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Trade Relations

Abstract

Since China's accession to the WTO in 2001, Sino-US trade has maintained a rapid and 
healthy development momentum. The total volume of import and export trade has been on the 
rise and the commodity structure has been constantly optimized. Today, China and the United 
States have become each other's largest trading partners.

At the same time, the two countries have seen ongoing frictions in the field of trade. In March 
thisyear, US President Donald Trump announced the imposition of punitive tariffs on Chinese 
goods worth up to 50 billion US dollars, after which China issued its counter-measures. In 
July, the United States continued to weigh on China and threw an additional 200 billion US 
dollars goods into its sanction pool, pouring oil on the flames of trade frictions.

This report focuses on the Sino-US trade frictions and the status quo of their economic and 
trade cooperation, gets straight to the concerns of all parties, objectively and systematically 
analyzes the roots, current situation and future trend, and provides reasonable suggestions 
on the sustainable development of Sino-US economic and trade relations. Below are the 
highlights of this report:

1. The causes of Sino-US trade friction. This report analyzes the interests of both parties 
in the field of economic and trade from the perspectives of China and the United States, and 
finds that cognitive bias is the immediate cause of trade friction between the two sides.

2. The status quo of Sino-US trade friction. This report elaborates the current situation of 
Sino-US trade friction from the perspectives of event review, tariff list analysis and economic 
effects.

3. The consequences of Sino-US trade friction. Based on the reasons and the status quo, 
this report makes a bold prediction on the post-trade disputes era, and comes out with three 
situations of the trajectory of Sino-US trade relations.

4. How to break the ice of Sino-US "trade war". This report puts forward recommendations 
for the development of Sino-US relations in the post-trade friction era from five perspectives 
- expanding imports of goods, infrastructure construction, two-way market opening, bilateral 
investment agreement negotiations, and Sino-US scientific and technological cooperation.
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Preface

In 2017, the bilateral trade volume between the US and China totaled US$635.97 billion, an 
increase by more than 10% over the previous year. Among them, the US exported US$130.37 
billion goods to China, the highest in US history, accounting for 8.4% of the total US exports, 
an increase by 0.5 percentage points over the previous year.

In the past decade, the export of the US to China has risen by 86%, which has created 1 
million jobs for the US, with obvious export rise in 49 states, among which 17 states achieved 
an over 100% increase in export volume.

However, the cognitive biases between the two countries on trade have led to conflicts in 
their interests. In order to satisfy its own interests, the US began to adjust its economic and 
trade policies toward China, seeking to exert pressure on China and force China to make 
concessions on interests. But what cannot be forgotten is that in the past four decades, China 
and the US shared the "Pacific prosperity" that has lasted for 40 years.
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(1) The economic and trade fields of 
concern to the Chinese side

1. Reasons, measures and influence of US 
high-tech export restrictions on China

The United States is currently the country 
holding tightest to its high-tech exports, 
intending to maintain i ts  dominat ing 
position and technological superiority. As 
the trade volume between the two countries 
has gradually increased, the US export 
restrictions on high-tech products to China 
have been drawing back trade between 
the two countries. In the course of the US 
technology export control on China, export 
control is everlasting. On June 15, 2018, 
while the USTR announced the tariff list of 
50 billion US dollars of goods importing 
from China, it also stated that it would 
impose stricter control on China's investment 
and imports in the United States individually, 
with the focus on high-end manufacturing in 
the Made in China 2025 plan.

1.1 Historical review of US high-tech export 
restrictions on China

The United States's export control on high-
tech products into China can be roughly 
divided into four stages.

Stage 1: The founding of new China in 1949 
until the establishment of diplomatic relations 
between China and the United States in 1979. 
The first post-war Export Control Act enacted 
by the US Congress in 1949. According 
to the degree of leniency-strictness of the 
control, the Act classifies countries other 

I. Important concerns, causes and influences in the 
economic and trade fields between China and the 

United States

than Canada in seven groups in descending 
order from strictness to leniency, namely 
Group Z, Group S, Group Y, Group W, 
Group Q, Group T and Group V. China was 
originally listed in the Group Y. In 1949, the 
Coordinating Committee for Export Control 
(COCOM) was established. After the Korean 
War began, China was imposed on a stricter 
embargo policy than the Soviet Union and 
Eastern Europe, and was also readjusted into 
the Group Z.

Stage 2: From the establishment of Sino-
US diplomatic relations until China entered 
the WTO. In June 1971, President Nixon 
canceled trade embargo against China, 
after his visit to China in 1979, China was 
re-listed in Group Y. In 1983, the level 
of control on China became the weakest 
group, but China was the only country in the 
Group V to be censored. However, in 1989, 
the United States once again suspended 
cooperation with Chinese military projects, 
and other COCOM members also canceled 
the relaxation of export controls on high-tech 
products to China. In 1996, the United States 
co-signed the "Wassenaar Arrangement" 
with 32 other Western countries. The new 
control list and the Biosafety Clearing-House 
(BCH) mechanism will go into effect as of 
November 1, 1996, China remained one of 
the countries under control.

Stage 3: China's accession to the WTO 
and Obama's tenure. On June 19, 2007, the 
United States announced the implementation 
of a new export control policy for China. 
In 2009, the United States brought out the 
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Foreign Relations Authorization Act and 
later introduced the Revised Draft of Export 
Facilitation. Whether it is to relax the control 
of items such as satellites or to adjust trade 
facilitation measures, the United States has 
all counted out China. The United States 
issued the Strategic Trade Authorization 
License Exception in 2011 and amended the 
National Defense Authorization Act in 2013, 
which once again intensified discriminatory 
high-tech export controls against China.

Stage 4: since the Trump administration 
took office. Since Trump took office, the 
US Department of Commerce has begun 
to conduct comprehensive investigation 
into the export and transfer of key sensitive 
technologies related to Chinese companies 
at his behest, thus Chinese companies will 
face more rigorous control when it comes to 
technology-related trade.

O n  A u g u s t  1 ,  E S T,  t h e  U S  F e d e r a l 
Government issued a document stating that 
for national security and diplomatic interests, 
the US Department of Commerce began to 
include 44 Chinese companies (8 units and 
36 subsidiaries) in its Export Control List on 
the same day, and put in place technology 
blockade. After inclusion in the entity list, 
these entities are required to obtain additional 
licensing requirements under the US Export 
Administration Regulations (EAR). It also 
limits the availability, export, re-export of 
most of the license exceptions, and entities 
that are transferred into the list. Enterprises 
can only jump off the list if they meet the 
national security interests and foreign policy 
requirements of the United States.

1.2 Reasons for US high-tech export 
restrictions on China

(1) Worrying about China's technological 
progress. In the US National Security 
Strategy (December 18, 2017), China and 

Russia are clearly listed as its competitors. 
The United States hopes to maintain its 
leading position in strategically critical areas 
for 30 years, while in the technical field or 
technology-intensive industries, China is 
becoming significantly more competitive 
aga ins t  the  Uni ted  S ta tes  and  o the r 
industrialized countries, the United States 
intends to limit China's development in high-
tech industries and maintain its competitive 
edge.

(2) Safeguarding US national security. By 
limiting or prohibiting certain materials 
that may enhance the military strength of 
other countries, especially the export of 
strategic materials, the growth of military 
forces in hostile countries can be slackened 
to a certain extent, thus safeguarding the 
political interests and security of the national 
group. Since 2007, the US Department of 
Commerce's Bureau of Industry and Security 
(BIS) has issued a series of export control 
policies, forming a strict ECCN system, 
and even coming up with the "China rules" 
targeting China specifically.

