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Trump threatens to hike tariffs on US$200 billion of Chinese
goods to 25%

Additional tariffs on another US$325 billion of Chinese goods in the works too

On Sunday night, US President Donald Trump threatened to raise the US tariffs on US5200 billion of
Chinese goods to 25% on this Friday (10 May), and to impose 25% additional tariffs on another
USS325 billion of Chinese imports ‘shortly’. We believe that the latest tariff threats are aimed at
putting pressure on China to reach a trade deal by this week. We will continue to closely monitor

developments in this regard.

Trump announces plans to hike tariffs on Chinese imports

In a fresh series of tweets on Sunday (5 May) night, US President Donald Trump announced that he
would raise the US tariff rate on US$200 billion worth of Chinese goods from the existing 10% to
25% on this Friday (10 May), and that he plans to impose 25% additional tariffs on another US$325
billion of Chinese imports ‘shortly’, which, together with the tariffs in-place, would subject all
Chinese imports to extra tariffs.! Trump said that trade talks with China are continuing, but are

moving too slowly as China ‘attempts to renegotiate’.

1 US imports from China amounted to US$539.5 billion in 2018, less than the total value (US$575) of Chinese imports targeted by
existing and proposed tariffs announced by Trump.
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Chinese Vice Premier Liu He was scheduled to arrive in Washington on Wednesday (8 May) for what
was believed to be the final round of trade negotiations. However, the Wall Street Journal reported
on Sunday night that China was considering cancelling this week’s trade talks in the light of Trump’s
comments.

Before Trump’s announcement, there were signals that China and the US were moving closer to a
comprehensive trade deal to end a months-long trade war. On 4 April, Trump said that the two
countries were very close to a deal, and that a trade deal might be reached ‘within the next four
weeks’. US Treasury Secretary Steven Mnuchin said on 10 April that the US and China have largely
agreed on a mechanism to monitor the implementation of any trade agreement reached, including
establishing new ‘enforcement offices’. As recently as last Friday (3 May), Trump described the
bilateral trade talks as ‘going very well’ and said the two countries were ‘getting close to a very
historic, monumental deal’.

But the abrupt reversal in the US stance also reflects that difficult hurdles remain in the bilateral
trade talks. It was reported that China had asked the US to lift all punitive tariffs on Chinese products
but the US would like to keep some of the tariffs as leverage, and consequently China retreated from
some of its earlier commitments made.

The latest Trump’s comments seem to mark a sudden escalation in trade tensions between China
and the US, and a shift in tone from Trump, who frequently cited progress in trade talks in recent
weeks. However, we believe that the latest tariff threats are mostly aimed at exerting pressure on
China to reach a trade deal by this week, and not a carved-in-stone policy announcement. It was
reported last week that the US had been targeting 10 May to announce a trade deal, which would

then be finalized and signed by Trump and Chinese President Xi Jinping later at an official summit.

Nonetheless, the reversal in Trump’s stance also signals difficulties in ironing out the differences
between the two countries before a trade deal could be reached. In our view, even if China and the
US can reach a trade agreement to end the trade war in the near term, broader uncertainties and
tensions (such as the escalating technology war) between the two countries are likely to remain for

a long time, as the key issue between China and the US is power politics instead of economics.
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Fung Business Intelligence collects, analyses and interprets market data on global sourcing, supply chains,
distribution, retail and technology.

Headquartered in Hong Kong, it leverages unique relationships and information networks to track and report on these
issues with a particular focus on business trends and developments in China and other Asian countries. Fung Business
Intelligence makes its data, impartial analysis and specialist knowledge available to businesses, scholars and
governments around the world through regular research reports and business publications.

As the knowledge bank and think tank for the Fung Group, a Hong Kong-based multinational corporation, Fung
Business Intelligence also provides expertise, advice and consultancy services to the Group and its business partners
on issues related to doing business in China, ranging from market entry and company structure, to tax, licensing and
other regulatory matters.

Fung Business Intelligence was established in the year 2000.

Fung Holdings (1937) Limited, a privately-held business entity headquartered in Hong Kong, is the major shareholder
of the Fung Group of companies, whose core businesses operate across the entire global supply chain for consumer
goods including trading, logistics, distribution and retail. The Fung Group comprises 42,000 people working in more
than 40 economies worldwide. We have a rich history and heritage in export trading and global supply chain
management that dates back to 1906 and traces the story of how Hong Kong and the Pearl River Delta emerged as
one of the world’s foremost manufacturing and trading regions. We are focused on both creating the Supply Chain of
the Future to help brands and retailers navigate the digital economy as well as creating new opportunities, product
categories and market expansion for brands on a global scale.

For more information, please visit www.fbicgroup.com.
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