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Source: Moody's Analytics review of Federal Reserve data, KGI

The US Economy in Trump’s Eyes
The Top Matters

◼ Top 0.1% and 10% of the population owns 14% and 68% of the Wealth in the US.
◼ Top 0.1% and 10% of the population owns 25-30% and 83% of the equities and mutual fund shares.
◼ Top 10% of income earners determine 49% of the US consumption.

Our policy is to let some people, 

and some regions get rich first, in 

order to drive and help the 

backward regions,……..

Deng Xiao Ping, 1986
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Source: World Bank Poverty and Inequality Platform, KGI

US Has the Highest Inequality Among the G7 Countries
Political Burden Always Outshine Economic Achievements

G7 Gini coefficient, 2024
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Confidence of the Top 10% Is Crucial to Sustain the Economy
MAGA Knows It and That’s Why the “Big Beautiful Bill” Pushes for Tax Cuts
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Overspending Is the Core Economic Problem to the US
The MAGA’s Way of Solving the Issue…….

◼ Tariffs raise prices and they will contract 

demand for 90% of the people. It will 

reduce imports by reducing the overall 

demand in the US. 

◼ Lowering interest rates not only help to 

stimulate domestic economy but also 

pushes the US dollar weaker. This will 

boost exports.

◼ Tax cuts for corporates to encourage 

Investments.

◼ Deregulation of the banks to encourage 

holding of US treasuries.

◼ Key corporates - and the “rich”-led 

recovery strategy.

◼ However, the water-down impact to the 

rest of the economy will be slow.

◼ Before the results to be seen, the social 

and political backslash is expected to 

be huge.

Federal Debt: Total Public Debt as Percent of Gross Domestic Product
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Source: Bloomberg Finance L.P., J.P.Morgan, KGI

The “Top Companies” Pulling up the Rest of the Economy
S&P 493 and the Dow Jones Are Starting the See the Earnings Growth Coming Through
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Source: The Economist, KGI, Note: Net approval rating is the result of approval rating minus disapproval rating.

Is It a “Politically” Accepted Economic Strategy?
Net Approval Rating of Trump Is Making New Low

Trump 2017 Biden 2021Trump 2025

Net Approval Rating*,(%)
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Nominal Wage Growth Is Roughly Offset by Inflation
Zero Real Wage Growth Because of the Crowding-Out Effect From AI
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AI Development Is Beyond Model, Datacenter and Hardware
It Is Becoming a Social Issue Which Serves as a Glass Ceiling to Limit the Pace of AI Development
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MAGA Therapy to the US Economy
Inequality Is a Necessary Evil

◼ Inequality is a necessary evil to drive a “Key Corporates” – and the “Rich” – led economic recovery. They can lead the 

investments and spending in the economy.

◼ Affordability is not the main policy objective at this stage. More expensive goods reduce import while cheaper US dollar 

boosts exports. As a result, the US trade balance will improve.

◼ The rest of other “corporates” are showing sign of catching up in the earnings growth.

◼ Does Trump have enough political capital to insist on its economic strategy? The recent poll results is showing historically 

low net approval rating.

◼ AI is more than a collection of models, datacenters and hardware. It has become a social issue as it is having a crowding out

effect on the job market. Without proper regulatory framework, this social issue will serve as a glass ceiling to limit the 

pace of AI development.
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Investment Strategy
Don’t Pooh-Pooh the US Economy and the Corporate Earnings Growth

◼ Trump does have an economic strategy although it may be unpopular politically. Don’t pooh-pooh the US 

economy and the corporate earnings growth. The short-term weakness in the US stocks with strong earnings 

momentum offers good entry points but expect profit taking again before the mid-term election.

◼ However, from now till the mid-term election in Nov, the market is going to be very volatile. The net approval rating of 

Trump is making its low point according to various public polls. If the low net approval rating persists, it could either 

mean: 1) the Republican losing control of the House; 2) Pre-election intervention by the Federal government. Both 

events will mean uncertainty to the market.

◼ General trend of interest rates is on the way down and the weakness of US dollar will continue to improve its trade 

deficit. We continue to expect strength in the Yen and RMB.