(3) Concerns about the “Civil Product 
Transformed to Military Product” in some 
industries. China's high-tech companies 
are thriving under tremendous competitive 
pressure. The "Regulations on the Armaments 
Procurement of the PLA" (2002) is the first 
regulation formulated and promulgated by 
the Central Military Commission to regulate 
the procurement of military hardware. Open 
the gate up for civilian enterprises to enter 
the military market, China’s scientific and 
technological innovation system, which 
is being built by the military and civilian 
integration, has brought to the United States 
the concern that high-tech products will enter 
China's military applications, resulting in the 
United States strengthening restrictions on 
high-tech products exports to China.
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(4) Trying to hamper China's economic 
transformation. The Chinese government 
is constantly aware of the need to prepare 
the ground to accelerate the upgrading of 
domestic industries, to get rid of the role of 
“World Factory”, and to gradually shift the 
national industry from labor-intensive to 
technology-intensive industries, the Made 
in China 2025 proposes “three steps” to 
achieve the strategic goal of a powerful 
manufacturing country. For the time being, 
China has not implemented a clear trade 
protection policy, therefore, what dissatisfies 
the United States is China's industrial 
innovation policy, the United States is trying 
to mess up China's economic transformation 
by implementing technological blockade.

1.3 Measures for US high-tech export 
restrictions on China

The export management of the United States 
is mainly divided into two major systems - 
civil projects and military projects. While 
civil projects are mainly governed by the 
Export Administration Act (EAA) and the 
Export Administration Regulations (EAR), 
military projects are mainly subject to the 
Arms Export Control Act (AECA) and the 
International Traffic in Arms Regulations 
(ITAR). The three major lists of export 
control projects are the Commerce Control 
List (CCL, also known as the “Embargo 
List”), the United States Munitions List 
(UML),  and  the  Nuclear  Regula tory 
Commission Control (NRCC).

In terms of civil  projects,  the Export 
Administration Regulations (EAR) was 
formulated in accordance with the EAA, 
which further clarified the principles of export 
management and the Commerce Control List. 
The “Export License” is the main means by 
which the EAR controls the export of goods. 
The United States mainly implements a more 
stringent "Export License" management 
through the following three measures.

First, the Chinese institutions and individuals 
are sanctioned by the list of entities, the 
Denied Persons List (DPL), and the list of 
warnings issued by the BIS, on which the 
institutions and individuals may be subject 
to total embargo or an “Export License” in 
order to be allowed to export. For instance, 
in 2015, the United States embargoed all 
supercomputer-related products against the 
four supercomputer centers in China. On 
August 1 this year, 44 Chinese business 
entities were added into the “Entities List”, 
the lists set out in the EAR have established 
clear embargoes against various bodies.

Second, there are 8 reasons for goods to be 
controlled in the CCL, in addition to the two 
reasons for anti-terrorism and Strategic Arms 
Reduction Treaty (START), the rest are all 
unavailable for China. The BIS’s embargo list 
for China contains more than 200 commodity 
items, making China much more strictly 
controlled than countries such as Japan and 
India.
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Table 1 Export restrictions on different countries under different reasons

Country
Chemical and 

Biological 
Weapons

Nuclear 
Non-

proliferation

National 
Security

Missile 
Technology

Regional 
Stability

Strategic 
Arms 

Reduction 
Treaty

Crime Control Anti-
terrorism

Classification CB1 CB2 CB3 NP1 NP2 NS1 NS2 MT RS1 RS2 FC1 CC1 CC2 CC3 AT1 AT2
China X X X X X X X X X X X
Japan X X X X
India X X X X X X X

Russia X X X X X X X X X X X
Germany X X X X

Note: X in the table represents restrictions. If the export to a country is not under the control reason of a certain 
commodity, it is classified as “no license needed”, and if it does not involve the general prohibited items, it can 
be directly exported.

Source: https://www.bis.doc.gov/index.php/regulations/commerce-control-list-ccl, BIS

Third, for some countries, even if the import 
is subject to export restrictions for a certain 
reason, if the country is in a particular 
country classification, it may still enjoy the 
exemption in the form of “license exception”. 
The EAR divides different countries into four 
groups of ABDE. Group A are the members 
of some international control agreements, 
including the Wassenaar Arrangement, 
the Missile Technology Control Regime 
(MTCR), the Australia Group, and the 
Nuclear Materials Group, etc. Group B has 
relatively few restrictions, and more goods 
imports can enjoy license exemptions. 
Group D includes restrictions on a country's 
exports in terms of national security, nuclear 
weapons, chemical and biological weapons, 
missile technology, and arms embargoes. 
Group E includes four terrorist supporting 
countries (Syria, North Korea, Iran, Sudan) 
and one unilateral embargoed country (Cuba). 
China is not in Group B (see Table 2). Many 
imported products must be strictly certified as 
the civilian-use nature in order to exempt the 
license application.

Table 2 Country grouping regarding “License 
Exceptions”

Country License exception 
grouping

Russia Group A and Group D
China Group D
India Group B
Japan Group B

Source: https://www.bis.doc.gov/index.php/
regulations/commerce-control-list-ccl, BIS

According to data of BIS, 22.7% of China's 
US$115 billion imports from the US in 2016 
were monitored by the BIS EAR, which 
is much higher than the world average of 
14.3%. Among them, the scale of the goods 
approved through the application for license 
is 300 million US dollars, or 0.26%, lower 
than the world average of 0.5%.

With respect to military items, the USML 
(United States Munitions List) contained in 
the International Traffic in Arms Regulations 
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(ITAR) stipulates a specifically controlled 
product catalog. According to ITAR, the 
United States imposed military embargo on 
27 countries including China. During the 
Obama administration, the United States 
amended the relevant provisions of the EAR 
and the ITAR, adding a “600 Series” category 
to the commodity control list, and part of 
the “less sensitive” items in the munition 
control list were moved to this new category 
in the commodity control list, and the export 
of these items only requires licensing from 
the BIS. While 36 countries, except China, 
have been included in the US's strategic 
authorization, to be awarded the license 
exceptions under certain conditions.

1.4 US's high-tech export restrictions on 
China

From the perspective of the United States, 
the impacts are as follows.

Widen the trade deficit with China. In the 
case of importing a large number of Chinese 
manufacturing products and rarely exporting 
high-tech products  with comparat ive 
advantages or even monopolistic advantages, 
it is difficult for the United States to give 
play to its comparative advantage, which is 
inconsistent with the classic international 
trade principle. If China and the United States 
can expand the import of high-tech products 
from the United States through negotiations, 
the Sino-US trade deficit can be effectively 
reduced. According to the April 2017 report 
of the Carnegie Endowment for International 
Peace, if the United States reduces its export 
control to China to the level of Brazil, the 
trade deficit with China can shrink by up to 
24%; if it falls to the level of France, its trade 
deficit with China can slump by up to 34%.

Weaken the competitiveness of enterprises. 
In the high-tech field, with the exception of 
a few cutting-edge fields, the United States 

no longer has an absolute monopoly in most 
areas of technology. Strict export controls 
in the United States have increased the cost 
of China’s technology introduction from the 
United States, forcing China to gradually 
reduce its dependence on the United States 
in the introduction of high technology, and 
to turn to the countries that do not impose 
strict export restrictions or only have less 
stringent restrictions on China for advanced 
technologies, which will inevitably have a 
negative impact on the global competitiveness 
of US companies and sap the economic 
interests of US companies.

Hold up technological progress. If a country 
wants to maintain its technological leadership 
and product vitality, it must speed up the 
transfer of mature technology and put more 
effort into the research and development 
of new technologies. If the US government 
blindly emphasizes export control to China, 
artificially restricting the technology export 
trade between China and the United States, 
it will not only impair the economic interests 
of US enterprises, but also block the rational 
technical  exchanges between the two 
countries, seriously impeding the bilateral 
cooperation in the technical field, which is 
not conducive to technological progress in 
the United States over time.

Lose the Chinese market. In the long run, the 
US high-tech export restrictions will certainly 
push forward China's technological progress 
in a profound manner, and China is gradually 
becoming a gargantuan market for the world's 
technology products export. According to the 
Ministry of Commerce, the value of high-
tech products imported by China in 2011-
2017 rose from US$463 billion to 584.05 
billion, the technology export control policy 
of the US has shielded it from China's vast 
technology market.

The chain reaction of policy. Export control 
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will give rise to a knock-on effect of the 
system, the US's export control policy 
on high-tech products is likely to induce 
other speculative trade measures; while 
export controls are likely to cause a knock-
on effect between the two countries on 
investment policy, foreign exchange policy, 
and foreign policy, etc., making the Sino-
US trade relations more vulnerable, which is 
not unfavorable to the development of trade 
between the two countries.

