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US-China trade tensions: The art of the deal 
In this latest edition of International Agri Insights, our US-based expert, Prof. Bill Bailey, gives his insider’s take on 

the US-China trade tensions and the likely impacts on global, including NZ’s, agricultural trade. 

 Looking through President Trump’s brinkmanship, I expect the most likely outcome of the US-China trade 

tensions is a negotiated settlement where both sides give a little and gain roughly the same in return. 

 On this basis, the impact on both US and NZ agricultural trade, including with China, is likely to be small. 

 However, until this settlement is reached there remains some limited potential for significant disruption to 

global agricultural trade. 

Trump administration has targeted China with increased tariffs 
Two trade issues – both involving China – have recently arisen.  The first is President Trump’s recent announcement to 

impose tariffs on US imports of steel and aluminum.  The second is his intention to also place tariffs on 1,382 Chinese 

imports, in response to concerns about Chinese intrusions into the US technology market. Both moves have created 

considerable uncertainty in the world’s economy, not to mention the political establishment in Washington, DC.   

China has responded with tariffs of its own 
This uncertainty was recently compounded with China’s move, 

in response to the US initiated steel tariffs, to increase tariffs 

by up to 25% on 128 US products, from frozen pork and wine 

to certain fruits and nuts.   And in response to the proposed US 

technology-related tariffs, China intends to impose 25% tariffs 

on 106 US exports, including soybeans, pork and aircraft. While 

the US tariffs on steel imports and China’s counter move, are 

both in effect, the broader technology-related tariffs, and 

China’s response, are still a work in progress. Although these 

are two discrete tariff initiatives, they are closely related in that 

they underscore an effort on the part of President Trump to 

reduce US trade deficits. This column will take a historical look at the numbers that led President Trump to these trade 

policy initiatives, review the current status of those initiatives and conclude with some thoughts about what may 

eventually transpire.   

To paraphrase Mainland Cheese’s slogan, “Good things take time.”  The recently announced steel and aluminum 

tariffs have been anticipated since, at least April 2017, when President Trump ordered an investigation of US steel 
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imports.  Following up in July 2017, President Trump, setting the stage for tariffs, raised the level of rhetoric by noting 

a number of countries, including China, were destroying the US steel industry.  Rumours and speculation continued 

until the White House officially announced, on March 1, 2018, its intention to impose 25% tariffs on foreign-made 

steel and 10% tariffs on imported aluminum.  Following the March 1 announcement, President Trump, on March 22, 

announced his intention to also impose tariffs on Chinese imports worth $60 billion and to place limits on Chinese 

investment in the US technology industry.   

Many US interests oppose the trade moves 
All of these moves were met by strong opposition from the 

President’s cabinet, former Obama administration officials, 

television talking heads, the popular press and the news 

media.  Wall Street expressed its concern by establishing the 

5th largest Dow Jones Average price decline on record on 

March 22, the day the Chinese tariffs were announced. One 

leading international business expert was quoted as saying, 

about the tariffs, “this is the worst way to conduct trade 

policy”. 

In the US, the steel tariff announcement came while a 

national US farm conference was being held.  Despite the nearly year-long build-up to the announcement, US farm 

leaders attending the conference were said to be in “shock” about the decision.  They were also very concerned about 

the impact on – and potential reaction from – China and resulting impacts on US agricultural exports to that country.   

Trump: “The Art of the Deal” 
When he was private citizen Donald Trump, President Trump is 

credited with authoring the book “The Art of the Deal.” The 

book, while more of a biography than a ‘how to do it’ book, 

clearly underscored Trump’s interest in ‘getting a deal’.  Since 

the initial tariff announcements were made, there has been 

progress toward getting a lot of the ‘deal’ President Trump may 

have intended, with no trade wars developing – yet.   

With this in mind, shortly after announcing the steel and 

aluminum tariffs, Trump specifically excluded Argentina, 

Australia, Brazil, the European Union, South Korea, Canada and 

Mexico (NAFTA trading partners). These exclusions will be re-

evaluated on May 1, with the possibility that tariffs on those 

countries might be re-imposed, relaxed or re-negotiated.   The 

government of South Korea, in response to the steel tariff announcement, agreed to limit the amount of South Korean 

steel exported to the US to about 70% of its previous annual total.  They also agreed to permit up to 50,000 US 

automobiles to enter South Korea under relaxed safety standards, which are viewed by the US as a trade barrier.  In 

exchange, South Korea was granted exemption from steel tariffs.  Whether or not South Korea’s actions are a direct 

consequence of the initial tariff announcement is not clear, but Trump’s negotiating tactics were, and are, clear.   

