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Trump policies towards China are still up in the air. Both markets and the 
Chinese government shouldn’t underestimate what the Trump administration 
is going to implement, hence some well thought through responses should be 
prepared by China. It is critical, for China, for Sino-US relations, and also for 
the global economy.

Market focuses are still around a consensus reached, after 60 days Trump 
has been in office, that what Trump is going to do on China would impact the 
US more than China: (1) the Trump administration has already given up on 
Two-China policy talk in favour of the One-China policy, as it is not negotiable 
with China; (2) the Trump administration has not labelled China as a currency 
manipulator anymore, and the Yuan is appreciating in the direction it wants; 
(3) Trump’s administration also hasn’t come up with the 45% tariff on Chinese 
exported goods to the US, and the market has priced in a low probability it 
would happen, similarly as the majority thinking in the Chinese government. Are 
market participants wrong again, especially on point number three regarding 
bi-lateral trade negotiations? One thing we know is that the market didn’t think 
this through, and it already brings risks for the future.

China should prepare proactively how to respond to Trump policies, and below 
are our suggestions.

China should take a leading role

The Trump administration wants to bring global trade from multilateral to 
bilateral, whereas we all know multilateral trade relationships generate positive 
sum games, but not bilateral. Even for bilateral Sino-US trade negotiations, 
China should take the moral high ground, even though the Trump administration 
is taking the moral low ground.

The market and the Chinese government should understand globalisation is 
only part of the reason for US job losses. US exports to China are mostly 
capital intensive, and US imports are labour intensive, hence the US has 
net job losses. And job loss shouldn’t be the focus of trade for the Trump 
administration and all countries. The focus should be whether the welfare of 
the majority of the people has benefited. Clearly US consumers benefit greatly 
in Sino-US trade relations, with low cost consumer goods. There is no perfect 
international institution, but the WTO is still trying to bring every country to a 
level playing field. The rule of law that has been set up by the WTO should still 
be respected, and China should take a leading role here. It is clear the new 
rule of law regarding trade shouldn’t be and can’t be rewritten by the Trump 
administration.

China should set a wise negotiation strategy

China should clearly understand the nature of the Trump administration, and 
most importantly the president Donald Trump. How rational they are, and how 
long they would stick to their committed policies. The best practice for China 
would be whenever any negotiation takes place to allow longer time before 
responding. When China thinks through how to respond, there should be a risk 
analysis if Trump changes right after, as China shouldn’t be over committed 
to the negotiations, otherwise China will lose out and suffer on the long term.

China should prepare for the worst-case scenario on trade 
negotiations

The widespread consensus is the US wouldn’t levy a 45% tariff on China 
anytime soon if any. However, the current Trump administration claims they 
are hard negotiators. The markets and the Chinese government have guessed 
the Trump administration might start by levying an anti-dumping duty tax on 
Chinese industries. However, on the contrary, they have been talking recently 

The essential

We think, in responding to Trump 
policies, China should 1) take a 
leading role; 2) set a wise negotiation 
strategy by responding slowly and 
factoring in policy-changing risks; 3) 
prepare for the worst-case scenario 
on trade negotiations and WTO is the 
appropriate organisation to exchange 
with; 4) levy an export tax rather than 
the US levy a border adjustment tax 
to collect the revenues itself; 5) offer 
what has  been achieved as a gift to the 
Trump administration, such as China will 
not be a currency manipulator and will 
help with jobs.

Finalised at 24 March 2017

China should 
take a leading role

How should China respond 
to Trump policies?
JI MO, Strategy and Economic Research

3

China should set 
a wise negotiation strategy



Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry
27

April 2017

# 04
April 2017

# 04

about the Chinese automobile industry. Chinese auto exports to the US are 
negligible: they have chosen the wrong industry, and they wouldn’t gain from 
this negotiation.

However, they will be tough when negotiating on overcapacity sectors such as 
the Chinese steel industry. The best way China should handle this is to send 
the cases to the WTO. This is, on one hand, China taking a leading role by 
respecting the global rule of law, but also the WTO usually takes three to five 
years to deal with such cases. And we believe this is the best way to deal with 
the current Trump administration which wants results quickly.

