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Sell or buy amid likely tariff war?             
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Event 

On February 27, US President Trump announced that a 25% duty on Mexican and 

Canadian goods will be imposed on March 4 as scheduled. This has deepened market 

concerns that global tariffs on semiconductor chips or reciprocal tariffs will soon come 

into effect. 

Analysis 

Market sentiment in flux on Trump tariff announcements. Aside from the 25% tariff on 

Mexico and Canada, Trump also announced an additional 10% tariff on China, on top of 

the 10% already effective since February 4, bringing US tariffs on China to 20%. The 

market had previously expected that US tariffs on Mexico and Canada could be relaxed 

based on reciprocation on narcotics and illegal immigration issues. However, these hopes 

have now been dashed, sparking panic selling again on stock markets. The market is now 

concerned that semiconductor chips will be the next victim, resulting in very strong 

selling pressure on semiconductor plays. 

Aim of Trump’s tariff campaign is to obtain strategic materials, not to wage a full-blown 

global tariff war. We believe the real reason behind Trump’s tariff campaign is not to 

wage a full-blown global tariff war but to obtain strategic materials, such as rare earth 

metals, and to gain control of shipping lanes and semiconductor chip production. This is 

why he has been pressuring TSMC (2330 TT, NT$1,020, OP) to engage in actions beneficial 

to US manufacturing. We also believe that Trump uses tariffs as a bargaining chip to force 

other nations to negotiate with the US with the aim of furthering his “MAGA” campaign 

goal. In other words, if other countries are willing to accommodate US interests, the 

announced tariffs could be rescinded or relaxed, as in the recent cases of Japan and the 

UK. In a nutshell, while Trump is indeed weaponizing tariffs, the effect of this could turn 

out to be less severe than expected, so long as US interests are met. 

Canadian & Mexican stock markets reclaimed lost ground post-tariff announcements. 

Trump first announced on November 25 last year that he would impose a 25% tariff on 

Canada and Mexico as soon as he took office, the opening salvo of actions to fulfill his 

campaign promises. Canadian and Mexican stock markets both took a nosedive on the 

announcement, as was expected by the market and which proved to be a good entry 

point. The Canadian market fell 3.9% and had bottomed within a month, while Mexican 

stocks were down 2.7% and also bottomed within a month, with both markets reclaiming 

lost ground. Since Canada’s and Mexico’s exports to the US account for 20-30% of their 

respective GDP, a US tariff war would impact their economies significantly. However, 

their stock markets have reacted surprisingly well, which serves as a good reference point 

for the Taiex. 

We expect a Taiex range of 22,000-24,000 points. The Taiex has consolidated in the 

22,000-24,000 point range over the past six months, under the shadow of Trump’s tariff 

policy and the Fed’s monetary policy, but boosted by AI server shipments. Going forward, 

we predict the index will remain range-bound due to the above three uncertainties. We 

recommend investors add to positions when the Taiex approaches 22,000 points and 

reduce holdings to below 50% when it nears 24,000 points. Factors leading to a breach 

of 22,000 points are: (1) the US initiates a global tariff war and is retaliated against in 

equal measure; (2) China’s economy collapses; (3) the US ten-year Treasury yield tops 

5%; and (4) large CSPs worldwide cut capex. Factors that will push the Taiex above 24,000 

points are: (1) Trump ends the tariff war; and (2) the US economy returns to ‘Goldilocks’ 

conditions and the Fed starts to cut interest rates. 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
  

Strategy   



      

  

4 March 2025  2  

Taiwan  Strategy 

Conclusion & top picks 

In response to wider Taiex swings going forward, we recommend investors focus on high-

growth, low-PE and high-yield stocks. Our top picks are Mediatek (2454 TT, OP), Elite 

Material (2383 TT, OP), Auras Technology (3324 TT, OP), Asustek (2357 TT, OP), Simplo 

Technology (6121 TT, OP), Chicony Electronics (2385 TT, OP), CTBC FHC (2891 TT, OP), 

and E.Sun FHC (2884 TT, OP). 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



      

  

4 March 2025  3  

Taiwan  Strategy 

 

 

 

 

 

 

 

 

 

 

 

 

 

All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 

regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 

respectively covered stock, issuer and/or new listing applicant. 

 

  

Disclaimer All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