◼ The pace of AI development is more than just technology. AI’s impact on society will be discussed and likely to be its 

glass ceiling. As the earnings growth of the broader listed corporates are catching up, we advise investors to 

diversify into the S&P 493 or the traditional Dow Jones’ companies.
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Disclaimer and Important Notice

Hong Kong: The information contained in the document herein is confidential and is not intended for general public distribution or for use by any person or entity located or residing in any jurisdiction which restricts the

distribution of such information by KGI Asia Limited ("KGI") or any affiliate of KGI. Re-distribution of the document herein and any part thereof by any means is strictly prohibited. Such information shall not be regarded as

an offer, invitation, solicitation or recommendation to invest in or sell any securities or investment products to any person or entity in any jurisdiction. The above information (including but not limited to general financial and

market information, news services, market analysis and product information) is for general information and reference purpose only and may not be reproduced or published (in whole or in part) for any purpose without the

prior written consent of KGI Asia Ltd. Such information is not intended to provide investment advice and should not be relied upon in that regard. You are advised to exercise caution, and if you are in any doubt about such

information, you should seek independent professional advice.

You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You should carefully consider whether

investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

No representation or warranty is given, whether express or implied, on the accuracy, adequacy or completeness of information provided herein. In all cases, anyone proposing to rely on or use the information contained

herein should independently verify and check the accuracy, completeness, reliability and suitability of the information. Simulations, past and projected performance may not necessarily be indicative of future results.

Information including the figures stated herein may not necessarily have been independently verified, and such information should not be relied upon in making investment decisions. None of KGI, its affiliates or their

respective directors, officers, employees and representatives will be liable for any loss or damage of any kind (whether direct, indirect or consequential losses or other economic loss of any kind) suffered or incurred by any

person or entity due to any omission, error, inaccuracy, incompleteness or otherwise, or any reliance on such information. Furthermore, none of KGI, its affiliates or their respective directors, officers, employees and

representatives shall be liable for the content of information provided by or quoted from third parties.

Complex Products refers to an investment product whose terms, features and risks are not reasonably likely to be understood by a retail investor because of its complex structure. Investors should exercise caution in

relation to complex products. Investors may lose the entire amount or more than the invested amount. For complex products with offering documents or information not reviewed by the Hong Kong Securities and Futures

Commission (SFC), investors should exercise caution regarding the offer. For complex products described as SFC-approved, such approval does not imply official endorsement, and SFC recognition does not equate to a

recommendation or assurance of the product’s commercial viability or performance. Past performance data, if provided, is not indicative of future performance. Some complex products are only available to professional

investors. Before making any investment decisions, investors should review the offering documents and other relevant information to understand the key nature, features, and risks of the complex products. Independent

professional advice should be sought, and investors should have sufficient net assets to bear the potential risks and losses associated with the product. 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, employees and representatives may from time to time have a position in any

securities mentioned herein.

Bond investment is NOT equivalent to a time deposit. It is NOT protected under the Hong Kong Deposit Protection Scheme. Bondholders are exposed to a variety of risks, including but not limited to: (i) Credit risk - The

issuer is responsible for payment of interest and repayment of principal of bonds. If the issuer defaults, the holder of bonds may not be able to receive interest and get back the principal. It should also be noted that credit

ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; (ii) Liquidity risk - some bonds may not have active secondary markets and it would be difficult or impossible for investors to

sell the bond before its maturity; (iii) Interest rate risk – When the interest rate rises, the price of a fixed rate bond will normally drop, and vice versa. If you want to sell your bond before it matures, you may get less than

your purchase price. Do not invest in bond unless you fully understand and are willing to assume the risks associated with it. Please seek independent advice if you are unsure.

All investments involve risks. The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit

made as a result of buying and selling securities. Prices of securities and fund units may go up as well as down and past performance information presented is not indicative of future performance. Investors should read

the relevant fund's offering documents (including the full text of the risk factors stated therein (in particular those associated with investments in emerging markets for funds investing in emerging markets)) in detail before

making any investment decision. You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You

should carefully consider whether investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

Singapore: This document is provided for general information and circulation only, and is not an offer or a solicitation to deal in any securities or to enter into any legal relations, nor an advice or a recommendation with

respect to any financial products mentioned herein. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should ensure that you understand

the risk(s) involved and should independently evaluate particular investments and consult an independent financial adviser before making any investment decisions. All information and opinions contained herein is based

on certain assumptions, information and conditions available as at the date of this document and may be subject to change at any time without notice.
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