China might levy an export tax rather than the US levy 
a border adjustment tax

As market participants, we know it is very likely the border adjustment tax 
wouldn’t be passed by US Congress. However, every country including China 
should prepare how to respond. In our mind, the best way is for China might 
be to adopt an export tax, hence collecting the tax when the exported goods 
and services leave the Chinese border, rather than let the revenues go to the 
US through the US border adjustment tax.

China should offer what has been achieved as a gift 
to the Trump administration

It is important to know the nature of the Trump administration, since they are 
more than ever eager to achieve something, as they have already been in office 
for over 60 days and have achieved almost nothing with so far no bill being 
passed. The Xi/Trump meeting in April provides a good opportunity for China 
to make the Trump administration feel good.

In our view, the best gift China can give the Trump administration would be 
China continues not to be a currency manipulator. This is something China 
has achieved by keeping the currency stable and also appreciating given the 
weak dollar. China can also agree to provide more jobs to the US economic 
recovery, including both financing and building construction projects, if the US 
is willing for China to participate.

Conclusion

In our view, in responding to Trump policies: 1. China should take a leading 
role; 2. China should set a wise negotiation strategy by responding slowly and 
factoring in policy-changing risks; 3. China should prepare for the worst-case 
scenario on trade negotiations and the WTO is the appropriate organisation 
to exchange with; 4. China should levy an export tax rather than the US levy a 
border adjustment tax to collect the revenues itself; 5. China should offer what 
has been achieved as a gift to the Trump administration, such as China will not 
be a currency manipulator and will help with jobs.

China should levy an export 
tax rather than the US levy 
a border adjustment tax

WTO is the appropriate 
organisation to exchange with

China might prepare 
for the worst on trade 
negotiations with the US



DISCLAIMER

Chief editor: Pascal Blanqué
Editor: Philippe Ithurbide
In the European Union, this document is only for the attention of “Professional” investors as defined in Directive 2004/39/EC dated 21 April 2004 on markets in financial 
instruments (“MIFID”), to investment services providers and any other professional of the financial industry, and as the case may be in each local regulations and, as 
far as the offering in Switzerland is concerned, a “Qualified Investor” within the meaning of the provisions of the Swiss Collective Investment Schemes Act of 23 June 
2006 (CISA), the Swiss Collective Investment Schemes Ordinance of 22 November 2006 (CISO) and the FINMA’s Circular 08/8 on Public Advertising under the Collective 
Investment Schemes legislation of 20 November 2008. In no event may this material be distributed in the European Union to non “Professional” investors as defined in 
the MIFID or in each local regulation, or in Switzerland to investors who do not comply with the definition of “qualified investors” as defined in the applicable legislation 
and regulation. This document is not intended for citizens or residents of the United States of America or to any «U.S. Person» , as this term is defined in SEC Regulation 
S under the U.S. Securities Act of 1933.
This document neither constitutes an offer to buy nor a solicitation to sell a product, and shall not be considered as an unlawful solicitation or an investment advice. 
Amundi accepts no liability whatsoever, whether direct or indirect, that may arise from the use of information contained in this material. Amundi can in no way be held 
responsible for any decision or investment made on the basis of information contained in this material. The information contained in this document is disclosed to you on 
a confidential basis and shall not be copied, reproduced, modified, translated or distributed without the prior written approval of Amundi, to any third person or entity in 
any country or jurisdiction which would subject Amundi or any of “the Funds”, to any registration requirements within these jurisdictions or where it might be considered 
as unlawful. Accordingly, this material is for distribution solely in jurisdictions where permitted and to persons who may receive it without breaching applicable legal or 
regulatory requirements. 
The information contained in this document is deemed accurate as at the date of publication set out on the first page of this document. Data, opinions and estimates 
may be changed without notice. 
You have the right to receive information about the personal information we hold on you. You can obtain a copy of the information we hold on you by sending an email 
to info@amundi.com. If you are concerned that any of the information we hold on you is incorrect, please contact us at info@amundi.com
Document issued by Amundi, a société anonyme with a share capital of €746,262,615 - Portfolio manager regulated by the AMF under number GP04000036 – Head 
office: 90 boulevard Pasteur – 75015 Paris – France – 437 574 452 RCS Paris www.amundi.com
Photo credit: iStock by Getty Images - TomasSereda

Contributors
Editor
– �PHILIPPE ITHURBIDE 

Head of Research, Strategy and Analysis – Paris

Deputy-Editors
– �DIDIER BOROWSKI – Paris, RICHARD BUTLER – Paris, ÉRIC MIJOT – Paris, 

