
 

 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 A global trade war would have serious negative consequences for the global economy, but this remains an outside risk, 
despite Donald Trump's decision to impose tariffs on US steel and aluminium imports 

 Although the President has now signed the tariffs into law, he has softened from his initial position, exempting Canada and 
Mexico, and possibly other countries 

 Since most US steel imports come from allies, only a small share of US steel imports may ultimately be affected by these 
tariffs (US steel imports account for around one percent of total US goods imports); China produces a large surplus of steel 
each year, but most of its steel exports go to Asian countries and not the US 

 Donald Trump may have a protectionist inclination on trade, but he is also pragmatic, pro-business and uses the S&P 500 as 
a barometer of success - a trade war, threatening a large decline in the stock market, and US jobs, is not in his interest, or 
that of his support base 

 Furthermore, Gary Cohn's resignation, and the seemingly growing influence of Peter Navarro in the White House, does not 
necessarily represent a lurch toward 'Donald Dark' (a risk scenario that we outlined before Trump became President), just as 
the resignation of Steve Bannon did not represent a lurch towards 'Trump Lite' 

 However, we do think that Donald Trump will take some specific actions against China, in response to their alleged violation 
of WTO trade laws, particularly with respect to protection of intellectual property rights, although in this regard he is likely to 
have the support of other nations 

 For now though, the overall US trade deficit, and the trade deficit with China, continue to rise, points reflected in the trade 
data released last week by both the Chinese and US authorities  
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