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FLASH NOTE — IMPOSING US TARIFFS MARKET
NEGATIVE; CHINA WILL RESPOND IN KIND
US-CHINA DISCUSSIONS WILL CONTINUE, BUT BACK TO SQUARE ONE
As expected, this morning the US said it would impose a 25 percent tariff on $50 billion of goods
imported from China containing industrially significant technology, including those related to the
“Made in China 2025” program. Some of these tariffs will be effective starting July 6, while others
will not be imposed immediately pending another round of public comment and deliberation.
Relevant releases and the tariffs lists are at the end of this note.
Today’s US action is generally market negative because investors likely see the US imposing
tariffs as increasing somewhat the risk of a full-on trade war, as we do. There are likely to be
more specific negative impacts on the tech and agricultural sectors since US and Chinese actions
are likely to affect them most directly. But we also continue to think that while US-China trade
tensions increase, today’s action has not turned the US-China situation into a trade war. We
continue to think the US endgame still is to conclude successfully negotiations with China on
improving IP protections for US companies and addressing Chinese metals transshipping to help
ensure US domestic steel and aluminum manufacturing capacity. We continue to expect US-China
discussions and negotiations to continue, albeit with a Chinese reset that sends them back to
square one.
Some immediate thoughts on today’s events:

■ China says today it will respond in kind and proportionately. This is entirely expected and part
of the “tit for tat” that has been part of these discussions since the beginning.

■ China also says today it is making good on its threat over the last month to send the US-
China talks back to square one: part of the Chinese response was “all the economic and trade
achievements previously reached by the two parties via consultations will be invalid at the
same time.” This is incrementally market negative. Some early progress, including the May 19
Washington joint statement, now is invalid in Chinese eyes, but the US-China dialogue had not
resulted in anything concrete so it means little of consequence.

■ US-China trade discussions and negotiations will continue. This is so because both sides say
they will, and the constant dialogue between the two countries on all sorts of geopolitical issues
will not suddenly exclude trade issues. It would not surprise us to see another US-China trade
discussion later this month, before the new tariffs take effect.



 By ramping up tariffs and therefore the US thinks pressure on China, Trump likely is signaling 
that he wants to resolve US-China trade negotiations sooner rather than later. This is 
something markets likely would welcome because a speedier resolution would mean 
removing uncertainty. Trump continues to signal today that he will not have unlimited patience 
with negotiations; that he wants real solutions to the IP issues at the root of the 301 disputes 
(and others); and that he will not be satisfied with being bought off with a somewhat smaller 
trade deficit or other largely symbolic gestures. All this likely is meant to disabuse China of the 
notions that the US will take something small or symbolic (like the apparent Chinese offer to 
purchase $70 billion from the US) in exchange for standing down from the broader and 
fundamental trade issues in dispute, or that China could stall negotiations indefinitely. 

 China’s rhetoric today that it is the party “resolutely safeguard[ing] economic globalization and 
the multilateral trading system...[that wants to] resolutely put an end to this outdated and 
regressive behavior, and firmly defend the common interests of mankind” is an attempt to 
make common cause with the EU and others aggrieved by US behavior on trade to defend 
the current trade status quo, including at the WTO. China is trying to drive a trade wedge in 
the Western alliance, and the US certainly has contributed materially to increased trade 
tensions in the West. But China is not likely to get much traction in light of the G7’s recent 
communique generally favoring US positions, including “moderniz[ing] the WTO to make it 
more fair as soon as possible”; “striv[ing] to reduce tariff barriers, non-tariff barriers and 
subsidies”; “enforc[ing] existing international rules...to foster a truly level playing field, 
addressing in particular non-market oriented policies and practices, and inadequate protection 
of intellectual property rights,” fighting tech transfer and cyber theft, and fighting excess 
capacity in steel, aluminum and “high technology.” 
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The two tariff lists released by the USTR can be found here and here. 

 

Statement by the President Regarding Trade with China 

Issued on: June 15, 2018 

My great friendship with President Xi of China and our country’s relationship with China are both 
very important to me.  Trade between our nations, however, has been very unfair, for a very long 
time.  This situation is no longer sustainable.  China has, for example, long been engaging in 
several unfair practices related to the acquisition of American intellectual property and 
technology.  These practices, documented in an extensive report published by the United States 
Trade Representative (USTR) on March 22, 2018, harm our economic and national security and 
deepen our already massive trade imbalance with China. 
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In light of China’s theft of intellectual property and technology and its other unfair trade practices, 
the United States will implement a 25 percent tariff on $50 billion of goods from China that contain 
industrially significant technologies.  This includes goods related to China’s Made in China 
2025 strategic plan to dominate the emerging high-technology industries that will drive future 
economic growth for China, but hurt economic growth for the United States and many other 
countries.  The United States can no longer tolerate losing our technology and intellectual 
property through unfair economic practices. 

These tariffs are essential to preventing further unfair transfers of American technology and 
intellectual property to China, which will protect American jobs.  In addition, they will serve as an 
initial step toward bringing balance to the trade relationship between the United States and China. 

The United States will pursue additional tariffs if China engages in retaliatory measures, such as 
imposing new tariffs on United States goods, services, or agricultural products; raising non-tariff 
barriers; or taking punitive actions against American exporters or American companies operating 
in China. 

