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Release of White Paper Hours After the Latest Round of Tariffs As the ongoing US-China 
trade tensions continue with no end in sight, the Chinese government on 24 Sep (Monday) 
released its “White Paper on Facts About the China-US Trade Dispute and China’s Stance” 
(hereafter, “White Paper”). 

The release of the White Paper came just hours after a new round of additional tariff action on 
both countries’ goods took effect on 24 Sep (see “US-China Trade: China Hits Back With Tariffs 
On US$60bn Of US Goods”, 19 September 2018). The report was announced through official 
news agency Xinhua just as China imposed tariff on US$60bn of US imports at 1201pm, while 
the release of the document came hours after. 

The White Paper consists of about 30,000 characters, and is divided into six sections. The 
first two sections deal with the benefits and facts of US-China economic cooperation (in goods 
and services trade, investments) and dispel/clarify common misconceptions about bilateral US-
China trade, investment, technology transfer, intellectual property (IP) rights and protection, 
which are being widely circulated and cited. Sections 3 to 5 focus on US’ trade practices which 
China asserts to be protectionist and “bully” tactics. The last section reiterates China’s position 
of support for resolution through negotiations in an environment of mutual respect.

China Lays Out A Comprehensive Case Against Trade Protectionism
In the White Paper, China lays out a comprehensive case with facts, figures and evidence in 
supporting the benefits of US-China trade and how China has made efforts to lower barriers to 
trade and investment and protect intellectual property rights (IP). 

One discussion in the White Paper clarifies the discrepancy of trade data between the two 
countries. As shown in the chart below, both countries report different amount of goods imports 
and exports, resulting in different trade balances  recorded by both. 

For 2017, US Census Bureau reported goods imports from China at US$505bn and exports 
to China at US$130bn, for a trade deficit of US$376bn. Based on data from China Customs, 
China reported goods exports to the US at US$433bn and US goods imported from the US 
at US$155bn, with a trade surplus of US$278bn. As a result, there is a difference of close to 
US$100bn between these two figures. The discrepancy is a persistent one, and has increased 
over time. The average discrepancy between the trade surplus/deficit figures is about US$100bn 
between 2012 and 2017, and about US$97bn in the 10 years to 2017, compared to average of 
US$38bn in the 10 years between 1993 to 2003. 

According to the White Paper, commerce officials from both China and the US join hands each 
year to tackle the data discrepancy, and the differences between the two sets of data boil down 
to differences in values, treatment of values of re-exported goods, jurisdiction differences, and 
lags due to transportation, among others. 

https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180919.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_180919.pdf
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At the same time, the document also cites a large number of instances how the US has been 
engaging in unfair trade practices of its own through discriminatory rules and regulations, 
subsidies and support, the US’ own versions of industrial policy, and nontariff barriers to support 
domestic businesses and industries. 

The White Paper is also clearly aimed at refuting the release earlier this year (22 Mar 2018) of the 
US Trade Representative Office’s (USTR) report and findings under the Section 301 investigation 
on China’s practices of technology transfer, IP, and innovation. In the Section 301 report, US 
accused China of forced technology transfer and IP theft, among other alleged infringements 
(though it did not cite concrete examples or evidence of actual cases). In the White Paper, China 
refutes these allegations and charges with evidence of its own, e.g. with rising amount of R&D 
spent in China and number of patents applied and approved through its own efforts. 

Where Does This Lead To? 
Coupled with threats earlier by US President Trump that the trade dispute would enter into “Phase 
Three” (whereby the entire amount of Chinese imports into the US of more than US$500bn would 
be “tariffed”, vs. US$250bn currently), the White Paper suggests that both sides are digging in 
further. 

This means that trade tensions are likely to persist into near future just as we had mentioned 
earlier (see “Asean Focus: US-China Trade Tussle & Impact On China And ASEAN, 4Q18 
Quarterly Global Outlook, 17 Sep 2018). We have pegged the main scenario (at 65% 
probability) a protracted trade conflict that lasts into 2019, and with a worst case scenario (now 
35% probability) that the entire Chinese exports to the US will be “tariffed”, along with severe 
restrictions on Chinese investments into the US. 

Foreign Trade, Countries, USD

Source: Macrobond, UOB Global Economics & Markets Research

Scenario Probability Impact on 2019 Global GDP Growth*

Base Case

Tariffs on US$50bn of goods by US and 
China, additional tariffs for US$200bn of 
Chinese goods and US$60bn of US goods, 
followed by long negotiation process into 
2019 before reaching resolution

65% ~ -0.4ppt

Worst Case

Tariffs on US$50bn of goods by US and 
China, additional tariffs for US$200bn of 
Chinese goods and US$60bn of US goods, 
followed by escalating and sustained trade 
actions including blanket tariffs, restrictions 
on technology transfer & other measures

35% ~ -0.9ppt

* UOB Global Economics & Markets Research Estimates

https://ustr.gov/sites/default/files/Section%20301%20FINAL.PDF
https://ustr.gov/sites/default/files/Section%20301%20FINAL.PDF
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However, the White Paper has not closed the door entirely to further negotiations with the US, as 
it concludes that the preferred solution is dialogue rather than conflict, with mutual respect and 
equality in negotiations. 

As such there is still hope for an amicable resolution eventually and with the release of the 
White Paper, the ball is now in the US’ court. It remains to be seen what the US’ next move 
would be. Given the US President Trump’s bias towards bilateral negotiations and disdain for 
multilateral arrangements, and China’s support for multilateral arrangement and institutions, the 
gap remains wide at this point for the two largest economies in the world. 

References:

White Paper on Facts About the China-US Trade Dispute and China’s Stance, State Council 
Information Office, Sep 2018 
《关于中美经贸摩擦的事实与中方立场》白皮书, 国务院新闻办公室, 2019年9月24日

http://www.scio.gov.cn/37236/38180/Document/1638218/1638218.htm   

Findings of the Investigation Into China’s Acts, Policies, and Practices Related to Technology 
Transfer, Intellectual Property, and Innovation Under Section 301 of the Trade Act of 1974, Office 
of the United States Trade Representative, 22 Mar 2018 
https://ustr.gov/sites/default/files/Section%20301%20FINAL.PDF  



US-China Trade: White Paper Shows Tensions To Linger But Not Intractable           
Thursday, 27 September 2018
4 I P a g e

Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever 
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws 
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments. 
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors about 
the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing 
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance 
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The 
views expressed within this publication are solely those of the author’s and are independent of the actual trading positions of  United Overseas Bank 
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of 
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB Group 
may have also issued other reports, publications or documents expressing views which are different from those stated in this publication. Although 
every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication, UOB Group 
makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no responsibility or liability 
relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or information in this publication.
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