From the perspective of China, the impacts 
are as follows.

First, the increasingly strict export restrictions 
of high-tech products of the United States 
will enlarge China's trade surplus with the 
United States. China's high-tech industry is 
developing rapidly, and is ever urging for 
technology introduction. The United States, 
as a technological power to restrict the export 
of high-tech products to China, will drive 
China to change the path of technology 
introduction and result in trade surplus with 
the United States.

In the short run, it is adverse to China's 
high-tech development. The restrictions 
of US on technology exports to China are 
extremely demanding, with a wide range 
of entries, and too much steps to apply for 
a license, which directly increases the cost 
of China's technology introduction, while 
China is currently in the economic take-off 
stage, in order to achieve economic catch-up 
and the “frog leaping effect”, it is necessary 
to introduce a huge amount of advanced 
technologies and equipment from developed 
countries, the strict technical blockade 
imposed by the United States will limit the 
development of China's high-tech industries.

In the long run, it can impel China carry on 
independent innovation. The introduction 
of technology is likely to make China's 

development lean on the United States, 
when restr ict ions are imposed by the 
United States on China, it will force China 
to strengthen its independent innovation, 
scale up investment in independent research 
and  deve lopmen t ,  v igo rous ly  boos t 
innovation-driven development, and rely 
on technological innovation to promote 
industrial transformation and upgrading, so 
as to materialize the effective, quality and 
sustainable development. The US's export 
restrictions on high technology are mainly 
a matter of time for China to acquire certain 
technologies. Once China succeeds in 
technological breakthroughs, the US's export 
restrictions will also lose their meaning.

2. Reasons, measures and influence of US 
investment review of China

Chinese companies have encountered 
numerous security review barriers in the 
process of direct investment in the United 
States, among which the National Security 
Review of the Committee on Foreign 
Investment in the United States (CFIUS) 
has produced a forceful deterrent effect on 
Chinese companies, it has prevented or even 
revoked the transactions of many M&A of 
US companies carried out by large Chinese 
corporations, leading to a lack of confidence 
in investing in the United States.

Based on the "301 Investigation" report 
published by the USTR Office, the content in 
the "301 Investigation" report on investment 
restrictions should be taken seriously. The 
United States has tightened its investment 
review of China, especially in the area of 
technology investment. Trump and the 
Department of Treasury are both inclined 
to expand the power of the US Foreign 
Investment Committee (the "CFIUS") to 
further reinforce restrictions on Chinese 
investment in the United States, chiefly based 
on the 301 Investigation Report released in 
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March this year.

2.1 Reasons for US investment review of 
China

First, a fairly large number of the reasons for 
US's investment review of China lie in the 
distinct political environment of China and 
the United States, the US government always 
holds that investors from China are more 
likely to pose a threat to US national security. 

Second, most Chinese companies' investment 
in the United States are mergers and 
acquisitions, and the mergers and acquisitions 
with substantial amount of money and being 
highly technology-related are often carried 
out by state-owned enterprises, therefore, 
the CFIUS tends to believe that Chinese 
enterprises have impure motives.

Third, the US 301 Investigation Report states 
that “China has instructed Chinese companies 
to systematically invest and acquire US 
companies and their assets, or facilitate these 
mergers and acquisitions, so that Chinese 
companies can acquire advanced technology 
and intellectual property rights, and achieve 
large-scale technology transfer in the industry 
sectors that the Industrial Plan of Chinese 
government considers crucial." On June 26, 
2018, president Trump supported the US 
Secretary of the Treasury Steven Mnuchin's 
prudent act to restrict China's investment 
in US technology companies, and said that 
strengthening the review of M&A through 
US-China Economic and Security Review 
Commission can protect US's sensitive 
technologies from flowing out; meanwhile, 
the US Department of Treasury is drafting 
rules to ban companies in which China has 
a shareholding ratio of more than 25% from 
acquiring US companies owning “major 
industrial technologies”, these latest trends 
also show that one of the reasons for US 
investment review of China is to hold back 

the development of China's high technology.

2.2 US investment review measures against 
China

The US's investment review of China is 
mainly led by the Committee on Foreign 
Investment in the United States (CFIUS). 
The CFIUS is an agency authorized by 
the President to review whether foreign 
i n v e s t m e n t  i n  t h e  U n i t e d  S t a t e s  i s 
detrimental to US national security and to 
take the corresponding action. The CFIUS 
is composed of the heads of a number of 
institutions, and mainly acts on the US 
Foreign Investment and National Security Act 
of 2007 and the Exon-Florio Amendment, all 
the core infrastructure, important technologies 
and key resources involving national security 
and the investor background are within 
the scope of review. The review process 
consists of five stages: reporting, review, 
investigation, presidential determination, and 
reporting to Congress. The process, findings 
of the review and the reasons for the decision 
of the CFIUS will not be disclosed to the 
public, and even the companies under review 
are kept under wraps for the specific basis. 
In its more than 30 years of functioning, the 
CFIUS has been trying to strike a balance 
between protecting national security and 
attracting foreign investment and developing 
the US economy.

In order to prevent US technology from 
flowing to China who is competing for 
technical hegemony and restricting overseas 
companies’ investment in the United States, 
it has begun to discuss strengthening the 
business review of CFIUS. For the purpose 
of maintaining safety and security, CFIUS 
conducts a review of foreign-funded M&A 
against US companies, and small capital 
contributions and joint venture establishments 
will also be included in the review in the 
future.
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2.3 The impact of US investment review on 
China

On one hand, as the CFIUS's review of 
investment from Chinese enterprises becomes 
more and more rigid, the number of cases of 
China's direct investment being reviewed by 
the United States indicates a rising tendency.

Figure 1 Number of cases in which China's direct 
investment in US was reviewed in 2007-2015
Source: CFIUS 2015 Annual Report

Table 3 Merger and acquisition cases of Chinese companies rejected by CFIUS in the first half of 2018 

Merger and acquisition cases of Chinese companies rejected by CFIUS in the first half of 2018 
Companies initiating the merger and 

acquisition (China) Takeover targets Transaction amount (million US 
dollars)

Chongqing Casin Group Chicago Stock Exchange 20
Ant Financial Services Group MoneyGram 1200

Sinosemic Investment Xcerra Group (semiconductor 
company) 580

Hainan Airlines Group SkyBridge Capital 200
BlueFocus Cogint 100
Sinotruk UQM Technology 28

DA BEI NONG GROUP Huanong Beans 16.5
Selen Group Akron 9.9

Source: Rhodium Group

In 2017, China’s direct investment in the 
United States dropped sharply by 35% from 
the previous year. In 2017, China's FDI in 
the United States was US$29 billion, which 
peaked at a record of $46 billion in 2016. 
From January to May this year, China’s 
investment in the United States shrank to 
US$1.8 billion, down 92% year-on-year, and 
the number of investments and M&As also 
fell to 39 cases, which is the minimum level 
in the past six years.

At the same time, it will also have an impact 
on the investment and asset allocation of 
some domestic enterprises, the door to 
Chinese companies' investment in seven 
major areas will be closed. The US 301 
Investigation Report focuses on China's 
investments and M&A activities in the United 
States in seven areas. These seven areas 
include automotive, aerospace, electronics, 
energy, health and biotechnology, industrial 
machinery (including robotics) and ICT. 
From 2000 to 2017, these seven areas 
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accounted for 34.8% of China's investment 
in the United States. CFIUS will execute 
rigorous reviews of investments in the United 
States in these areas. The US government is 
tightening the high-end talents flow between 
China and the United States, and shortening 
the visa period for international students to 
study in robotics and aviation and other high-
tech fields, which is the most likely to have a 
negative impact on the introduction of talents 
by Chinese companies.

At the same time, it will also have an impact 
on the investment and asset allocation of 
some domestic companies. The US "301 
Investigation Report" focuses on seven areas 
of Chinese investment and MA activities, 
including automobiles. These seven areas 
include aerospace, electronics, energy, health 
and biotechnology, industrial machinery 
(including robotics) and ICT. On the other 
hand, it will have an impact on employment 
and the overall investment environment in 
the United States.