Meanwhile China, in response to the announcement of potential tariffs on Chinese imports, responded by indicating 

they would place a 25% tariff on certain US agricultural imports, including pork.  In a bit of irony, and perhaps 

indicating the path forward is not as dangerous as some would have us believe, the major US pork exporter to China is 

Smithfield, a US-based company that is owned by a Chinese firm.  Another major pork processor and exporter that will 

be affected by the potential tariff on US pork exports is Brazilian owned JBS.  The international profile of off-shore 

owned companies such as Smithfield and JBS underscores the complicated nature of the impact and implementation 

of the proposed tariffs.  
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So far Trump’s tactics have “worked”, but trade war risks remain 
While Trump’s negotiating tactics have so far been partially 

successful, the potential for significant trade disruptions 

remain.  This is particularly true for US agriculture.  Canada 

and Mexico are first and third in export importance to US 

agriculture.  They are both also important sources of US steel 

imports. Both countries were quickly excluded from the 

initial steel tariff announcement.  The second leading 

importer, South Korea, has worked out an arrangement with 

the US to address the tariff issues. The 4th and 5th major steel 

importers into the US are Brazil and China.  Brazil was also 

excluded from the initial announcement while China’s status 

remains unchanged.  However, China is the country of origin 

to less than 10% of US imports, while the other 4 countries constitute two thirds of total US steel imports.   

Between 2009 and 2016, the value of US agricultural exports topped 1 trillion USD – the highest level in US history.  

And US farm income, for 2017, declined to its lowest level since 2006. So, it is understandable why US agriculture has 

been in strong opposition to the recent steel and China export issues.  The US share market has mostly recovered 

since the initial trade announcements. During the same period, commodity markets haven’t responded as 

dramatically as the share market, but some new crop futures prices have declined.  US corn futures prices are 

unchanged from mid-March levels (soybeans off 1%), with pork, a major export commodity to China, down 12%.   

The current tariff/embargo situation is in considerable flux.  While some additional certainty should be set during 

May, the dynamic nature of things has been underscored by the important modifications that were made following 

the initial tariff announcements and by the number of negotiations, both concluded and ongoing, that arose following 

the steel and Chinese responses. 

However, the impact on NZ agriculture should be small 
For New Zealand agriculture, the impact of Trump’s actions on existing trade alignments and the potential resulting 

impact on New Zealand exports that might occur should be limited.  This conclusion is based on three factors.  The 

first is the softening and accommodating tone the US has shown since the two announcements were first made.  

Second, targeted countries, for the most part, have stepped up in order to be part of a solution, with trade retaliation 

not a preferred path for those countries. South Korea’s action is an example. However, China continues to 

demonstrate some, not unexpected, brinkmanship.  The final, and somewhat unclear, factor is the role of the US 

Department of Agriculture (USDA) and American agriculture in the negotiating process. Senior USDA officials have 

been very clear that broad-ranging negotiations are underway and those negotiations are a direct result of Trump’s 

initial announcements.  The officials also are clear to say this is a negotiating process, not a series of non-negotiable 

trade demands made by the US on other countries. Those officials are comfortable that things are evolving in a 

deliberate and reasonable manner with expectations that agreement on all contentious issues will be achieved.  

While both US and Chinese actions have been the focus of headlines, market activity and political handwringing, the 

implementation of those tariffs is not imminent.  No implementation deadline for the announced Chinese tariffs has 

been set while US companies have until May 22 to raise objections, with a public hearing scheduled for May 15, in 

Washington, DC.  After the May 22 deadline, the US government still has 180 days to decide whether or not to go 

ahead with the tariffs, meaning the standoff could last a long time.  

In the end, if Washington backs down, so too will Beijing 
The general thinking is that if Washington backs off from their demands, Beijing is likely to do the same. “It’ll be a 

couple months before tariffs on either side would go into effect,” said White House press secretary Sarah Huckabee 

Sanders.  During that period of time, talks will continue and neither side wishes a trade war.  The challenge will be 
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how both sides claim some type of victory while continuing a semblance of business normalcy.   

Much of the US agriculture industry, however, remains very opposed to Trump’s trade actions.  Farm groups have 

sponsored a variety of advertisements on farm websites that criticize the tariff moves.  How this lack of agricultural 

support for a major Presidential initiative may affect the White House is not known; agricultural relations are a major 

unknown but could have a negative impact of the upcoming Farm Bill and NAFTA negotiations.  It is possible that US 

agriculture will be impacted more negatively by their own actions than outcomes of the tariff issues. 

Postscript:  This text was finalised on 5 April.  After that time, the Trump Administration announced “consideration” of 

tariffs on a further $100bn worth of Chinese imports.  Prof. Bailey’s quick take on this announcement was that 

announcement was more posturing that was to be expected, rather than an escalation of trade tensions per se. 

About the author 
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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