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What Happened at the US-China Meeting in Hawaii? 

June 2020 | Robert R. Fragnito | Chief Operating Officer and Financial Advisor 

The week of June 15-19 presented many critical developments on the geopolitical and economic front for 

financial markets. The benchmark S&P 500 index was up 1.9% for the week finishing at 3,097.74 leaving 

eight of the eleven S&P SPDR sectors in positive territory.  

We alerted our readers last week of a possible meeting scheduled for June 17 between US and Chinese 

officials in Hawaii and promised a follow-up analysis. Rumors of the meeting reported by the POLITICO 

were true, and the outcome of the secret seven-hour meeting between US Secretary of State Mike 

Pompeo and China’s top diplomat Yang Jiechi remain somewhat unclear.  

Here’s What We Know 

The meeting was viewed as “constructive” despite both sides reinforcing their rooted positions on key 

issues facing an already strained relationship.  

Focusing on the positive: both sides discussed the need for full transparency and information sharing on 

the coronavirus pandemic, and the Chinese delegation recommitted to implementing and accelerating its 

purchases under the Phase 1 Trade Deal. China pledged earlier this year to purchase over $36.5 billion in 

American agriculture products ranging from soybeans to corn and ethanol. Purchases in the early part of 

2020 were significantly under that amount as US government data showed Beijing spent $4.65 billion, 

roughly 13% of the trade deal goal. 

Major points of contention during the meeting focused on the Hong Kong security law, the treatment of 

Uighur Muslims, and Taiwan. Yang objected to what he called interference from the US and western 

powers over the Hong Kong security law, stressing respect for China’s sovereignty on an internal matter.  

China doubled down on Hong Kong by passing a draft national security bill one day after the Hawaii 

meeting. Pompeo said during a European virtual conference on June 19 that the future treatment of Hong 

Kong really depends on what China does next. He added the US is not forcing international partners to 

choose between the US and China, but rather to make a choice between “freedom and tyranny.”  

The US has threatened in the past to revoke special privileges for Hong Kong if Beijing formally passes a 

measure. The G7 also issued a joint statement on June 17 voicing concerns about the bill. It is likely China’s 

Legislature will pass the security law by July 1 during its next session in Beijing. 

Second point of contention: Yang objected to US President Donald Trump signing the Uighur Human Rights 

Act into law. Trump signed the law sanctioning Chinese officials responsible for mass incarcerations of 

Uighurs and Muslim minorities in China on June 17. China’s foreign ministry echoed Yang’s objections 

saying the act “rudely” interferes with the country’s internal affairs and that China will respond leaving 

the US to face the consequences of its actions.  

http://www.sectorspdr.com/sectorspdr/IDCO.Client.Spdrs.DocumentLibrary/SectorResearch/SectorResearchCenter
https://www.politico.com/news/2020/06/12/pompeo-hawaii-china-316178
https://www.scmp.com/news/hong-kong/politics/article/3089677/us-china-talks-constructive-both-sides-stick-guns-over-key
https://www.scmp.com/news/hong-kong/politics/article/3089677/us-china-talks-constructive-both-sides-stick-guns-over-key
https://www.usnews.com/news/world/articles/2020-06-17/us-china-discuss-need-for-full-transparency-to-fight-coronavirus
https://www.ttnews.com/articles/china-speed-us-farm-purchases-after-secretive-hawaii-talks
https://www.ttnews.com/articles/china-speed-us-farm-purchases-after-secretive-hawaii-talks
https://www.reuters.com/article/us-usa-trade-china-details-factbox/whats-in-the-us-china-phase-1-trade-deal-idUSKBN1ZE2IF
https://www.usnews.com/news/world/articles/2020-06-18/china-passes-draft-of-controversial-hong-kong-security-law
https://www.foxnews.com/politics/pompeo-china-behind-fear-in-europe-of-us.print
https://www.reuters.com/article/us-hongkong-protests-g7/g7-foreign-ministers-urge-china-not-impose-security-law-on-hong-kong-idUSKBN23O38I
https://www.globaltimes.cn/content/1192277.shtml
https://www.straitstimes.com/asia/east-asia/beijing-threatens-consequences-over-malicious-us-uighur-law
https://www.straitstimes.com/asia/east-asia/beijing-threatens-consequences-over-malicious-us-uighur-law
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Finally, Taiwan. Yang told Pompeo that the “one China” policy makes Taiwan an “inalienable” part of China 

