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Donald Trump’s campaign spiel has given Asia much to fret
over. In particular, he has spoken about pulling out defence
forces and labelled certain Asian countries as currency
manipulators, threatening to impose massive tariffs on
Asian exports to the U.S. As he takes over the White House,
the concerns remain but he could surprise on the upside
with tweaks to his stand, given that he needs the support of
the Senate and the House without which his power is
somewhat limited.
What is worrying about Trump’s ascension is his lack of
predictability. Predictability is fairly important for financial
markets; without it, investors could turn defensive or risk
averse. This not only applies to financial markets but to
every investment. Trades and investments into different
sectors would fall under greater scrutiny, and this could
impact the emerging markets, which is generally an asset
class that is dependent on trades, flow of goods and
services, labour and investments. Sentiment will be
impacted and a wait and see attitude could slow down such
investments, which could be negative for Asian economies.
On a positive note, Asia in itself is now a huge economic
bloc and domestic consumption can cushion some of the
slowdown from developed markets. At the same time, intraregional trades and capital surpluses that have been
accumulated over decades can mitigate some of the
outflows from the region. From a stock market perspective,
significant pension and mutual funds that have been
building up over the last 20 years will likely make up for the
money that is leaving the region.
So on the basis of what he said on his campaign trail
(although what he said on the campaign could be far
removed from the reality that evolves later on), the likely
impact will be:
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1. Mutual Defence Treaty. This is likely to be the most
controversial part of his policy. At a time of increased
tension in the South China Sea and East China Sea, provision
of balance by the U.S. would be ideal. Trump’s view on this
is still unclear but if he does pull defence out of the region, it
will be seen as a reversal of policies that have been in place
since World War II. This will probably lead to a race for
increased defence spending across the Korean Peninsula,
Japan, Taiwan and Southeast Asian countries. The market
already seems to be suggesting this with the surge of
defence stocks across Asia on Trump’s victory.
At present, no one is truly clear about what his defence
policy in Asia would be and whether he can rally enough
support for his intentions.
2. Tariffs and Trade War? We doubt there will be an all-out
trade war as supply chains might be difficult to build across
U.S. overnight and forcing certain low value added goods to
be manufactured there is likely to lead to significant
inflation for these goods. It is estimated that an Apple
iPhone BOM (Bill of Materials) will certainly almost double if
it is fully manufactured in the U.S. (not to mention that it is
impossible right now as more than half of the parts are
manufactured in Asia). This does not take into account the
logistics of the supply chain and the potential inability of
U.S. to find enough workers! (Hon Hai, the smartphone
assembler headquartered in Taiwan, employs more than
1.4m workers across Asia).
However, if Trump follows through with his threats against
‘currency manipulators’, countries with significant trade
surpluses with U.S. in Asia could be targeted. These include
China, Korea, Taiwan, Singapore, Hong Kong and Thailand.
China could be the primary target and assuming a worst
case scenario, the re-export trade from other Asian countries
could also be impacted negatively. Exporters and
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companies with significant USD revenues will likely be
affected. While, companies with manufacturing facilities in
the U.S. will likely face fewer problems, their supply chains
could be impacted as most of them supply the parts from
their Asia factories.
From a portfolio perspective, we are and have been focused
on the domestic sector which is likely to be less impacted.
Trump’s victory is disruptive to Asian bourses, but that could
be mitigated if he is stymied by domestic issues. It remains
to be seen what he can achieve domestically.
As bottom up stock pickers with a longer term outlook, we
have been positioned more defensively, with greater focus
on domestic sectors dependent on the rising middle class in
Asia. We have avoided countries with a bigger fallout
probability from Trump winning and companies and sectors
where the outcome is binary. While the structural story of
Asia remains fairly strong, Asian markets remain guarded
about the changes Trump’s reign could herald.
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Important Information
This document is prepared by Nikko Asset Management Co., Ltd. and/or
its affiliates (Nikko AM) and is for distribution only under such
circumstances as may be permitted by applicable laws. This document
does not constitute investment advice or a personal recommendation
and it does not consider in any way the suitability or appropriateness of
the subject matter for the individual circumstances of any recipient.