Prohibiting all  investments related to 
particular industries or technologies, the 
United States will suffer great loss in the 
expected foreign direct investment that 
is effective and beneficial to economic 
development. For instance, the United States 
imposes restrictions on investment in the 
automotive industry from China, which is 
likely to result in a loss of investment trade 
that is favorable to the United States. And 
China’s investment projects in the United 
States have created millions of jobs for the 
blue-collar workers in the United States, 
which is crucial for the Trump administration.

Targeted investment restrictions on China 
will also discourage the overall foreign 
investment in the United States. Foreign 
companies’ investment in the United States 
are based on transparent and reasonable 
fore ign  inves tment  t rea tment .  These 

companies operate in the United States 
and provide approximately 7 million jobs, 
generating nearly US$900 billion economic 
output each year. Breaking this tradition 
means that these foreign companies are no 
longer able to enjoy political stability and 
predictability. The US restrictions on Chinese 
investment companies will also make more 
countries that invest in the United States 
on standby, and warning lights from global 
investors will suppress investor confidence in 
investing in the US.

(2) The economic and trade fields of 
concern to the US

1. Sino-US trade deficit

In recent years, in US domestically, especially 
in political circles, there are plenty of people 
who blame the unemployment especially 
manufacturing unemployment in the United 
States on its trade deficit with China, and 
that China’s trade surplus with the United 
States will bring losses to it while creating 
profits for China, e.g., Navarro, the principal 
advisor on trade of the White House, claimed 
that the trade deficit with China since 2001 
has caused the United States to lose millions 
of manufacturing jobs. Since China’s first 
trade surplus with the United States in 1994, 
China’s trade surplus with the United States 
has been rising continually. The United 
States is China's largest trading partner, as its 
mutually economic dependence with China 
is constantly deepening, its trade deficit 
also keeps growing and reached US$275.8 
billion in 2017, which is also the main cause 
of frequent Sino-US trade frictions and the 
core concerns of the United States in recent 
years. The focus of this controversy resulted 
in a physical outbreak on July 6, 2018. The 
United States officially announced a 25% 
tariff on the goods worth of $34 billion 
previously listed on the $50 billion list of 
goods, and China also took counter measures 
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on US products with equal force and scale. 
Since then, Trump once again said that it 
plans to impose a 25% tariff on Chinese 
goods worth of 200 billion US dollars, the 
strategic trade friction between the United 
States and China is gradually enters a white-
hot stage.

In fact, the US trade deficit with China is not 
as statistically giant as it is, and the situation 
is not as simple as China wins and the United 
States loses. The trade surplus between China 
and the United States is mainly due to their 
different position in the global value chain 
and in the international division of labor in 
the Asia-Pacific region, while traditional 
trade statistics methods cannot divest the 
added value contributed by the large number 
of other countries and even the United States 
to China's exports to the US, which makes 
China’s exports to the US higher than they 
actually are; in the global value chain, the 
trade surplus is reflected in China, but the 
interest surplus is in the US, and the two 
sides are actually benefiting each other on the 
whole. According to China's statistics, 59% of 
China's trade surplus is from foreign-funded 
enterprises, and 61% comes from processing 
trade. China only earns a small amount of 
processing fees from processing trade, while 
the United States greatly reaps the benefits 
from design, parts supply, and marketing. 
The United States imports a huge number 
of high-quality and low-cost products from 
China, which helps maintain a low inflation 
rate, reduce production costs, and promote 
economic transformation, upgrading and 
growth. Imports from China have increased 
the real purchasing power of the American 
people and improved the welfare of blue-
collar workers. Sino-US trade creates a great 
quantity of jobs for the US transportation, 
wholesale and retail industries. Furthermore, 
there is no direct correlation between the 
US trade deficit with China and the decline 

of US manufacturing jobs. A number of 
studies have shown that the decline in 
US manufacturing jobs should mainly be 
attributed to technological progress and 
industrial upgrading, which is not directly 
related to the US trade deficit with China. The 
US Department of Commerce report shows 
that the loss of US jobs has begun before the 
North American Free Trade Agreement came 
into effect and China's accession to the WTO.

An issue highly related to the trade deficit 
and concerned by the US is China's exchange 
rate. The US believes that the long-standing 
trade deficit  is directly related to the 
undervaluation of the RMB exchange rate, 
some US institutions even have labelled China 
as a "currency manipulator". Before 1994, the 
RMB exchange rate regime adopted a dual 
exchange rate. In the more than ten years 
from 1994 to 2005, the RMB exchange rate 
formed a floating exchange rate system solely 
pegged to the US dollar. In 1994, the official 
exchange rate of the RMB against the US 
dollar was about 8.7 (direct quotation of the 
US dollar). In the next 10 years, the exchange 
rate of the RMB against the US dollar 
stayed steady at this level. Then in 2005, the 
United States demanded the reform of RMB 
exchange rate to promote the appreciation of 
the RMB. Later, in July 2005, the Chinese 
RMB exchange rate shifted from “pegged 
to the US dollar” to “pegged to a basket 
of currencies”, embarking on the road of 
appreciation. In mid-May 2006, the exchange 
rate of the RMB against the US dollar “broke 
8” for the first time. After the financial crisis, 
several rounds of quantitative easing policies 
in the United States made the RMB further 
appreciate. In the next few years, although 
the exchange rate was quite volatile, the 
RMB remained an overall appreciating trend. 
After the outbreak of the financial crisis in 
2007, the unemployment rate in the United 
States picked up and the economy was 
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anemic, therefore, the groundswell of opinion 
is in favor of a solution to the huge deficit 
between China and the United States through 
the appreciation of the RMB. In the next 
few years, although the exchange rate was 
quite volatile, the RMB remained an overall 
appreciating trend, which is now below "6.5" 
(Dai Yangnan, 2018). Therefore, although the 
RMB against the US dollar did depreciate 
shortly from 2014 to 2016, the balance of 
China's foreign exchange reserves continued 
to decline during this period. In 2015 and 
2016, China’s foreign exchange reserves 
dropped by 512.6 billion US dollars and 
319.9 billion US dollars respectively from the 
previous year, which obviously falls short of 
the argument of "currency manipulation".

The resolution of the US-China trade deficit 
requires joint efforts by both sides. There are 
differences in the saving rate, consumption 
habits and labor costs between China and the 
United States, which is another important 
basis for the deficit, and the key is to expand 
China’s imports from the United States 
(including high-tech products), rather than 
just contracting the US imports from China. 
Frankly speaking, since last year, several 
honest and open meetings between the 
Chinese and US presidents have injected new 
vitality into Sino-US relations and economic 
and trade cooperation, and have also opened 
a new era of Sino-US economic and trade 
development. Sino-US relations will continue 
to progress while fitting with each other and 
become more mature. China and the United 
States have resorted to bilateral negotiations 
to work out solutions to realize mutual benefit 
and win-win results in bilateral relations. 
Just as President Xi Jinping proposed at 
the APEC summit in Vietnam in 2017, 
openness leads to progress while seclusion 
leaves one behind, we shall make economic 
globalization more open, inclusive, and 
balanced so that its benefits are shared by all. 

Objectively speaking, the general principle 
of the development of Sino-US bilateral 
relations is still mutual benefit and win-win.

2. China's market access

In May 2018, in the earlier stage of Sino-
US trade negotiations, the United States, 
through the document of Balancing Trade 
Relationship,  put  forward a series of 
requirements to resolve trade disputes 
between China and the United States, one of 
which is to require US investors in China to 
obtain “fair, effective and non-discriminatory 
market access and treatment, including the 
removal of foreign investment restrictions 
and foreign ownership”. Moreover, the 
United States expects that China will further 
loosen its investment access in the fields of 
banking, securities, insurance, culture and 
manufacturing, etc. While China holds that 
the level of openness of a country is decided 
by its national conditions and closely related 
to the political system, economic system, 
development level, and regulatory capacity. 
The US also has not opened up in many areas 
such as shipping and commercial satellite 
launch services. China and the United States 
are each other's largest trading partners. The 
mainstream of economic and trade relations 
between the two countries is cooperation, 
and the common interests far outweigh the 
differences. China is willing to expand the 
scale of trade in goods and services with the 
United States under the principle of mutual 
respect, and win-win cooperation, to properly 
handle frictions and differences through 
dialogue and negotiation.

