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The second Donald Trump administration is likely to see the U.S. significantly impact
global trade flows through the use of tariffs. If enacted, higher tariffs will have far-
reaching impacts on the currencies, companies and economic performance of emerging
markets (EM). 

Whereas in the first Trump administration tariffs were largely implemented to gain
concessions from trading partners or as a negotiating mechanism. It is likely they will
now also be used to generate revenue to fund expansionary fiscal policies, such as tax
cuts. While the original motives will remain, we anticipate U.S. tariff policy will
increasingly be linked to funding fiscal deficits. 

So far, Trump has proposed tariffs of at least 60% on goods from China, a 25% tariff on
Mexican and Canadian goods, a and blanket tariff of 10% to 20% on goods from every
country. Broadly speaking, EMs such as China, Mexico, South Korea, and those which
are more export-oriented and have currencies closely tied to the US$, will be more
vulnerable to tariffs.

However identifying EM winners and losers is nuanced and depends on whether the
impact of tariffs is assessed at a sectoral or country level. 

For example, Taiwan is a highly export-oriented economy sensitive to global trade
disruptions, making it vulnerable to higher tariffs. However, from a sectoral perspective,
Taiwan Semiconductor Manufacturing Company (TSMC) is a key global supplier of
chips, particularly for the U.S. firm Nvidia. The lack of substitutes for TSMC's products
gives it increased pricing power, potentially insulating it from higher tariffs.

The ability of an EM to stabilise fluctuations in its currency will be another factor
determining how sensitive it’s economy is to tariffs. 

EMs with less fiscal or monetary room to stabilise their currencies will see currency
adjustments absorb much of the tariff pressure, causing their currencies to devalue
against the US$. Indonesia is one EM which plans to require commodity exporters to
keep part of their foreign currency earnings onshore for at least one year to increase
foreign currency reserves, a strategy designed to stabilise its currency, the rupiah.

EMs that do not export much to the US, have diversified trade sources, and can rely on
domestic consumption to drive their economies are likely to be less vulnerable to higher
tariffs. EMs such as India, Turkey, and those in Central and Eastern Europe (CEE) fall
into this category.
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In an era of high tariffs, EMs are likely to experience more macroeconomic dislocations,
such as heightened currency volatility, and microeconomic distortions, such as
companies' pricing power being tested. 

Understanding an economy's ability to stabilise its currency and knowing which
companies have pricing power are some of the steps companies and investors can take
to mitigate EM risks and identify opportunities.
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Disclaimer

This paper (the “Paper”) has been prepared by Rhodes Point Advisors Limited (“Rhodes Point Advisors”).

Rhodes Point Advisors Limited, is incorporated in Hong Kong under the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) as a limited company, and whose registered office is Room 1007,
Pakpolee Commercial Centre, 1A Sai Yeung Choi Street, Mong Kok, Kowloon. Registered number
78454784. This Paper is provided to you solely for your information and you may not reproduce, or
distribute, it to any other person. It is only for discussion purposes, may be amended and/or
supplemented without notice and may not be relied upon for the purposes of entering into any
transaction.

This Paper and any information contained herein is for informational purposes only and is not intended to
be, and shall not be regarded or construed as constituting, a recommendation for an investment or
financial or other advice of any kind. This Paper does not in any way constitute an offer or invitation to
subscribe for or purchase interests in any vehicle advised (or to be managed or advised) by Rhodes Point
Advisors and nothing contained in this Paper, or the fact of its distribution, shall form the basis of or be
relied on in connection with or act as any inducement to enter into any contract or commitment
whatsoever. 

Any subscription in relation to any vehicle advised (or to be or advised) by Rhodes Point Advisors will
only be accepted on the basis of the definitive offer documentation which may be issued in due course,
and not, for the avoidance of doubt, on the basis of this Paper or any oral statement or representation
made in connection herewith.

The information contained in this Paper is strictly confidential and may not be reproduced or redistributed
in whole or in part nor may the contents of the Report be disclosed to any other person without the prior
written consent of Rhodes Point Advisors. The information contained in this Paper has not been
independently verified and no representation or warranty, express or implied, is made to and no reliance
should be placed on the fairness, accuracy, completeness or correctness of the information or opinions
contained in this Paper. 

The information set forth herein does not purport to be complete and no obligation to update or
otherwise revise such information is being assumed. Neither Rhodes Point Advisors, its advisers or
affiliates (nor any of their respective members, officers, employees, advisers, or agents) shall have any
liability whatsoever for any loss whatsoever arising from use of this Paper, its contents or otherwise
arising in connection with this Paper.

All projections, valuations and statistical analyses are provided to assist the recipient in the evaluation of
the matters described herein. They may be based on subjective assessments and assumptions and may
use one among alternative methodologies that produce different results and, to the extent that they are
based on historical information, they should not be relied upon as an accurate prediction of future
performance as past performance is not a reliable indicator of future returns.

Reliance on this Paper for the purpose of engaging in any investment activity may expose a person to a
significant risk of losing all of the property or other assets invested.

The contents of this Paper should not be construed as investment, legal, accounting, taxation, or
regulatory advice. 
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