This document is for information purposes only and is not intended to be
an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this
material will not affect Nikko AM’s investment strategy in any way. The
information and opinions in this document have been derived from or
reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee,
representation or warranty, express or implied, and accepts no
responsibility or liability for the accuracy or completeness of this
document. No reliance should be placed on any assumptions, forecasts,
projections, estimates or prospects contained within this document. This
document should not be regarded by recipients as a substitute for the
exercise of their own judgment. Opinions stated in this document may
change without notice.
In any investment, past performance is neither an indication nor
guarantee of future performance and a loss of capital may occur.
Estimates of future performance are based on assumptions that may not
be realised. Investors should be able to withstand the loss of any principal
investment. The mention of individual stocks, sectors, regions or countries
within this document does not imply a recommendation to buy or sell.
Nikko AM accepts no liability whatsoever for any loss or damage of any
kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under
applicable regulatory rules or requirements.
All information contained in this document is solely for the attention and
use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.
Japan: The information contained in this document pertaining specifically
to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number:
Director of the Kanto Local Finance Bureau (Financial Instruments firms)
No. 368 Member Associations: The Investment Trusts Association,
Japan/Japan Investment Advisers Association/Japan Securities Dealers
Association.
United Kingdom and rest of Europe: This document constitutes a
financial promotion for the purposes of the Financial Services and Markets
Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct
Authority (the FCA) in the United Kingdom (the FCA Rules).
This document is communicated by Nikko Asset Management Europe Ltd,
which is authorised and regulated in the United Kingdom by the FCA
(122084). It is directed only at (a) investment professionals falling within
article 19 of the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005, (as amended) (the Order) (b) certain high net
worth entities within the meaning of article 49 of the Order and (c) persons
to whom this document may otherwise lawfully be communicated (all such
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persons being referred to as relevant persons) and is only available to such
persons and any investment activity to which it relates will only be engaged
in with such persons.
United States: This document is for information purposes only and is not
intended to be an offer, or a solicitation of an offer, to buy or sell any
investments. This document should not be regarded as investment
advice. This document may not be duplicated, quoted, discussed or
otherwise shared without prior consent. Any offering or distribution of a
Fund in the United States may only be conducted via a licensed and
registered broker-dealer or a duly qualified entity.
Singapore: This document is for information only with no consideration
given to the specific investment objective, financial situation and
particular needs of any specific person. You should seek advice from a
financial adviser before making any investment. In the event that you
choose not to do so, you should consider whether the investment
selected is suitable for you
Hong Kong: This document is for information only with no consideration
given to the specific investment objective, financial situation and
particular needs of any specific person. You should seek advice from a
financial adviser before making any investment. In the event that you
choose not to do so, you should consider whether the investment
selected is suitable for you. The contents of this document have not been
reviewed by the Securities and Futures Commission or any regulatory
authority in Hong Kong.
Australia: Nikko AM Limited ABN 99 003 376 252 (Nikko AM Australia) is
responsible for the distribution of this information in Australia. Nikko AM
Australia holds Australian Financial Services Licence No. 237563 and is
part of the Nikko AM Group. This material and any offer to provide
financial services are for information purposes only. This material does not
take into account the objectives, financial situation or needs of any
individual and is not intended to constitute personal advice, nor can it be
relied upon as such. This material is intended for, and can only be
provided and made available to, persons who are regarded as Wholesale
Clients for the purposes of section 761G of the Corporations Act 2001
(Cth) and must not be made available or passed on to persons who are
regarded as Retail Clients for the purposes of this Act. If you are in any
doubt about any of the contents, you should obtain independent
professional advice
New Zealand: Nikko Asset Management New Zealand Limited (Company
No. 606057, FSP22562) is the licensed Investment Manager of Nikko AM
NZ Investment Scheme and the Nikko AM NZ Wholesale Investment
Scheme.
This material is for the use of researchers, financial advisers and wholesale
investors (in accordance with Schedule 1, Clause 3 of the Financial
Markets Conduct Act 2013 in New Zealand). This material has been
prepared without taking into account a potential investor’s objectives,
financial situation or needs and is not intended to constitute personal
financial advice, and must not be relied on as such. Recipients of this
material, who are not wholesale investors, or the named client, or their
duly appointed agent, should consult an Authorised Financial Adviser and
the relevant Product Disclosure Statement or Fund Fact Sheet (available
on our website www.nikkoam.co.nz).
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