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Tariff Impacts on Commodities 

 

Summary 

 

In 2017, the US began steel and aluminum antidumping investigations against Chinese firms in 

an attempt to even out a multi-billion dollar trade imbalance. In March 2018, the US applied 

tariffs on solar panels and then US antidumping duties on steel and aluminum products. This not 

only impacted China, but also the EU, Canada and Mexico after they failed to receive levy 

exemptions from the US government. Currently, the US has applied close to $160 billion of 

levies on agricultural, industrial and consumer goods against its trading partners and is proposing 

an additional $200 billion of duties on Chinese goods. Retaliatory actions by nations affected will 

likely ensue. The following summarizes the trade war’s medium-term impact on the commodities 
asset class.  

 
Commodities Most Affected by the Current Tariffs 

 

 Steel and Aluminum: About 1/6 of US steel imports came from Canada in 2017. 

Canada contributed to more than half of the US’ aluminum consumption in 2017. As 
tariffs make foreign-sourced steel and aluminum more expensive for US domestic 

importers, consumers will need to either buy from exempt country producers, unless 
domestic production is boosted from the restarting of idled mines, or produce more 

through the development of new mills. However, US aluminum assets are in decline 

generally, and there is a long time lag before new mills can be developed. It is unlikely 

that US demand in a growing economy will be satisfied through increasing domestic 
production. For these reasons, domestic US prices initially increased as did the premium 

for aluminum stored in the US Midwest versus those stored in London Metal Exchange 
(LME) warehouses. Inventories from non-exempt countries that would have entered the 

US to be used for industrial purposes may end up in LME warehouses outside of the US, 
which may contribute to a widening gap between US and global aluminum prices. 

 Soybeans: Soybean supply is dominated by Brazil and the US, each of which constitute 
about 35% of world production. Even more dramatic is that Brazil accounts for almost 

half of world exports this year while the US accounts for about 35%. On the import side, 
China accounts for over 60% of global imports. China in recent years has moved towards 

more direct sourcing of soybeans, particularly from Brazil, creating longer-term 

arrangements to lock in supply. In July 2018, China applied a 25% import tax on US 

soybeans and other goods. China imports soybeans almost exclusively from Brazil at this 
time of year, as we are currently in the middle of Brazil’s peak soybean export season. 

Reports also indicate cancellations of US soybean contracts for future delivery, after the 

implementation of the 25% tariff. Globally, we have seen non-China importers shifting 

toward imports from the US as Brazilian beans become more expensive, reducing the 
brunt of the impact from tariffs on US soybean prices.  
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 Lean Hogs: Mexico, one of the largest importers of US pork, applied a 10% tariff on US 

pork products beginning in June 2018 and then raised it to 20% in July in retaliation for 

US steel and aluminum tariffs, which came into effect at the end of June. In 2017, 

Mexico accounted for the largest share of US pork exports, at around 35%. Around 

60% of Mexico’s lean hog imports in 2017 were from the US. However, the EU, Brazil, 

and Canada were the largest world pork exporters in 2017 by volume, leaving Mexico 

with many non-US alternatives for imports. The next largest importer of US pork is 

China, importing around 9% of total US export volume in 2017. China also announced 

an additional 25% tariff on US pork during 2Q 2018. However, China produced 97% of 

its own pork in 2017 and the ~1% of pork consumption that it receives from the US can 

be easily replaced by pork products from other countries. Since June, Lean Hogs prices 

have fallen, largely due to the potential building of US inventories as it becomes more 
prohibitive to export to China and Mexico.  

 
Outlook 

 
As nations become immersed in trade disputes, the increased barriers are forcing buyers 

and producers to trade commodities with new partners at greater costs due to more 
expensive transportation or the introduction of intermediaries within the supply chain. 

These factors have already been inflationary, particularly for aluminum and steel within 
the US, as these goods generally became more expensive to the end users. The effects 

of the tariffs have so far been mixed. The US economy continued to show strength 

growing at an annual rate of 4.1% during the second quarter, the largest quarterly 

increase within the past four years. This expansion has strengthened the US’ resolve to 
push forward with additional tariffs. On the other hand, countries subject to increased US 

tariffs have shown some signs of weakness. Mexico’s second quarter GDP actually 
shrank slightly on a seasonally adjusted basis from the first quarter, while China’s July 

manufacturing activity came in lower than expected. 
 

This increases the challenges posed to governments and their central banks as 

policymakers look to remove loose monetary policy but are keen to not stall economic 

growth as trade issues escalate. This may mean an even slower course of action than 

initially expected by central banks or increasing supportive fiscal measures. The 

European Central Bank (ECB) announced it would end its bond-buying program by the 

end of 2018 and is planning to eventually raise rates sometime after the summer of 

2019. While the US Fed looks to be much more aggressive than the ECB, and other 
major central banks, gradual monetary tightening has been complemented with fiscal 

stimulus, which has helped to move the US economy along. Meanwhile, in July, China 

announced a series of domestic policies including tax cuts, new business loans and 

increased infrastructure spending measures with the objective of countering the 
slowdown in its economy.  Even the impacts from the tariffs have been mitigated as the 
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US seeks to support farmers with a $12 billion aid package, while the Chinese 

government has announced tariff rebates for buyers of soybeans who are making 

purchases on behalf of State reserves. In the meantime, Eurozone officials have begun 

discussions with the US administration in an attempt to resolve trade issues and improve 

relations. In the long run, if tariffs remain in place, this may be inflationary for the end 

users of many commodities involved. If a common ground among nations can be found 

and the risks from tariffs are reduced, then the global economy may continue on its 

trajectory of synchronized growth first witnessed in 2017.  
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industry veterans with extensive derivatives backgrounds and over 43 years of combined 

experience in the space. Beginning in 1994, the dedicated Commodities Team seeks to add 
alpha through a consistent strategy designed to identify and exploit inefficiencies in the futures 

roll cycle. The Team maintains a conservative approach to managing the underlying cash-
collateral portfolio in order to preserve the diversification and inflation-protection qualities of the 

asset class. Through various fund structures, the Team offers a broad range of managed 
commodity solutions, ranging from enhanced index to active solutions, in order to meet each 

investor’s unique risk appetite and investment goals. As of July 31, 2018, the Commodities 
Team had $9.5 billion in assets under management globally.  

 
 

For questions, please contact our Relationship Management Team at 1 (800) 577-2321.  
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Important Legal Information 

 
This material has been prepared by Credit Suisse Asset Management, LLC (“Credit Suisse”) on the basis of publicly available information, 

internally developed data and other third party sources believed to be reliable. Credit Suisse has not sought to independently verify information 
obtained from public and third party sources and makes no representations or warranties as to accuracy, completeness or reliability of such 
information. All opinions and views are subject to change at any time without notice and with no obligation to update. This material is for 

informational and illustrative purposes only, does not constitute research and is intended solely for the information of those to whom it is 
distributed by Credit Suisse. No part of this material may be reproduced or retransmitted in any manner without the prior written permission of 
Credit Suisse. Credit Suisse does not represent, warrant or guarantee that this information is suitable for any investment purpose and it should 

not be used as a basis for investment decisions. This material does not purport to contain all of the information that a prospective investor may 
wish to consider. This material is not to be relied upon as such or used in substitution for the exercise of independent judgment. Past 
performance does not guarantee or indicate future results. 

 
The charts, tables and graphs contained in this document are not intended to be used to assist the reader in determining which securities to buy 
or sell or when to buy or sell securities. Benchmarks are used solely for purposes of comparison and the comparison does not mean that there 

will necessarily be a correlation between the returns described herein and the benchmarks. The only legally binding terms of this investment 
product including risk considerations, objectives, charges and expenses, and conflicts of interest are set forth in the private placement 
memorandum and subscription documents which are available upon request.  

 
This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any securities or investment 
products or to adopt any investment strategy. The reader should not assume that any investments in companies, securities, sectors, strategies 

and/or markets identified or described herein were or will be profitable and no representation is made that any investor will or is likely to achieve 
results comparable to those shown or will make any profit or will be able to avoid incurring substantial losses. This informational report may not be 
used or relied upon in connection with any offer or sale of a security or hedge fund or fund of hedge funds. Performance differences for 

investors may occur due to various factors. Investment return, if any, will fluctuate and may be volatile, especially over short time horizons. 
Investing entails risks, including possible loss of some or all of the investor’s principal. To the extent that these materials contain statements 
about the future, such statements are forward looking and subject to a number of risks and uncertainties.  

 
The only legally binding terms of this investment product including risk considerations, objectives, charges and expenses are set forth in the 
private placement memorandum and subscription documents which are available upon request. This document does not constitute an offer or 

invitation to enter into any type of financial transaction. The issuer has no obligation to issue this investment product. Where not explicitly 
otherwise stated, the issuer has no duty to invest in the underlying assets. Before deciding to invest, prospective investors must carefully read 
the relevant private placement memorandum and subscription documents and pay particular attention to the risk factors contained therein and 

determine if this investment product suits the investor’s particular circumstances and should independently assess (with the investor’s tax, legal 
and financial advisers) the specific risks (maximum loss, currency risks, etc.) and the legal, regulatory, credit, tax and accounting consequences. 
Prospective investors should have the financial ability and willingness to accept the risk characteristics of this investment product. This investment 

product is intended only for investors who understand and are capable of assuming all risks involved. Credit Suisse makes no representation as 
to the suitability of this investment product for any particular investor or as to the future performance of this investment product. 
 

Certain risks relating to investing in Commodities and Commodity-Linked Investments: Exposure to commodity markets should only form a small 
part of a diversified portfolio. Investment in commodity markets may not be suitable for all investors. Commodity investments will be affected by 
changes in overall market movements, commodity volatility, exchange-rate movements, changes in interest rates, and factors affecting a 

particular industry or commodity, such as drought, floods, weather, livestock disease, embargoes, tariffs and international economic, political and 
regulatory developments. Commodity markets are highly volatile. The risk of loss in commodities and commodity-linked investments can be 
substantial. There is generally a high degree of leverage in commodity investing that can significantly magnify losses. Gains or losses from 

speculative derivative positions may be much greater than the derivative’s original cost. An investment in commodities is not a complete 
investment program and should represent only a portion of an investor’s portfolio management strategy. 
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