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With US-China trade negotiations taking a sharp and unexpected turn for the worse 
over the last month, followed by President Trump’s surprising recent threat to impose 
tariffs on Mexico, trade wars are (once again) Top of Mind. We speak with the 
Hudson Institute’s Michael Pillsbury, who is closely aligned with the Trump 
Administration on his views towards China, as well as Dr. Wang Huiyao, founder of 
Beijing-based think-tank, the Center for China and Globalization, to assess where 
the current impasse goes from here. Our takeaway after hearing from both sides: 
although U-turns in the talks seem to be the norm, a US-China deal is unlikely 
anytime soon. Indeed, Susan Shirk, professor at UC San Diego, provides insight on 

how policy choices and personal styles have led to the elevated tensions we have today, which aren’t easily unwound. 
With growth worries already mounting, we assess what escalating tensions on multiple trade fronts could mean for 
growth, inflation and the markets, which look manageable for now. 

Asking for too much, too fast can backfire. It’s not 
possible to solve every aspect of Sino-US relations in 
one agreement. But the US and China should aim to be 
healthy competitors... The US needs to think very hard if 
it really wants to make China an enemy of the US. 

- Wang Huiyao

“

I think the president and his staffers are concerned that 
if he gets a bad trade deal and the Democrats then 
accuse him of selling out to the Chinese because of his 
friends on Wall Street, that would be a nightmare… this 
may be a bigger danger to the President’s 2020 race than 
no trade deal at all. 

- Michael Pillsbury

“
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...AND MORE

Trump’s actions have led to a more unified nationalist 
resentment of the US—and a view that not just Trump, 
but American society, is trying to contain China's rise. 

- Susan Shirk

Note: The following is a redacted version of the original report published June 6, 2019 [29 pgs]. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

0

50

100

150

200

250

300

Jan-18 Apr-18 Jul-18 Oct-18 Jan-19 Apr-19 Jul-19 Oct-19

Implemented

Proposed

1.5

2

2.5

3

3.5

35

37

39

41

43

45

47

2012 2013 2014 2015 2016 2017 2018 2019

Consumer confidence (lhs)
Expected inflation rate in 1 year (rhs)

Abe 
becomes

PM

Apr 2014
Consumption
Tax Hike

1Y until
Oct 2019
Tax Hike

1.70

1.75

1.80

1.85

1.90

1.95

2.00

2.05

2.10

2.15

1.10

1.20

1.30

1.40

1.50

1.60

1.70

1.80

1.90

2.00

2.10

2.20

2004 2006 2008 2010 2012 2014 2016 2018

10y Swap-based Inflation Expectations

SPF Long-term Inflation Expectations (rhs)

46

48

50

52

54

56

58

60

10 11 12 13 14 15 16 17 18 19

NBS
New orders
Output



https://research.gs.com/content/research/en/reports/2017/02/06/48f28adb-4d61-490e-9eb6-1499a2d3eff3.pdf
https://research.gs.com/content/research/en/reports/2018/03/28/fe2f67f9-ae9e-4db9-ba3f-14835f611db2.pdf
mailto:allison.nathan@gs.com




T

T

T

T

T

T

T

T

T

T

T

T

T

T

T



 



 

 

 

 







Heating up 
Value of US tariffs proposed and implemented, $ bn 

1

1 “
”

“
”

Large but manageable 
Real GDP impact of various tariff scenarios after 3 years, % 
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Opposite directions 
US core PCE inflation, index 
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Mounting pressures 
Estimated tariff impact on core PCE inflation, pp yoy 
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Feeling tighter 
Projected impulse of financial conditions on US growth, pp 

Stacking up 
Estimated peak GDP level effect from tariffs, pp 
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““… [W]e’ve fallen into the habit of
mistaking the easy availability of
cheap, sweatshop-produced product
for solid and sustainable economic
stability…What I would do if elected
president would be to appoint
myself U.S. trade representative …
Our trading partners would have to
sit across the table from Donald
Trump and I guarantee you the rip-
off of the United States would end.”

- 2000 book, The America We 
Deserve by Donald J. Trump

Over t he year s, t he J a p a ne se,

u ni mpeded by t he h uge cost s of

defending t he mselves … have

b uilt a s t ro ng a n d vibra n t

econo my with u n p recede nted

s u r pl u ses … Now t h a t t he tides

a re t u r ni ng a nd t he yen is

beco ming st rong agains t t he

dollar, t he J a p a nese are ope nly

complaining a nd , in typical

fas hion, o ur politicia n s are

reacting to t hese u nj u s tified

complain t s … ‘Tax’ t hese wealthy

n a tions, not America. E n d o u r

h u ge deficit s…”

- 1987 ad pla ced by Don a ld J . 

Tru m p in  US news pa pers

I'm not an isolationist … I think

that you have to be treated fairly by

other countries. If other countries

aren't going to treat you fairly … they

should suffer the consequences.”

- 1999 interview with 

Larry King (CNN)

What’s unfortunate [about the
Japanese] is that for decades now
they have become wealthier in large
measures by screwing the United
States with a self-serving trade
policy that our political leaders have
never been able to fully understand
or counteract.”

