 

environment. However, we currently forecast only 2 

cuts versus the bond market pricing of almost 4 cuts 

in the next year. The risk to our view is this week’s 

ISM Manufacturing data and the June nonfarm 

payrolls report. 

 

5) Global trade volumes might be 

bottoming 

The potential global trade volume bottoming 4  is 

adding to our conviction on Emerging Markets (EM) 

and European risk assets. Our team leans 

conservatively on calling inflection points in general, 

so we are waiting for an additional month of data 

before we formally call the bottom in global trade. 

However, better sentiment with respect to US-China 

trade will only help this trend and the ease of 

restrictions on US suppliers to a leading Chinese 

telecommunication equipment company bodes well 

for EM tech stocks in particular. 

 

6) We are still expecting near-term 

easing from China 

Somewhat tangentially, we are still expecting near-

term easing from China in an effort to stabilise 

interbank rates, bolster inflation, and support growth 

which appears wobbly5.  Like the Fed, the People’s 

Bank of China (PBoC) will need to respond to the 

damage that uncertainty has already inflicted in the 

economy.  

 

7) Tariff negotiations are separate from 

the broader theme of a US-China 

economic decoupling 

Looking at the big picture, we continue to stress that 

tariff negotiations are separate from the broader 

theme of a US-China economic decoupling that will 

likely persist, regardless of political leadership in the 

United States. Trade tensions have kick-started the 

trend towards dual supply chains, shifting 

 

4
Source: Manulife Investment Management, Thomson Reuters 

Datastream, as of 15 May 2019. 
5
China’s Manufacturing PMI for June 2019 printed below 50 for the 

second month in a row. National Bureau of Statistics of China, 30 June 
2019. 

production facilities, higher world average tariffs and 

a general theme of de-globalisation. This is an 

important paradigm shift relative to the last 90 years 

of globalisation. It is also a negative productivity 

shock and suggests lower long-term potential 

growth (for everyone). 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer 

Manulife Asset Management is the asset management division of 

Manulife Financial. Investing involves risks, including the potential loss of 

principal. Financial markets are volatile and can fluctuate significantly in 

response to company, industry, political, regulatory, market, or economic 

developments.  These risks are magnified for investments made in 

emerging markets. Currency risk is the risk that fluctuations in exchange 

rates may adversely affect the value of a portfolio’s investments. 

Individual portfolio management teams may have different views and 

opinions that are subject to change without notice.  

The information provided does not take into account the suitability, 

investment objectives, financial situation, or particular needs of any 

specific person. You should consider the suitability of any type of 

investment for your circumstances and, if necessary, seek professional 

advice. 

This material, intended for the exclusive use by the recipients who are 

allowable to receive this document under the applicable laws and 

regulations of the relevant jurisdictions, was produced by, and the 

opinions expressed are those of, Manulife Asset Management as of the 

date of this publication, and are subject to change based on market and 

other conditions. The information and/or analysis contained in this 

material have been compiled or arrived at from sources believed to be 

reliable, but Manulife Asset Management does not make any 

representation as to their accuracy, correctness, usefulness, or 
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completeness and does not accept liability for any loss arising from the 

use of the information and/or analysis contained. The information in this 

material may contain projections or other forward-looking statements 

regarding future events, targets, management discipline, or other 

expectations, and is only as current as of the date indicated. The 

information in this document, including statements concerning financial 

market trends, are based on current market conditions, which will 

fluctuate and may be superseded by subsequent market events or for 

other reasons. Manulife Asset Management disclaims any responsibility 

to update such information. 

Neither Manulife Asset Management or its affiliates, nor any of their 

directors, officers or employees shall assume any liability or 

responsibility for any direct or indirect loss or damage or any other 

consequence of any person acting or not acting in reliance on the 

information contained herein.  All overviews and commentary are 

intended to be general in nature and for current interest. While helpful, 

these overviews are no substitute for professional tax, investment or 

legal advice. Clients should seek professional advice for their particular 

situation. Neither Manulife, Manulife Asset Management™, nor any of 

their affiliates or representatives is providing tax, accounting, investment 

or legal advice. Past performance does not guarantee future results. 

This material was prepared solely for informational purposes, does not 

constitute a recommendation, professional advice, an offer or an 

invitation by or on behalf of Manulife Asset Management to any person 

to buy or sell any security or adopt any investment strategy, and is no 

indication of trading intent in any fund or account managed by Manulife 

Asset Management. No investment strategy or risk management 

technique can guarantee returns or eliminate risk in any market 

environment. Unless otherwise specified, all data is sourced from 

Manulife Asset Management. 

Proprietary Information – Please note that this material must not be 

wholly or partially reproduced, distributed, circulated, disseminated, 

published or disclosed, in any form and for any purpose, to any third 

party without prior approval from Manulife Asset Management. 

These materials have not been reviewed by, are not registered with any 

securities or other regulatory authority, and may, where appropriate, be 

distributed by Manulife Asset Management 

Manulife Asset Management is the global asset management arm of 

Manulife Financial Corporation (“Manulife”). Manulife Asset Management 

and its affiliates provide comprehensive asset management solutions for 

institutional investors and investment funds in key markets around the 

world. This investment expertise extends across a broad range of public 

and private asset classes, as well as asset allocation solutions. 

The material issued in the following countries by the respective Manulife 

entities - Canada: Manulife Asset Management Limited, Manulife Asset 

Management Investments Inc., Manulife Asset Management (North 

America) Limited and Manulife Asset Management Private Markets 

(Canada) Corp. Hong Kong, Australia, Korea: Manulife Asset 

Management (Hong Kong) Limited and has not been reviewed by the 

HK Securities and Futures Commission (SFC). Indonesia: PT Manulife 

Aset Manajmen Indonesia. Japan: Manulife Asset Management (Japan) 

Limited. Malaysia: Manulife Asset Management Services 

Berhad.  Philippines: Manulife Asset Management and Trust 

Corporation.  Singapore: Manulife Asset Management (Singapore) Pte. 

Ltd. (Company Registration Number: 200709952G). Switzerland: 

Manulife AM (Swiss) LLC. Taiwan: Manulife Asset Management 

(Taiwan) Co. Ltd. Thailand: Manulife Asset Management (Thailand) 

Company Limited.  United Kingdom and European Economic Area: 

Manulife Asset Management (Europe) Limited which is authorised and 

regulated by the Financial Conduct Authority. United States: Manulife 

Asset Management (US) LLC, Hancock Capital Investment 

Management, LLC and Hancock Natural Resource Group, Inc. Vietnam: 

Manulife Asset Management (Vietnam) Company Ltd.  

Manulife, Manulife Asset Management, the Block Design, the Four Cube 

Design, and Strong Reliable Trustworthy Forward-thinking are 

trademarks of The Manufacturers Life Insurance Company and are used 

by it, and by its affiliates under license. 

 

 

 

  