In  recent  years ,  wi th  the  cont inuous 
improvement of the market economic 
system, China has made substantial efforts 
to greatly improve the market openness. 
China has set up 11 pilot free trade zones, 
and continuously cut down the negative 
list of foreign investment, further easing 
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the access threshold for industries such 
as value-added telecommunications, new 
energy vehicle batteries, and gas station 
construction and operation, and the degree 
of openness is steadily going up. Since 2008, 
the scale of attracting foreign investment 
of China has sat steadily in the top three in 
the world. Since 2010, the paid-up overseas 
investment in China has amounted to over 
110 billion US dollars each year, ranking 
the first in developing countries for more 
than 20 consecutive years. The Circular of 
the State Council on Several Measures for 
Expanding Further Opening to Actively 
Make Use of Foreign Capital (Guo Fa [2017] 
No. 5) arranges relative measures aiming at 
further actively utilizing foreign investment, 
creating an excellent business environment, 
deepening the reform of “streamlining 
administrat ion and delegating power, 
strengthening supervision, and optimizing 
services”, and reducing transaction costs 
imposed by the government. The 2017 
edition of the Catalogue for the Guidance 
of Foreign Investment Industries cut off the 
original 93 restrictive measures to 63 on the 
basis of the 2015 edition, which continued 
to greatly loosen the restrictions on foreign 
investment access. At present, China has 
fully implemented the management model of 
pre-establishment national treatment (PENT) 
plus negative list for foreign investment, 
and the remaining requirements have been 
completely consistent with Chinese-funded 
enterprises. In January 2017, the State 
Council of China issued the Circular of 
the State Council on Several Measures for 
Expanding Further Opening to Actively Make 
Use of Foreign Capital, and proposed 20 
"highly valuable" working act to initiatively 
promote openness on three aspects: further 
expanding the opening-up to the outside 
world, further creating a fair competitive 
environment, and further strengthening the 
work of attracting foreign investment. The 

Central Economic Working Conference in 
December 2017 proposed to further expand 
the scope and level of openness. On the NPC 
& CPPCC in 2018, the government work 
report proposed to expand the openness in 
areas such as telecommunications, medical 
care, education, and the old-aged nursing, 
and reduce import tariffs on automobiles and 
a part of consumer goods. At the Boao Forum 
for Asia Annual Conference 2018, President 
Xi Jinping pointed out that China's economic 
development has been achieved under the 
condition of openness in the past 40 years, 
foreign investment has played a positive and 
crucial role in China's economic development 
and in deepening the reform process, high-
quality development of China’s economy 
in the future can only be achieved with 
greater openness, China will adopt major 
measures for opening up to the outside world, 
significantly ease market access, and complete 
the revision of negative lists in the first 
half of the year. Continue to create a more 
attractive investment environment, strengthen 
intellectual property protection, and take the 
initiative to expand imports to create a more 
relaxed and orderly environment for domestic 
and foreign entrepreneurs to invest and start 
their undertakings.

China holds a clear-cut attitude toward 
an overal l  opening to  the  world ,  the 
government's restrictive measures for 
market players have been greatly reduced, 
China's efforts to maintain a fair-play market 
environment are prominent and remarkable. 
According to the UN Conference on Trade 
and Development’s (UNCTAD) Global 
Investment Trends Monitoring Report, in 
the context of the decline in the overall size 
of global cross-border investment in 2016, 
China’s foreign direct investment (FDI) 
reached 139 billion US dollars, increased 
by 4.2% over the last year, creating a fresh 
record once again. Among them, the actual 
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US investment in China increased by more 
than 50%, and that of the EU exceeded 
40%. In terms of investment structure, the 
structure of overseas investment in China is 
also optimizing, according to the Report, the 
scale of investment in R&D and high-tech 
manufacturing has increased significantly 
in the foreign investment flowing to China, 
which has been constantly lifting up China's 
innovation capability to become an important 
innovation engine for global economic 
recovery. On June 28, the State Council 
Information Office published the China and 
the World Trade Organization white paper, 
which further clarified that China would roll 
out greater and higher levels of opening-
up to fuel global common development and 
create more opportunities for all countries to 
share China's bonus, and the specific content 
includes: greatly relaxing foreign investment 
access and establishing a more attractive 
investment climate. Undoubtedly, China will 
keep an increasingly wider door to the outside 
world and create more favorable business 
environment. By the same token, if the US 
can give fair treatment to Chinese companies 
investing in the United States, broaden the 
export of high-tech products to China, then 
a win-win situation in cooperation can be 
realized to further develop in balance and 
better benefit the people in both countries.

3. China's intellectual property protection

In August 2017, the White House Office 
of the US Trade Representative carried 
on an investigation into China’s alleged 
infringement of intellectual property rights 
under Section 301 of the Trade Act of 
1974. The investigation aims to “confirm 
whether the Chinese government’s laws, 
policies and practices regarding technology 
transfer, intellectual property and innovation 
are unreasonable or discriminatory and 
has imposed burdens or restrictions on US 

businesses”. In fact, in recent years, China 
has continuously strengthened the protection 
of intellectual property rights, and treated 
the intellectual property rights of domestic 
and foreign companies equally all the 
way, which has been highly praised by the 
international community. In 2017, China 
further revised the Anti-Unfair Competition 
Law and strengthened the protection of trade 
secrets, the authorities of US intellectual 
property rights and relevant media also said 
that China's intellectual property protection 
environment score resides in the forefront 
of middle-income countries.  China is 
increasingly being selected as a key place 
for patent litigation between non-Chinese 
companies because litigants believe that they 
will be treated fairly and equally in China.

China has been constantly improving and 
revising laws relative to the intellectual 
property rights. Before and after China's 
accession to the World Trade Organization 
in 2001, it made a comprehensive and 
systematic revision of relevant laws and 
regulations on intellectual property rights, 
and established an intellectual property legal 
system in consistency with the international 
prevailing rules and actual situation in China. 
In 2008, China enacted and promulgated 
the National Intellectual Property Strategy 
Compendium to upgrade intellectual property 
rights protection to a national strategy. In 
2011, China established the National Leading 
Group on the Fight Against IPR Infringement 
and Counterfeiting, strengthened the overall 
coordination on combating infringement 
and counterfeiting with remarkable results. 
In December 2015, in order to further play 
the role of innovation incentive effect of the 
intellectual property system and enhance the 
country's capacity to create, utilize, protect, 
manage and serve intellectual property 
rights, the State Council issued the Several 
Opinions on Accelerating the Construction of 
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a Powerful Country in Intellectual Property 
Rights under the New Situation. In December 
2016, the State Council issued the "Thirteenth 
Five-Year Plan" for National Intellectual 
Property Protection and Application. In order 
to fulfill the World Trade Organization's 
Agreement on Trade-Related Aspects 
of Intellectual Property Rights (TRIPS) 
and China's external commitments in the 
field of intellectual property, China has 
amended major laws relevant to intellectual 
property protection, such as Copyright Law, 
Trademark Law and Patent Law, and a series 
of administrative regulations have been 
freshly developed. In addition, China has also 
strengthened intellectual property protection 
f rom the  adminis t ra t ive  and judic ia l 
fields. A series of special administrative 
enforcement actions such as "Huhang", 
"Qingfeng", "Longteng" and "Jianwang" 
have inflicted powerful deterrence to 
intellectual property infringement; The 
integration of intellectual property-related 
civil, administrative and criminal trials have 
also been comprehensively implemented. 
Three intellectual property courts and a 
number of intellectual property tribunals 
have been set up one after another, which 
marks the improvement of judicial protection 
of intellectual property rights in China. With 
the continuous implementation of these 
measures, the whole society has gradually 
formed a good atmosphere of respecting 
knowledge and advocating innovation, 
and the awareness of intellectual property 
protection is constantly strengthened.