- 19 87  book , The Art of th e Dea l by 

Don a ld  J . Tru m p

“

“

“

“

We ca n no longer tolera te t hese

chro nic tr ade ab u s es a n d we will

no t tolera te t hem … Despite

year s of broke n pro mises, we

were told t h a t so meday soo n

everybody would beh ave fairly

a n d respo n sibly … t h a t is why I

am here toda y…”

- 2017 remarks at APEC su mmit

“

When a cou n try (USA) is

losing ma ny billions of dollars

on t rade with virt u ally every

cou n t ry it does bu siness with,

t r ade wars are good, a nd easy

to win .”

- March  2018 tweet

“

“



German autos touch (almost) everything 
Manufacturing production multipliers 

 

Taking losses 
Real GDP impact of various auto tariff scenarios, % of GDP 
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Year Production Imports Exports Apparent Demand 

2017 81.6 34.6 9.6 106.6

2018 87.0 32.0 8.0 111.0

Change 5.4 -2.6

Year Production Imports Exports Apparent Demand 

2017 741 6,200 1,330 5,611

2018 890 5,500 1,400 4,990

Change 149 -700
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https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22505284&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2017/12/14/06a49172-d4ae-46b6-9339-c4f67d3efb0f.pdf
https://research.gs.com/content/research/en/reports/2017/12/14/06a49172-d4ae-46b6-9339-c4f67d3efb0f.pdf
https://research.gs.com/content/research/en/reports/2017/12/14/06a49172-d4ae-46b6-9339-c4f67d3efb0f.pdf
https://360.gs.com/gir/portal/?st=1&action=action.binary&d=22137354&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=21929128&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=21776501&fn=/document.pdf
https://360.gs.com/gir/portal/?st=1&action=action.binary&d=22137354&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=21929128&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=21776501&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2019/05/09/ba9750aa-36b2-4295-8374-73e0b7f5c6a8.pdf
https://research.gs.com/content/research/en/reports/2017/11/09/4984370c-77ff-4eae-ae65-4d55fc859aef.pdf
https://research.gs.com/content/research/en/reports/2019/04/11/ff3bd38f-14c2-45c5-a114-2e1094934638.pdf
https://research.gs.com/content/research/en/reports/2017/10/12/e01e956e-01fa-494f-9cd2-ff17b3a7a01b.pdf
https://research.gs.com/content/research/en/reports/2019/03/05/3dcfae71-ecff-492a-b293-c072f3ea8946.pdf
https://research.gs.com/content/research/en/reports/2017/09/11/282dc2c0-26f1-4580-88b1-1bea9faab93f.pdf
https://research.gs.com/content/research/en/reports/2019/02/04/d70c0338-539c-4c64-91bd-adad3b82f2ea.pdf
https://research.gs.com/content/research/en/reports/2017/09/11/282dc2c0-26f1-4580-88b1-1bea9faab93f.pdf
https://research.gs.com/content/research/en/reports/2018/12/20/bd8aac09-dd1d-4051-aee8-e421b533ba26.pdf
https://research.gs.com/content/research/en/reports/2017/07/26/2aae389e-f9a1-4681-8b6f-d86abb1038d9.pdf
https://research.gs.com/content/research/en/reports/2018/12/07/957593a1-c621-4bae-81d4-ffd9f59987d1.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=24243654&fn=/document.pdfhttps://360.gs.com/gs/portal/?st=1&action=action.binary&d=23951409&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/10/29/617c988b-d67a-4c9f-a1e0-d060408faf97.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=23951409&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/10/16/d4e5251b-44c8-4440-8c80-50e606022860.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=23666440&fn=/document.pdfhttps://360.gs.com/gs/portal/?st=1&action=action.binary&d=23423230&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/09/13/9174a540-4da4-402b-a36b-a7b61f6988fb.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=23423230&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/08/09/c66b12eb-0c55-4270-b7f7-af6cbf8bd0b7.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=23197239&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/07/10/62e96ddc-43fd-4bb6-8f2a-309617fbed97.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22957554&fn=/document.pdfhttps://360.gs.com/gs/portal/?st=1&action=action.binary&d=22909043&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/06/12/05c4d08c-4109-4f47-a79e-582816c1354c.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22909043&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/04/26/f0da881b-9273-4120-b74e-a161eb25d25e.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22823448&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/03/28/fe2f67f9-ae9e-4db9-ba3f-14835f611db2.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22614377&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/02/28/b4445366-6f6c-4caf-99d6-bb7cfd9c9be8.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22548793&fn=/document.pdfhttps://360.gs.com/gs/portal/?st=1&action=action.binary&d=22505284&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=22137354&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2018/02/05/42d255b3-256a-48ba-a3d0-da81b3eeb75a.pdf
https://360.gs.com/gs/portal/?st=1&action=action.binary&d=22505284&fn=/document.pdfhttps://360.gs.com/gir/portal/?st=1&action=action.binary&d=22137354&fn=/document.pdf
https://research.gs.com/content/research/en/reports/2017/12/14/06a49172-d4ae-46b6-9339-c4f67d3efb0f.pdf
https://360.gs.com/gir/portal/?st=1&action=action.binary&d=22137354&fn=/document.pdf
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https://www.gs.com/disclosures/europeanpolicy.html
https://www.sipc.org/
https://www.theocc.com/about/publications/character-risks.jsp
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
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