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On May 10th, the United States increased tariffs from 10% to 25% on $200 billion of Chinese imports after trade 
talks broke down. The increase was initially planned for January 1, 2019, but the U.S. delayed the tariffs in order to 
see if a resolution could be reached by May 1st. China retaliated on May 13th with an increase in tariffs on $60 billion 
on American goods, effective June 1st. 

Since the announcement, U.S. and Chinese equity markets have been down 0.9% and 6.1% through May 17th. In 
particular, there are a number of companies and industries caught in trade crosshairs:

1. Apple: China accounts for almost 20% of Apple’s revenue and hundreds of its suppliers are located in 
China. Concurrently, Chinese consumers have been moving away from more expensive iPhones towards 
cheaper Chinese brands like Huawei. 

2. Semiconductors: Intellectual property disputes were key to the breakdown in trade negotiations. Many 
semiconductors are made in China and are used in mobile devices. An increase in tariffs could raise prices 
for consumers, which may lead to higher inventories and lower investment in innovation. 

3. Materials: China owns 90% of rare earth supplies, which are used in advanced technologies. These materials 
may be subject to future tariffs. 
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Fortunately, the United States has taken some steps to lessen the blow of tariffs. First, the Trump administration 
delayed making a final decision on whether to impose tariffs on auto imports from the European Union and 
Japan. Second, the administration reached a deal with Canada and Mexico to end U.S. and retaliatory tariffs on 
steel and aluminum. This removes a major roadblock in the possible passage of the USMCA trade agreement  
which would replace NAFTA, by Congress. However, our trade with China is greater than our trade with Canada 
or Mexico. 

Recently, consumer confidence hit a 15-year high, but the survey was taken before the May 8th trade 
announcement. While the Street is crossing its fingers that a deal can be reached by the G20 summit in late 
June, we are more concerned with how a prolonged dispute can affect business investment and eventually, 
consumer confidence. 