MO JI – Hong Kong, STÉPHANE TAILLEPIED – Paris

Support
– �PIA BERGER 

Research, Strategy and Analysis – Paris
– �BENOIT PONCET 

Research, Strategy and Analysis – Paris

Amundi Research 
Center

Top-down
Asset Allocation

Bottom-up
	 Corporate Bonds

Fixed Income

Foreign Exchange
	 Money Markets	 Equities

Find out more about 
Amundi research team

research-center.amundi.com

Monetary Policies
	 Forecasts
Investment Strategies

Quant
Emerging Markets

Sovereign Bonds
Private Equity

Real Estate	 High Yield

EXPERT TALK

Amundi Research Center

THOUGHT OF THE DAY MOST READ

Search for an article, a video, a conference…
OK

1.5%

On March  11, ever ywhere  in  Japan was  � l l ed

wi th  renewed sympathy  fo r  the  v ic t ims  o f  the

unprecedented  ear thquake  and tsunami  th ree

years  ago . P r ime Min is te r  Abe , who o f fe red

prayers  fo r  the i r  sou ls  a t  the  cen t re  o f  Tokyo ,

migh t  fee l  uncomfor tab le  w i th  unbearab le

economic  weakness . Wh i le  indus t r ia l  ou tpu t…

On the  6 th  March , the  ECB pub l i shed  i t s  new

macroeconomic  p ro jec t ions .

11.03.2014 - Thought of  the Day

11.03.2014 - Expert  ta lk

14.03.2014 - Expert  Talk
Macro-economic  ind ica to rs  improv ing  in  2H13…

The accumula t ion  o f  good  news s ince  the  end

of  summer  2013 con�rms w idespread

improvement  in  the  macro-economic  c l imate .

Japan – Abenomics,

challenged by unexpected

phenomena

ECB in�ation projections

The Chinese central bank modi�es its exchange

rate policy… What effects will this have?

We have  long  been aware  tha t  Ch ina  needs  to  imp lement  s t ruc tu ra l

re fo rms, and  wants  to  l i be ra l i se  i t s  cap i ta l  account . Th is  has  ma jo r

consequences  fo r  i t s  economic  po l i cy. A  � rs t  s tep  appears  to…

uREAD MORE

ADD TO MY DOCUMENTS 

ADD TO MY DOCUMENTS 

ADD TO MY DOCUMENTS 

Real Estate: What's next in

the European markets?

ADD TO MY DOCUMENTS 

HEADLINES

u ALL ARTICLES

Recent publications
Working Papers
 �Portfolio optimisation in an uncertain world 
MARIELLE DE JONG — Quantitative Research

 �The Reactive Covariance Model and its implications in asset allocation 
EDUARDO ABI JABER — Quantitative Analyst – ENSAE ParisTech — DAVE BENICHOU, 
Portfolio Manager, HASSAN MALONGO — Quantitative Research

 �On the stationarity of dynamic conditional correlation models 
JEAN-DAVID FERMANIAN — Professor of Finance & Statistics, CREST/ENSAE 
HASSAN MALONGO — Quantitative Research

Discussion Papers Series
 �Cycles and asset allocation: 
key investment decisions 
ÉRIC MIJOT – Strategy and Economic Research

 ��Human rights and businesses: 
How can one assess the corporate responsibility to protect human rights? 
MARIE NAVARRE, ARNAUD PEYTHIEU – ESG Research

 �Coal extraction and mining: 
Sector exclusion or greater selectivity? 
CATHERINE CROZAT – ESG Research 

Special Issues _ French presidential election 2017
�#5 - �French public debt: liquid and safe 

BASTIEN DRUT – Strategy and Economic Research

�#4 - �The candidates and budgetary / fiscal policies: 
 what is at stake 
VALERIE LETORT – Strategy and Economic Research

�#3 - �The French economy’s structural problems according 
to international organisations and the top four candidates’ platforms 
TRISTAN PERRIER – Strategy and Economic Research

�#2 - �French economy: where are we? 
TRISTAN PERRIER – Strategy and Economic Research

�#1 - �French elections - taking stock of the situation and decrypting current issues 
PHILIPPE ITHURBIDE – Global Head of Research, Strategy and Analysis

April 2017

#04

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry


