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USTR announced tariffs on $200 B Chinese goods

China retaliated: $2.4 billion of US products Tariff exemptions to NAFTA, EU, and others 

Steel and Aluminium Tariffs Announced

DOC investigation results: imports of steel and aluminium threaten US national 

security

China ends tariffs on Sorghum

Republic of Korea files WTO dispute

China Imposes Preliminary Tariffs on US Sorghum

USITC Recommends 

Remedies

US Safeguard tariffs on solar panels and washing machines, $10 billion

China Investigates US Exports of Sorghum

Trade War Timeline

Source: Trump’s Trade War Timeline: An Up-to-Date Guide, Peterson Institute for International Economics (PIIE)
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Tariff Exemptions for EU, Canada, and Mexico ends

EU retaliated on whiskey, motorbike…$3.2 billiiion

Canada tariffs on US products: $12.8 B

Unfair trade investigation on 

China

Tariff Threats on 1,333 Chinese Products, $46 B
Tariff Threats on US Products: $50 B

US consider tariffs on another $100 B

China threatens tariffs on $60 billion

Trump instructs Commerce Secretary to investigate steel and aluminium imports 

UNFAIR TRADE PRACTICES

NATIONAL SECURITY  

INJURE TO US INDUSTRIES



• In early July, an initial round of tariffs on $34 billion worth of Chinese 
imports that went into effect. 

• China immediately retaliates with tariffs on its $34 billion list of goods 
including soybeans, pork and electric vehicles.

• On August 23, the US will impose a 25% tariff on another $16 billion 
worth of Chinese goods. 

• The Chinese government also announced a 25% tariff on $16 billion 
worth of US goods that will go into effect the same day. 

Most recently:



Tariffs explained

Types of Tariff

MFN Bound

MFN Applied

Preferential

Bound tariffs: 

• The “ceiling”— maximum tariff in a product category. 

Different across countries, but agreed at the WTO level 

(knowns as MFN bound rates)

• The lesser developed a country, the fewer tariff lines are 

bound. Developed countries should have ~100% bindings.

• Bound tariffs are almost never the rates applied in practice. 

Applied tariffs: 

• The “actual” tariff – countries normally apply much lower 

tariff than those at the bound level; known as MFN applied 

rates

# WTO negotiations is based on reducing BOUND tariffs

Preferential Tariffs:

• Virtually all members of the WTO are also members of at 

least one Preferential trade agreement or also known as 

regional trade agreement or free trade agreement 

# what are features of these agreements to be recognized by 

WTO rules as RTAs? 
Source: https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/c2.types_of_tariffs.htm

Applied rate Bound rate % bound

United States 3.6 3.6 100.0

Canada 3.6 5.1 99.7

EU 4.3 4.1 100.0

Japan 3.1 2.9 99.6

Rep of Korea 11.3 16.0 94.7



Global trend in tariffs after the first GATT negotiations in Geneva 

Source: https://voxeu.org/article/myth-40-pre-gatt-tariffs

Current state of play

% bound Simple average 
(applied)

Duty-free 
(Applied) 

Duties > 3*AVG
(Applied)

Maximum duty
(Applied)

US 100 3.4 46.7 7.2 350

China 100 9.8 7.1 2.2 65

EU 100 5.1 28.1 4.1 189

Singapore 72 0.0 100.0 0.0 89

Source: World Tariff Profiles 2018; WTO, ITC and UNCTAD. https://www.wto.org/english/res_e/booksp_e/tariff_profiles18_e.pdf

• The US imports more products tariff-free than the 

EU, but the rates it charges are higher. 7.2% of its 

tariff lines are subject to duties 3 times higher than 

average, up to 350%. 

• China has higher tariffs on average, and allows 

much less product categories to come in duty-free.

• For Singapore, almost 30% of its tariff lines are 

unbounded, but almost all bounded lines enter duty 

free.



Comparing tariffs and quotas: which one is more harmful?

The Trump administration is attempting to impose quotas instead of tariffs on six major US trading 

partners: e.g. limit the amount (of steel or aluminium) a country can send to the US in a year.

Tariffs 

Higher cost of 

intermediary goods 

Higher cost 

of finished 

products Lower 

spending

Lower return 

to labour and 

capital

Less incentive to 

work/investment

Lower 

output 

(GDP)

Less 

demand

Lower 

companies’ 

confidence 

Delay investment 
and hiring

Quotas

Lower supply of 
goods from overseas

Less tax 
revenue

Less spending

Import/export license 
required 

higher rates 
lower quantities

Tax revenue??

Same tariff 
rates, lower 
quantities

Corruption



In the 1980s, the US imposed a wide range of trade restrictions on Japan, the 
so-called “voluntary” export restraints, to reduce the bilateral trade deficit.

Did trade restrictions work? Will they work? 

Budget 

deficit

Private 

investment

Private 

savings>

Did not address the underlying 

economic conditions:

A country that spends more than it earns 

must be buying more than it makes.

Targeting specific goods or countries is 

like “squeezing on a balloon”:

Reduce car imports from Japan

Lower demand for Yen

Yen depreciate

Other Japanese products become cheaper

Import increase, higher deficit 

Source: https://www.pbs.org/newshour/economy/making-sense/do-trade-restrictions-work-lessons-from-trade-with-japan-in-the-1980s



More balanced and interdepended trade powers

GDP (PPP), share of the world

U.S.

EU

Emerging Asia

US gradually losing its economic 

leverage in trade negotiations

Source: IMF World Economic Outlook

Increasing importance of international trade 

to economies at different income levels

Source: ESCAP calculations based on 
the World Bank national accounts 
data



Modern trade and Asia-Pacific GVC:
China as a major export destination for Asia-Pacific exporters

China is the biggest importer 

of GVC-intermediate products 

in the Asia-Pacific region.

Share of intraregional merchandise exports by 

Asia-Pacific subregions, 2016-2017 (%)

Export Destination

Source: APTIR 2018 (unreleased)



Since China imports from other 

AP economies about 50% of its 

intermediate automotive 

products and two-thirds of its 

intermediate electronics 

products:

Collateral damages to major 

intermediate products suppliers 

to China like Japan, the 

Republic of Korea, Viet Nam, 

Thailand, Malaysia, Singapore, 

and the Philippines as well. 

Intraregional imports affected in the same pattern. 

EPU: Economic Policy Uncertainty



The low-income economies are largely bypassed by GVCs: 

Does this mean they will not be affected by the trade war ?



UNCTAD’s recent prediction of tariffs faced 
by exporters in case of a full trade war

“On average, tariffs applied on developing countries’ 

exports could rise from 3 percent to 37 percent… countries 

like Costa Rica, Ethiopia, Sri Lanka, Bangladesh, and 

Turkey could face average tariffs of 40-50 percent.” –

Mukhisa Kituyi, secretary-general of UNCTAD

“…a trade war would be a severe blow to the world’s 

poorest countries, and to the hope of doubling “least 

developed countries’ share of global exports” by 2020 under 

the Sustainable Development Goals. It would compromise 

the fragile economic recovery since the global financial 

crisis a decade ago, thus undercutting growth and 

development around the world. And it would limit the extent 

to which trade could be used to advance global goals.”
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Tariffs on China will lower the growth 

rates and demand of China and other 

countries heavily involved in GVCs.  

Even Asia-Pacific LDCs and LLDCs 

are not extensively involved in GVCs,

They may end up exporting less 

energy or agricultural products to 

other countries in the regions.

Source: APTIR 2018