China's stress on intellectual property 
protection is also reflected on the China's firm 
actions to pay for the intellectual property 
royalties in accordance with international 
trade rules. In 2017, the amount that China 
has paid for the intellectual property royalties 
has reached US$28.6 billion, with a deficit 
of more than US$20 billion. Among which 

the amount paid for intellectual property 
royalties to the U.S. has increased by 14%. 
China has always been a staunch defender, 
an important participant, and an active 
builder of international rules of intellectual 
property rights. In recent years, China's 
environment for intellectual property, 
especially the environment for intellectual 
property protection, has made remarkable 
improvement. In addition, 2018 Global 
Innovation Index Report released by the 
World Intellectual Property Organization 
shows  tha t ,  t hanks  t o  t he  exce l l en t 
performance in intellectual property creation, 
comparing with that of the previous year, 
China (Mainland) has risen by 5 places to 
17th, for the first time to be a member of top 
20.

China's intellectual property protection will 
be further strengthened in the future. This 
is not only the need for China to fulfill its 
international obligations, but also the need 
for China's own development. Strengthening 
the protection of intellectual property rights 
is an inevitable choice. This is an inevitable 
measure to fulfill our commitments to 
WTO and promote international economic 
cooperation. It is also an inherent requirement 
for promoting innovation and enhancing 
C h i n a ' s  e c o n o m i c  c o m p e t i t i v e n e s s . 
As President  Xi J inping pointed out , 
strengthening intellectual property protection 
is the most important content for improving 
the property rights protection system, and 
also the biggest incentive for improving 
China's economic competitiveness, which 
is not only required by foreign-funded 
enterprises, but also demanded by Chinese 
enterprises. Intellectual property protection 
plays a key role in the bilateral economic and 
trade relations between China and the United 
States. China and the United States recognize 
the benefits of cooperation. Cooperation 
is the fundamental basis for bilateral 
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intellectual property exchange, and in-depth 
cooperation in important areas needs to be 
further strengthened. These two countries 
need to better serve the intellectual property 
protection and management of Chinese-
funded enterprises in the United States, and 
help them participate more constructively 
in IP-related operations and activities in the 
United States.

4. China's Implementation of WTO 
Commitments.

China and the United States have major 
divergences in China's implementation of 
TWO commitments. On January 19, 2018, 
the USTR submitted to the Congress the 
Report on China's Implementation of WTO 
Commitments in 2017. The report said that 
China has not done enough to fulfill its 
commitments to its entering WTO, and even 
believes that China has not taken any action 
to fulfill its commitments in some aspects. 
Since the entry into WTO, China has been 
actively abiding by the WTO commitments, 
fulfilling its obligations under the multilateral 
trading system, and fully demonstrating the 
good and trustworthy image of a responsible 
big developing country. In fact, China has not 
only fully fulfilled its commitments to WTO, 
but has also made tremendous efforts for 
further openness.

In fulfilling its commitment to opening trade 
in goods, China not only reduced tariffs and 
non-tariff barriers significantly and fully 
liberalized foreign trade management rights 
as per its commitment upon the entry into 
WTO, but also, in additional to that, made 
further efforts in independent openness 
and reduced taxes on 187 items of goods 
including clothing and cosmetics dramatically 
only in 2017. In addition, China strives to 
open service market and has continuously 
reduced restrictions in the service sectors. 
The 100 sectors that China has promised to 

open at the entry into WTO have all been 
opened; on top of that, further steps have 
been made to extend openness of varying 
degree to nearly 120 sectors to varying 
degrees through independent promotion. 
In the Pilot Free Trade Zone, the degree of 
openness in the fields of finance, distribution, 
and transportation, etc. has already exceeded 
the levels set in our WTO commitments. In 
the investment field, China's manufacturing 
industry has reduced more than 50 restrictions 
on foreign investment compared to that upon 
the entry of China into WTO.

In fulfilling its commitment to intellectual 
property protection, China is gradually 
improving its legal system and institutional 
protection, and continues to strengthen 
enforcement  of  in te l lec tual  proper ty 
protection. In fulfilling its obligation of 
transparency, China provides clear legal 
system guarantees and fully implements 
the reporting obligations of WTO. In terms 
of trade compliance, China has steadily 
carried out the compliance assessment of the 
proposed trade policy and properly responded 
to the concerns of trading partners regarding 
the trade policies in use. In addition, since 
China's accession to the WTO, China has 
always adhered to the socialist market-
oriented economic system reform, accelerated 
industrial restructuring and technological 
innovation, especially the automobile 
industry, which has undergone a painful 
adjustment. Meanwhile, agricultural sector 
has also made great efforts to fulfill its WTO 
commitments.

China's fulfillment of its WTO commitments 
and its efforts to further expand its openness 
are obvious to all. On June 11, 2018, Adam 
S. Posen, the director of the Peterson Institute 
for International Economics of the United 
States, said at a seminar that "China has 
basically fulfilled all the rules and rulings of 
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the WTO." Pascal Lamy, the former Director-
General of the WTO (previously as the trade 
commissioner of the EU Trade Commission) 
said on many occasions that  China’s 
implementation of its WTO commitments 
can be scored “A+”. In the 16 years since 
China joined the WTO, the exports of goods 
to China from US have increased by 500%, 
while US's exports to the world has only 
increased by 90%. China has jumped from 
the eighth largest export market of the United 
States to the third largest one.

Regarding the differences between China 
and the United States on whether China 
has  fu l f i l led  i t s  WTO commitments , 
China should actively explain its efforts 
in fulfilling its WTO commitments, and 
should also understand the constraints that 
it will have to face during the development 
in the future. As for the accusations of the 
United States, if there are indeed some areas 
that need improvement and also conform 
to China's national conditions, China, as 
a responsible big country, will take active 
measures for improvement; while the US 
also needs to recognize China-US relations 
and institutional differences between the 
two economies, seeking common grounds 
while reserving differences on the basis of 
understanding, minimizing frictions and 
disputes, and if necessary, appealing to 
resolving conflicts through the WTO dispute 
settlement mechanism.

5. China's Industrial Policies

Across the globe, industrial policies have 
played an important role in achieving a 
catch-up in any country (Justin Lin). From 
the United Kingdom in the 16th and 17th 
centuries, to the United States, Germany, 
France in the mid-19th century, further to 
Japan after World War II and the so-called 
Four Asian Tigers, industrial policies have 
played positive roles in achieving national 

catch-up. Therefore, some scholars even 
define industrial policies as the collection of 
the policies adopted by the late-developing 
countries to achieve the catch-up. Since 
the reform and opening up, China has 
formulated and implemented effective 
industrial policies based on basic national 
conditions. Driven by powerful industrial 
policies, China's economic development has 
made great achievements, fully reflecting 
the late-developing advantages, and has 
become the world's largest manufacturing 
country and the biggest trading country of 
goods. After the reform and opening up, 
the Chinese government has introduced a 
number of measures related to industrial 
development, which have played an active 
role in stimulating economic development, 
promoting structural  adjustment,  and 
regulating the relationship between supply 
and demand, serving as important guarantee 
for  bri l l iant  achievements in China 's 
industrial development. China's economy has 
entered a new normal, and China's industrial 
restructuring has also stepped into a critical 
period in the context of deepening supply-
side structural reforms. The orientation of 
industrial policies has become the focus of 
attention. The rapid and stable development 
of China in recent years has indeed brought 
a certain sense of crisis to the United States. 
Sino-US relations may face the Thucydides 
trap. As a rising power, at least in eyes of 
the United States, China is vying with the 
United States for strategic influence and 
global affairs, which is getting increasingly 
confrontational. Some specific contents in 
China's industrial policy have also drawn the 
attention of the United States. For example, 
Made in China 2025 Initiative proposes 
that "by 2025, 70% of core infrastructure 
components and key infrastructure materials 
will be self-provided." While the US believes 
and interprets this as Chinese government 
likely to subsidize state-owned enterprises 
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and replace imported products with local 
products, thus creating an unfair competitive 
environment for foreign companies.