 

USTR Issues Tariffs on Chinese Products in Response to Unfair Trade Practices 

Washington, DC – The Office of the United States Trade Representative (USTR) today released 
a list of products imported from China that will be subject to additional tariffs as part of the U.S. 
response to China’s unfair trade practices related to the forced transfer of American technology 
and intellectual property.    

On May 29, 2018, President Trump stated that USTR shall announce by June 15 the imposition 
of an additional duty of 25 percent on approximately $50 billion worth of Chinese imports 
containing industrially significant technologies, including those related to China’s “Made in China 
2025” industrial policy.  Today’s action comes after an exhaustive Section 301 investigation in 
which USTR found that China’s acts, policies and practices related to technology transfer, 
intellectual property, and innovation are unreasonable and discriminatory, and burden U.S. 
commerce.  

“We must take strong defensive actions to protect America’s leadership in technology and 
innovation against the unprecedented threat posed by China’s theft of our intellectual property, 
the forced transfer of American technology, and its cyber attacks on our computer networks,” said 
Ambassador Robert Lighthizer.  “China’s government is aggressively working to undermine 
America’s high-tech industries and our economic leadership through unfair trade practices and 
industrial policies like ‘Made in China 2025.’  Technology and innovation are America’s greatest 
economic assets and President Trump rightfully recognizes that if we want our country to have a 
prosperous future, we must take a stand now to uphold fair trade and protect American 
competitiveness.” 

The list of products issued today covers 1,102 separate U.S. tariff lines valued at approximately 
$50 billion in 2018 trade values.  This list was compiled based on extensive interagency analysis 
and a thorough examination of comments and testimony from interested parties.  It generally 
focuses on products from industrial sectors that contribute to or benefit from the “Made in China 
2025” industrial policy, which include industries such as aerospace, information and 
communications technology, robotics, industrial machinery, new materials, and automobiles.  The 
list does not include goods commonly purchased by American consumers such as cellular 
telephones or televisions. 
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This list of products consists of two sets of U.S tariff lines.  The first set contains 818 lines of the 
original 1,333 lines that were included on the proposed list published on April 6.  These lines 
cover approximately $34 billion worth of imports from China.  USTR has determined to impose an 
additional duty of 25 percent on these 818 product lines after having sought and received views 
from the public and advice from the appropriate trade advisory committees.  Customs and Border 
Protection will begin to collect the additional duties on July 6, 2018. 

The second set contains 284 proposed tariff lines identified by the interagency Section 301 
Committee as benefiting from Chinese industrial policies, including the “Made in China 2025” 
industrial policy.  These 284 lines, which cover approximately $16 billion worth of imports from 
China, will undergo further review in a public notice and comment process, including a public 
hearing.  After completion of this process, USTR will issue a final determination on the products 
from this list that would be subject to the additional duties. 

USTR recognizes that some U.S. companies may have an interest in importing items from China 
that are covered by the additional duties. Accordingly, USTR will soon provide an opportunity for 
the public to request the exclusion of particular products from the additional duties subject to this 
action.  USTR will issue a notice in the Federal Register with details regarding this process within 
the next few weeks. 

Background 

President Trump announced on March 22, 2018, that USTR shall publish a proposed list of 
products and any intended tariff increases in order to address the acts, policies, and practices of 
China that are unreasonable or discriminatory and that burden or restrict U.S. commerce.  

These acts, policies and practices of China include those that coerce American companies into 
transferring their technology and intellectual property to domestic Chinese enterprises.  They 
bolster China’s stated intention of seizing economic dominance of certain advanced technology 
sectors as set forth in its industrial plans, such as “Made in China 2025.”  (See USTR Section 301 
Report here.) 

On April 3, USTR announced a proposed list of 1,333 products that may be subject to an 
additional duty of 25 percent, and sought comments from interested persons and the appropriate 
trade advisory committees. 

Interested persons filed approximately 3,200 written submissions.  In addition, USTR and the 
Section 301 Committee convened a three-day public hearing from May 15-17, 2018, during which 
121 witnesses provided testimony and responded to questions. The public submissions and a 
transcript of the hearing are available on www.regulations.gov in docket number USTR-2018-
0005. 

Click here to view a fact sheet on the Section 301 product list. 

Click here to view a fact sheet on the Section 301 investigation. 

 

China Ministry of Commerce Statement 

2018-06-15 20:54 (8:54 EDT, 5:54 PDT) 

China and the United States have conducted several rounds of consultations on economic and 
trade issues in an effort to resolve differences and achieve a win-win situation. We deeply regret 
that the United States has disregarded the consensus the two parties had formed, flip-flops, and 
is provoking a trade war. This move is not only damaging bilateral interests but also undermining 
the world trade order. China firmly opposes this. 
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China does not want to fight a trade war. However, in the face of the United States’ short-sighted 
behavior which harms others but even doesn’t benefit itself, China has to respond strongly and 
firmly defend the interests of the country and the people, and resolutely safeguards economic 
globalization and the multilateral trading system. We will immediately introduce taxation 
measures of the same scale and the same strength. All the economic and trade achievements 
previously reached by the two parties via consultations will be invalid at the same time. 

In today’s era, launching a trade war is not in the global interest. We call on all countries to take 
joint actions, resolutely put an end to this outdated and regressive behavior, and firmly defend the 
common interests of mankind. 
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