and is a fundamental basis for US-China relations. As I mentioned in my previous analysis, Taiwan’s 

President Tsai Ing-wen continues to raise eyebrows in Beijing. Her government is intent on purchasing 

more military equipment from the US and will establish an office on July 1 to aid Hong Kong citizens fleeing 

the city because of the security law. China reacted by vehemently denouncing the establishment of the 

office and has violated Taiwan’s airspace with military aircraft over five times in the past two weeks.  

Our Assessment of the Hawaii Meeting 

The result of even having a meeting between US and Chinese officials at such a high-level is undoubtedly 

positive for markets and American-Sino relations. Many analysts were speculating, with good reason, that 

diplomatic channels between Washington and Beijing had effectively dried up as a result of Chinese 

officials pursuing Wolf Warrior diplomacy while President Trump escalated rhetoric over the coronavirus.  

The POLITICO reported that China called for the meeting amid rising tensions over the past few weeks. 

We believe this is highly likely and we are now asking ourselves: Is China signaling it cannot sustain long-

term tensions with the US? 

This is the case in our view or at the very least, it signals Beijing will use direct diplomacy with Washington 

to alleviate pressure build-ups in the relationship. Many analysts believe the meeting in Hawaii may have 

brought the US and China away from the brink of a broader conflict, but we cannot make the mistake of 

overplaying this sentiment.  

Both nations over the course of the week have acted and counteracted quite emphatically to evade any 

perceived notions of weakness. China is intent on getting its way on domestic issues while the US remains 

poised to counter any threat and to ensure China meets its trade commitments.  

Moreover, China’s economic uncertainty is still a major concern for the politburo in Beijing as no GDP 

target was set during May’s National People’s Congress. According to a top Chinese government think 

tank, the Chinese economy is expected to grow by 3% in 2020. We must keep in mind the Chinese 

economy unprecedentedly shrank by 6.8% in the first quarter, and expectations for the manufacturing 

sector are forecasting a tough road ahead in the second half of the year.  

As it relates to trade relations, investors should confidently walk away from this meeting knowing that the 

Phase 1 Trade Deal is still a priority for China. This is also shared by policy makers in Washington. As the 

meeting in Honolulu was underway, US Trade Representative Robert Lighthizer testified before the House 

Ways and Means Committee and said that China is giving “every indication” it will live up to its 

commitments, although there are more purchases to go.   

China’s provocative actions towards Taiwan and military engagements along the Indian border are 

concerning on the security front. Both India and China are resolute on ending the conflict, but flareups 

should be monitored and call into question China’s broader military objectives. 

I said in my previous analysis that like the Peloponnesian War of Ancient Greece which took on many 

phases, the next phase of the US-China “cold-war” is dependent on what China will do next. The next 

phase may already be underway.  

 

