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Unpacking tariff scenarios 
Sector Report 

  Paul Yap Ee Xing, CFA 

  paul.ee-xing@ambankgroup.com 

  +603 2036 2281 Rationale for report:  Market Update 

As the trade truce approaches its expiry on 9th July, we examine the likely outcomes and 
potential impact to the market. If tariffs are: 

 ≥24% (unlikely). This is the worst-case scenario, which will lead to a broad market sell 
down. However, this is unlikely with reports indicating that Malaysia’s discussion with the 
US has been progressing well (see here). Both sides intend to finalise negotiations before 
the expiry of the 90 days pause. 

 Between 10-24% (base case). We expect a Neutral market reaction in the short term. 
However, frontloading effects are likely to fade over time, shifting investor focus toward 
potential risks in end demand. Successful negotiations with the US will likely lead to 
reciprocal tariffs being lower than the earlier imposed 24%. On Wednesday, President 
Trump struck a trade deal with Vietnam, where it would face a 20% tariff on Vietnamese 
goods and a 40% transhipping tariff. This compares to the 46% tariff initially imposed on 
Vietnam during Liberation Day (see here).  

 10% (best case). Being the best deal, markets are likely to rally, with Malaysia potentially 
having a relative advantage over other countries. If President Trump’s intent is to isolate 
China but preserve the rest of Asia’s supply chain, Malaysia might benefit long-term from 
tariff clarity, especially via ‘friendshoring’ tailwinds. This repositions Malaysia as a 
secondary beneficiary even beyond AI (artificial intelligence) and DC (data centre) 
themes. 

How sensitive will the KLCI index be to tariff outcomes? It could be more resilient than 
expected. The KLCI index is trading +1% above its Pre-Liberation Day levels. The market has 
staged a strong rebound, recovering +9% from its low. Unrelated to the outcome of tariffs, the 
rebound has been driven by AI/DC (YTLP, GAM) and domestic centric stocks (MRDIY, CDB, 
MAXIS) - which thesis should still hold. 
 
Which sector stands to benefit most? Potentially banks, which has fallen 5% since Liberation 
Day. In our view, this has fully reflected the negative impact of a 25bps OPR cut. While our base 
case is still for a 25bps OPR cut to 2.75% (due to lack of growth drivers), favourable tariffs would 
lower the probability.  
 
Which sectors are most at risk? Outward facing sectors like Tech, Plantations and Oil & Gas. 
End demand is dependent not only on a deal for Malaysia, but other trading partners as well. For 
countries that are uncooperative, tariffs could return to punitive levels. This means the average 
effective US tariff rate of 15.8% could inch closer to previous Liberation Day levels of 22.5%. 



Strategy 04 Jul 2025 

 

AmInvestment Bank Bhd 2 

 

 

 EXHIBIT 1: PREVIOUSLY ANNOUNCED RECIPROCAL TARIFFS ON EXPORT COMPETITORS 

 

 
 Source: AmInvestment Bank 

 EXHIBIT 2: U.S. TRADE DEALS SECURED (POST-LIBERATION DAY) 

 

Trade Deal Details 
UK  - 10% Tariff on most UK exports  

 - First 100k vehicle exports subject to 10%, any additional subject to 25% 
 - No tariff on aircraft engines and parts 
 - Negotiations on steel and aluminum exports (Present preferential tariff rate of 
25%) 
   

Vietnam  - 20% Tariff on Vietnamese exports 
 - 40% Tariff on goods deemed transshipped 
  

China  - Tariff of 30% on Chinese exports (20% fentanyl related tariff+ 10% universal 
tariff) 
 - De Minimis tariff rate reduced to 54% 
 - China agrees to facilitate rare earth mineral and magnet shipments to U.S. 
 - U.S. rescinds ethane export restrictions to China 
 - U.S. lifts restrictions on export of chip design software to China 
 - Steel, aluminum & household appliances subject to 50% tariff rate 
    

 Source: Bloomberg, AmInvestment Bank 

EXHIBIT 3: PERFORMANCE OF KLCI CONSTITUTENTS SINCE LIBERATION DAY 

 
Source: Bloomberg, AmInvestment Bank 
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 EXHIBIT 4: PERFORMANCE OF INDEXES SINCE LIBERATION DAY 

 

 
 Source: Bloomberg, AmInvestment Bank 
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DISCLOSURE AND DISCLAIMER 

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) without 
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, 
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy 
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. AmInvestment recommends that 
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial, 
legal or other advice on the appropriateness of the particular investment or strategy. 

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the 
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and 
reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they are 
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report 
constituteAmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment 
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the 
views of or information known to other business units of AmInvestment’s affiliates and/or related corporations (collectively, 
“AmBank Group”).  

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished 
for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective directors, 
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential 
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in 
relation to this report. Any such responsibility is hereby expressly disclaimed.  

AmInvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The 
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or 
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may 
give rise to real or potential conflicts of interest.  

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should 
have regard to the laws of the jurisdiction in which you are located. 

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to 
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will 
not be affected. 

 

 


