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What the Dispute is Really About 

 

The U.S. and China are in a seemingly never-ending tug of 

war over trade.  In reality, the trade dispute masks a 

deeper issue, China’s global ambitions for world 

dominance politically, economically and militarily.  

Through trade surpluses and intellectual property theft, 

China has risen to be a rival to the previously unparalleled 

power of the U.S.   In an effort to beat back this challenge, 

the U.S. is imposing tariffs to weaken China and retard 

their ambitions.  Of course, China has no intention of 

slowing down their plans and thus the stalemate. 
 

 
Economic Impact 

 

It is important to remember that China has been placing tariffs on U.S. exports to China for many years, 

and the current tariff rate is about 20%.  One could argue that the proposed U.S. tariffs of between 10% 

and 25% on Chinese exports to the U.S. simply levels the playing field.   

 

While current and proposed U.S. tariffs on Chinese exports are directly paid by the U.S. importer, the 

cost of tariffs is ultimately shared by a number of parties.  The U.S. importer, Chinese exporter (and their 

global suppliers) and U.S. consumer all “share the tariff” based on the bargaining power or leverage they 

each possess.  Don’t be misled by reports stating that the entire tax will be borne by the U.S. consumer, 

which is not true. 

 

In the end, tariffs are simply a tax like any other tax.  No one likes higher taxes because it eventually 

leads to slower economic growth.  In the end, we do not believe the economic impact on the U.S. will be 

as great as many fear. 
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What to Expect Next 
 

It is very difficult to discern what will happen next in attempting to resolve the trade dispute.  It is a little 

like three-dimensional chess which I don’t believe any of us, or the trade negotiators, have ever played.  

In the current situation, it now appears likely that there will be no short-term resolution, or at best 

perhaps a limited agreement, which would be a big win as the uncertainty would be removed.  Once all 

the players know the rules, the game can continue.   

  

Market Impact 
 

Interestingly, emerging markets and developed international markets have been hit harder than the U.S.  

China’s economic slowdown is not only hurting Chinese markets but is also negatively impacting Europe 

which is a big exporter to China.  While the U.S. is a large importer, it is important to remember that the 

U.S. is still a very self-sufficient economy.  Until the trade dispute is finalized, we expect market volatility 

to remain high, but are optimistic that any type of resolution will be positively received by world-wide 

markets. 

 

Conclusion 
 

Like a patient in the waiting room anxiously waiting to go in and see the doctor, investors would like 

this trade dispute to end.  Unfortunately, it is very difficult to determine when the doctor will arrive.   

Rest assured that it will eventually end, at which time businesses and consumers can go about what they 

like to do: produce and consume.  In the meantime, enjoy the summer weather, read a good book, go for 

long walks or whatever you enjoy doing.  This would be a better use of your time than thinking about 

the trade dispute.   
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