https://mcfcapitalmanagement.com/the-fragreport/thucydides-trap-us-china-relations-in-the-wake-of-covid-19
https://www.reuters.com/article/us-taiwan-usa-security/taiwan-eyes-further-u-s-arms-purchases-with-new-anti-ship-missile-idUSKBN2340WH
https://www.reuters.com/article/us-hongkong-protests-china-taiwan/harboring-hong-kong-rioters-will-harm-taiwan-china-says-idUSKBN23R04D
https://www.usnews.com/news/world/articles/2020-06-18/chinese-fighter-jets-buzz-taiwan-again-stoking-tensions
https://www.politico.com/news/2020/05/21/china-united-states-coronavirus-271313
https://www.scmp.com/news/china/diplomacy/article/3081592/coronavirus-theyre-only-answering-xi-jinpings-call-are-chinas
https://www.cnbc.com/2020/05/28/trumps-china-press-conference-could-mark-end-of-cautious-approach-to-beijing.html
https://www.politico.com/news/2020/06/16/pompeo-hawaii-summit-china-322836
https://money.usnews.com/investing/news/articles/2020-06-16/chinas-economy-may-grow-3-in-2020-government-researcher-says
https://www.foxbusiness.com/markets/us-china-trade-deal-being-met-lighthizer
https://thediplomat.com/2020/06/a-skirmish-in-galwan-valley-india-and-chinas-deadliest-clash-in-more-than-50-years/
https://mcfcapitalmanagement.com/the-fragreport/thucydides-trap-us-china-relations-in-the-wake-of-covid-19
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Market Overview for the Week of June 15 

It was a critical week for markets as investors considered data releases and the nation emerging from 

lockdowns while weighing fears of a resurgence in coronavirus cases.  

The headline of Retail Sales rising by 17.7% in May sent stocks higher as the number doubled Wall Street’s 

expectations. Housing data remained positive while manufacturing data from the Empire State and 

Philadelphia Fed indices surprised to the upside.  

Markets also watched the Federal Reserve intently as Chairman Jerome Powell testified before Congress 

announcing the central bank will shift from purchasing ETFs to corporate bonds in an effort to provide 

more liquidity. Fed officials later in the week exercised caution on the economic recovery drawing on 

COVID-19 concerns adding it can purchase an unlimited number of Treasuries and mortgage-back 

securities.  

Concerns over increasing COVID-19 cases remains on the minds of investors. Major indices reversed to 

the downside during Friday’s action after Apple reported it will once again temporarily close stores in 

certain parts of the country over fears of mounting virus cases.  

To conclude, we continue to focus on our data driven approach when navigating markets in both stable 

and volatile times. There were many positive signs last week alluding to a recovery in the US economy and 

we remain positive for the duration of the year.  

Important Events for the Week of June 22: 

• Monday (06/22): US Existing Home Sales 

• Tuesday (06/23): US New Home Sales 

• Wednesday (06/24): US Crude Oil Inventories 

• Thursday (06/25): US GDP | Initial Jobless Claims | Core Durable Goods Orders 

• Friday (06/26): US Personal Spending  

If you enjoyed this article and have any questions, please contact us directly at 949.472.4579. Please 

feel free to forward this article to anyone who might be interested. 
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https://www.cnbc.com/2020/06/16/us-retail-sales-may-2020.html
https://www.marketwatch.com/story/empire-state-index-recovers-in-june-from-two-months-of-record-lows-2020-06-15
https://www.marketwatch.com/story/philly-fed-manufacturing-index-shows-signs-of-improvement-in-june-2020-06-18
https://www.cnbc.com/2020/06/17/the-fed-will-move-away-from-etfs-to-direct-corporate-bond-purchases-powell-says.html
https://www.reuters.com/article/us-usa-fed-powell/fed-officials-signal-rising-caution-on-us-economic-recovery-amid-virus-spread-idUSKBN23Q2V7
https://www.cnbc.com/2020/06/19/apple-will-close-some-stores-again-as-covid-19-cases-reappear.html?&qsearchterm=Apple
https://www.investing.com/economic-calendar/existing-home-sales-99
https://www.investing.com/economic-calendar/new-home-sales-222
https://www.investing.com/economic-calendar/crude-oil-inventories-75
https://www.investing.com/economic-calendar/gdp-375
https://www.investing.com/economic-calendar/initial-jobless-claims-294
https://www.investing.com/economic-calendar/core-durable-goods-orders-59
https://www.investing.com/economic-calendar/personal-spending-235
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