Several points need to be clarified. First 
of all, "Made in China 2025" is China's 
development vision based on its stage of 
economic development, the requirement on 
transformation and upgrading of its own 
industry, and in response to a new round 
of scientific, technological and industrial 
revolution, which does not target any region 
or country. Second, "Made in China 2025" is 
only a guiding vision that does not constitute 
a real industrial policy. Its implementation 
r e l i e s  m a i n l y  o n  m a r k e t  w i t h  s o m e 
guidance of the government. The Chinese 
government's support is mainly focused on 
making up for the development of industrial 
innovation platform in the field with market 
failure, R&D of key common technologies 
and human resources training, without any 
prejudice to the principle of fair competition. 
Third, the policy support of "Made in China 
2025" is open and equal to both domestic 
and foreign investment, without restrictive 
and discriminatory issues to some specific 
members.

With China's economy entering a new 
n o r m a l ,  e c o n o m i c  c o n d i t i o n s  a n d 
development environment have undergone 
major changes, and the industrial policy 
transformation is an inevitable choice. In 
the context of the new era, China and the 
United States have shown a clear win-
win situation in the process of industrial 
upgrading in China. The vast majority of US-
funded companies in China have performed 
well, and the Chinese market has become 
an important source for growth and profit. 
At the same time, US-funded manufacturing 
companies have played an active role in 
the upgrading of China's manufacturing 
industry. The high-end products, equipment 

and technology imported from the United 
States also facilitate the upgrading of China's 
manufacturing industry. The operation of 
American manufacturing companies in China 
has brought market competition, which has 
also prompted Chinese companies to rapidly 
improve their technologies, and thus improve 
the overall abilities and innovation of China's 
industry. The China-US economic and trade 
cooperation has promoted the structural 
optimization and technological progress of 
China's related industries and also spurred 
the transformation and upgrading of China's 
economic structure. The development of 
China's related industries also draws on 
the development path of the United States 
and attracts a large number of talents with 
working experience in American companies. 
American companies provide opportunities 
for the development of China's supporting 
industries in a direct or indirect way through 
supply chain management. Sino-US service 
trade is highly complementary. The two sides 
have carried out beneficial cooperation in 
technology trade and cultural trade, which 
helps China to introduce advanced foreign 
technologies and boost the upgrading of 
domestic industries.

6. Issues on Reform of State-owned 
Enterprises

The issue of China's State-owned Enterprises 
(SOEs) is increasingly becoming the focus 
of China-US relations. The reform of SOEs 
is the core issue during China's economic 
reform. SOEs have played a significant role 
in China's move to middle and higher position 
of global value chains. There are 115 Chinese 
companies in the Fortune Global 500 in 2017, 
while three of the top four are Chinese SOEs. 
Most of the mainland Chinese companies 
on the list are SOEs (Cui Fan, 2017). 
With the rapid growth of the international 
competitiveness of Chinese SOEs in recent 
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years, they have more involved globally, and 
accordingly international disputes against 
Chinese SOEs have become increasingly 
prominent. The United States believes that the 
Chinese government's preferential supporting 
policies to offer subsidies and market access 
has given more favorable treatment to SOEs, 
which is detrimental to the fair competition 
of US companies in China. Moreover, in the 
newly launched Trans Pacific Partnership, 
the United States has made the regulations 
of SOEs as an important part. In addition, 
Chinese SOEs have accelerated the pace 
of "going global" in recent years, and more 
SOEs go investing in the United States, 
which has attracted the attention of the 
United States. The United States gives special 
attention to Chinese SOEs in the security 
review of foreign capital, and discrimination 
may be seen in some cases, which causes the 
negative impact on Chinese "going global".

In the process of internationalization of 
SOEs, they still face many challenges and 
obstacles. In addition to some of its own 
reasons, the host country’s political doubts 
and institutional restrictions on Chinese 
SOEs have become an important factor that 
hinders the internationalization of Chinese 
SOEs. The US-led TPP negotiations are 
more concerned with the issues on SOEs. 
TPP's rules on SOEs and competition 
neutrality reflect one of the core drivers of 
all US economic policies toward China, 
namely creating an environment in which 
all companies can compete under common 
rules. As far as China is concerned, the 
"competition neutrality" rules embodied in 
the TPP state-owned enterprise clause are 
closely related to the agreement between 
China and the United States on the relevant 
provisions of state-owned enterprises in 
the China-US BIT negotiations. China has 
already restarted the China-US Bilateral 
Investment Treaty (BIT) negotiations with the 

United States. China has agreed to start BIT 
negotiations with the United States on the 
basis of pre-establishment national treatment 
and a negative list. Therefore, the possibility 
of BIT negotiation between China and the 
United States still exists. In this regard, the 
central government proposes to reform SOEs 
and implement a mixed-ownership economy, 
which is a mixed-ownership economy 
that allows cross-shareholding and mutual 
integration of state-owned capital, collective 
capital, and non-public capital. This is not 
only conducive to the further development 
of domestic economy, but also the inevitable 
requirements for China to conform with the 
international economic environment.

Judging from the long-term development 
of Chinese SOEs, the requirements of the 
TPP agreement are not inconsistent with 
the mission of China's development of 
an open economy, which can serve as an 
effective policy reference for regulating 
China's business environment, maintaining 
market competition order, and promoting 
legal system. The state-owned enterprise 
clause in the TPP agreement is also a 
counter-attack mechanism in the process 
of China's state-owned enterprise reform. 
The "competition neutrality" rules proposed 
by the TPP Agreement aim to maintain fair 
commercial activities, promote fair operation 
of market mechanisms, and provide a fair 
external market competition environment 
for enterprises. This is consistent with 
the purpose of implementing state-owned 
enterprise reform in China. From this 
perspective, the TPP's state-owned enterprise 
clause can contribute, to some extent, to 
the improvement of resource allocation 
efficiency in the Chinese market, and forces 
the market-oriented reform of Chinese state-
owned enterprises in return.

The essence of China-US relations is mutual 
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benefit and win-win. The two sides should 
resolve their differences through dialogue 
and consultation in the principle of equality 
and mutual benefit and strive for the greatest 
common interests. In recent years, the 
negotiation of international rules led by 
developed countries is paying more attention 
to the issue of state-owned enterprises and 
it will have a far-reaching impact on the 
internationalization of Chinese SOEs in the 
future. China should step up research on 
relevant international rules and actively seek 
to participate in the negotiation process, 
creating a more equitable institutional 
environment for the internationalization of 
Chinese SOEs, and at the same time further 
promoting the reforms of SOEs. China 
and the United States should strengthen 
communication mechanisms and, on the 
premise of pursuing broad global interests, 
reach consensus on relevant rules, strive to 
establish a multilateral and unified policy 
system for competition policies, dispel the 
concerns and doubts of the countries of the 
world against Chinese SOEs, and strive for 
a better competitive environment for the 
development of enterprises in both countries.

7. Issues on China's Mandatory 
Technology Transfer

According to the US 301 investigation, the US 
believes that China takes advantages of joint 
venture requirements, stock ratio restrictions 
and other foreign investment restrictions to 
force or make it mandatory for US companies 
to transfer technology to China's SOEs. The 
United States is worried about the speed of 
China's current technology development. 
For this reason, American companies are 
increasingly cautious in technology research 
and development, intellectual property rights 
transfer, and basic cooperation in major areas.

China has always maintained a cooperative 
and open attitude in the development of high 

and new technology. "Made in China 2025" 
is anything but an isolating movement. It 
is an open policy, which treats Chinese and 
foreign companies on equal footings. China 
will continue opening manufacturing sector 
and provide more investment opportunities 
for foreign investors. Since 2015, China 
has gradually phased out access barriers 
for foreign investment. In some core areas 
involving national security, the equity 
allocation has not been fully liberalized, 
which is in full compliance with relevant 
WTO regulations. At the same time, such a 
areas are gradually increasing their opening 
up, reducing foreign investment restrictions 
and removing access barriers. Since joining 
the WTO, China has gradually reformed its 
foreign investment management system, 
especially in recent years, when it has fully 
implemented the pre-establishment national 
treatment plus negative list management. 
All along, China has adopted a policy of 
equal treatment for all enterprises, and 
adheres to the principle of equal treatment 
for domestic and foreign investment in terms 
of requirement on organizational forms and 
business activities. In the relevant laws and 
regulations, there has never been any content 
that mandates foreign companies to transfer 
technologies to Chinese partners.

