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Economic update: Trade, Tech & Trump

There is a sense that global activity softened a little in 1Q18 with
sentiment knocked back by President Trump’s renewed protectionist

push. The latest tech-led equity market wobble hasn't helped either, but

the underlying global economic story remains good. While an
economically damaging trade war cannot be ruled out, we are
hoping calmer heads will prevail and look forward positively to 2Q18

Executive summary

The healthy market glow from President Trump's tax cuts has swiftly dimmed in the
wake of his renewed focus on protectionism. China is clearly in the spotlight with
Europe's reprieve from steel and aluminium tariffs linked to support for pushing China to

adopt “fairer” trade practices. The problem is that the huge tax cuts Trump enacted puts

more money in the pockets of consumers, much of which will be spent on imported
consumer goods. As such we consider it unlikely there will be any meaningful
improvement in the overall trade deficit at the end of all of this.

The equity market correction is another issue to watch. It has resulted in part from
protectionist fears, but also growing concern over what intensifying regulatory scrutiny
for the tech sector might mean. On the positive front, there are signs that Trump is

willing to do deals and flexibility from all parties will hopefully avoid an all-out trade war.

Given the strong domestic growth story, the competitive exchange rate and a
strengthening global economy we are sticking with our 3% US growth forecast for 2018
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with three further Fed rate hikes this year.

Even though sentiment in the Eurozone has been sliding, the growth outlook continues
to be positive. While the mood is somewhat less “Europhoric” thanks to concerns about
the impact of trade uncertainty and some complacency around reform, we still expect
growth to come in at 2.4% this year. But despite this, inflation is still not moving towards
the target. This is causing ECB governing council members to strike a more dovish tone.
In our view, the first deposit rate hike is unlikely to come before June 2019 at the
earliest.

With one year to go until the UK leaves the EU, talks are entering the most difficult
phase yet. But the agreement of a post-Brexit transition period will be welcome news for
businesses. Alongside rising wage growth, this makes a May rate hike more likely.

China has responded robustly to US trade measures by announcing its tariffs on US
goods. The signal is clear: China will not be pushed into concessions, and is willing to
accept some economic pain in what Beijing may ultimately see as a political dispute.
Further retaliatory measures are possible if the US escalates tensions further, but both
sides seem willing to negotiate. The question now is whether an agreement that works
for both sides can be found.

The White House's protectionist policies are driving the USD lower against safe haven
currencies such as the JPY. We suspect things will get worse before they get better and
see outside risk of USD/JPY falling as low as 100. The Eurozone's huge 3.5% current
account surplus also puts pressure on the EUR to appreciate. We still target 1.30/USD.

Despite the big wobbles seen in risk assets, US market rates have managed to maintain
reasonable poise. In fact, we continue to expect the 10-year yield to break above 3%
over coming months as robust fundamentals, QE unwinds, and supply measures
continue to act as upside forces.



THINK economic and financial analysis

Bert Colijn
Chief Economist, Netherlands
bert.colijn@ing.com

Padhraic Garvey, CFA
Regional Head of Research, Americas

padhraic.garvey@ing.com

James Knightley
Chief International Economist, US
james.knightley®@ing.com

Iris Pang
Chief Economist, Greater China
iris.pang@asia.ing.com

James Smith
Developed Markets Economist, UK
james.smith@ing.com

Chris Turner
Global Head of Markets and Regional Head of Research for UK & CEE
chris.turner@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. /ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct


mailto:bert.colijn@ing.com
mailto:padhraic.garvey@ing.com
mailto:james.knightley@ing.com
mailto:iris.pang@asia.ing.com
mailto:james.smith@ing.com
mailto:chris.turner@ing.com

THINK economic and financial analysis

Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.


https://www.ing.com