In recent years, China has made remarkable 
achievements in innovation and has made 
many solid and effective efforts in the field 
of intellectual property protection. From 
the perspective of innovation environment, 
in recent years, China has accelerated 
the implementation of innovation-driven 
development strategy, vigorously promoted 
mass entrepreneurship, innovation, increased 
protection of intellectual property rights, 
and constantly optimized the entrepreneurial 
e n v i r o n m e n t .  T h e  e n t h u s i a s m  f o r 
entrepreneurship and innovation in the whole 
society continued to rise. In 2008, the issue of 
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intellectual property protection was raised to 
the national strategic level. In 2015, the State 
Council issued a notice proposing to “enhance 
the ability to create, use, protect, manage 
and serve the intellectual property rights”. 
In 2016, we continued to emphasize the 
importance of intellectual property protection 
and application. The report of the 19th CPC 
National Congress also proposed to "advocate 
the innovative culture and strengthen the 
creation, protection and application of 
intellectual property rights". According 
to data released by the World Intellectual 
Property Organization, compared over the 
previous year, the number of Chinese patent 
applications in 2017 increased by 13.4%, to 
a number of 48,882, ranking the second in 
the world. In 2017, China's R&D investment 
accounted for 2.1% of GDP, making it the 
second largest innovation investor in the 
world, only second to the United States.

The trade relations between China and 
the United States are complementary and 
interdependent. China has the world's 
largest manufacturing industry, with obvious 

advantages in supply chain and supporting 
facilities. It also has the world's largest, 
high-quality and relatively low-cost labor 
resources and the late-developing advantages 
in infrastructure. As the largest developed 
country in the world, the United States 
enjoys a highly developed service industry 
and the most advanced technologies. The 
United States is at the middle and high end 
of the global value chain, and China is at 
the lower end. With the vertical integration 
of the industrial chain and the transnational 
development of the supply chain, the US high 
value-added design and R&D activities are 
increasingly closely linked with China's low-
cost production and assembly links, gradually 
forming an interdependent community 
of interests. The initial intention of the 
intellectual property system is to promote the 
dissemination of technology. By no means 
should it be abused, or become a tool for 
trade protectionism. The two sides should 
give full play to their respective advantages 
and strengthen cooperation and exchanges 
in investment, technology and factors to 
maximize the interests of both sides.
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II. China-US Trade Friction and Its Economic Effects 
Analysis

(1) Review of China-US Trade Frictions

The first  stage: the United States's 
launching of the 301 investigation and the 
China-US consultation

On August 18, 2017, the United States 
announced the 301 Investigation.

On March 8, 2018, Trump announced a tariff 
on imported steel and aluminum products.

On March 22, Trump signed a presidential 
memorandum to formulate a tariff levy on 
Chinese goods.

On March 23, the US tariffs on Chinese steel 
and aluminum products took effect.

On April 2, China announced the termination 
of tariff reduction list that is worth US$3 
billion.

On April 3, the United States issued a 
punishment tariff (25%) list of US$50 billion 
on imported products.

On April 4, China announced a counter-
measure list of US$50 billion on imported 
products from the United States. 

On April 5, Trump announced an additional 
US$100 billion of tariff.

On April 10th, President Xi announced in 
Boao Forum for Asia that China will ① 
greatly relax market access, ② create a 
more attractive investment environment, ③ 
strengthen intellectual property protection, 
and ④  expand  impor t s ,  and  r educe 
automobile tariffs.

The second stage: US sanctions against 
Chinese companies

On April 16th, ZTE Incident: US companies 
are prohibited from selling parts, goods, 
software and technology to ZTE for the next 
7 years.

On April 17, China imposed temporary anti-
dumping measures on imported sorghum 
originating from the United States.

On April 18, the United States launched anti-
dumping and countervailing investigation on 
China's steel wheel products.

On April 25, the US Department of Justice 
investigated whether Huawei violated US 
sanctions against Iran.

On April 27th, the US Trade Representative 
Office (USTR) announced the Special 301 
Report on Intellectual Property, which listed 
China in a "priority watch list" for the 14th 
consecutive year.

On May 13, Trump said that United States 
would provide a way for ZTE to quickly 
resume its business.

On May 14, China's Ministry of Commerce 
restarted the audit on Qualcomm's acquisition 
of NXP Semiconductors.

From May 16th to 19th, Liu He was invited 
to the United States to discuss China-US 
economic and trade issues and announced a 
joint statement.

The third stage: implementations of trade 
frictions
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On June 15, 2018, the Unite States officially 
approved the additional tariffs on China's 
products of US$50 billion, and announced at 
the same time another two lists worth US$34 
billion and US$16 billion respectively.

On June 16, 2018, the Customs Tariff 
Commission of the State Council issued a 
notice deciding to impose tariffs on 

US$50 billion of imported goods originating 
from the United States, and also published 
two lists.

On July 6, 2018, the United States officially 
announced the imposition of tariffs on goods 
worth US$34 billion imported from China.

China officially announced the imposition of 
tariffs on 545 items of goods worth US$34 
billion. 

On July  10,  2018,  the  Uni ted  Sta tes 
announced a list of recommended products 
for public comments about imposing a 10% 
tariff on US$200 billion Chinese products 

exported to the US.

On August 1, 2018, the USTR issued a 
statement to increase the tax rate on Chinese 
products worth US$200 billion from 10% to 
25%.

On August 3, 2018, China announced that 
it would impose tariffs on some goods 
originating from the United States, and issued 
four tax collection lists to levy additional tax 
ranging between 25%-5% on 5,207 items 
originating from the United States worth 
about US$60 billion, involving from coffee 
to shoes, umbrellas and many kinds of raw 
materials.

On August 8, 2018, the United States 
officially announced a list of tariffs imposing 
additional 25% tax on Chinese goods worth 
US$16 billion.

China officially announced a list of tariffs 
imposing additional 25% tax on US goods 
worth US$16 billion.

Table 4  301 list critical timetable
List 1 of 301 List List 2 of 301 List List of US$200 billion

Product value US$34 billion US$16 billion US$200 billion
Product customs tax number 818 items 284 items 6,030 items

(planned) tax rate 25% 25% 10% (possibly to 25%)
Issue date April 3, 2018 June 15, 2018 July 10, 2018

Hearing application deadline April 23, 2018 June 29, 2018 July 27, 2018 (Deferred to 
August 13)

Comment deadline May 11, 2018 July 23, 2018 August 17, 2018
Date of hearing May 15-17, 2018 July 24, 2018 August 20-23, 2018

Deadline for rebuttal of 
comments after the hearing / July 31, 2018 August 30, 2018 (Deferred 

to September 5)
Final release date June 15, 2018 August 7, 2018 /

Date of taking effect July 6, 2018 August 23, 2018 /
Application exclusion 

deadline October 9, 2018 / /
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(2) Analysis on the List of 
Implementation of China-US Trade 
Frictions

In these two actual lists formulated by the 
United States, the first actual list involves 545 
items, which, comparing with the planned list 
"106", retained 61 items, deleted 45 items (44 
of which were included in the second list and 
the other item was removed), and added 484 
new items. The second actual list involves 
114 items, which, comparing with the 
planned list "106", retained 44 items (taken 
from the planned list) and added 70 items. In 
total, these two actual lists retained 105 items 
in the planned list, deleted 1 item, and added 
554 items.

Comparing with the planned list, China's 
first list only deleted airplanes and other 
aircraft with an empty weight of more 
than 15,000kg but no more than 45,000kg. 
Among the retained products, meat, grains, 
tobacco, cars and their parts are still on the 
counter-measure list. Among the adjusted 
items, chemicals (mainly in Category 3) 
were adjusted to the second list. Most of 
newly-added items are agricultural products. 
In addition to chicken, duck, goose and 
other cold meat products, the United States 
has also greatly increased the sanctions on 
seafood products, while intensifying limits of 
the import of chemical products and medical 
optical products.

(3) Analysis on the Economic Effect of 
China-US Trade Friction

According to the latest two lists from China 
and the United States, this study uses the 
ninth edition database of Global Trade 
Analysis Project (GTAP) for analysis, 
wherein, the database covers 140 countries 
(regions) and 57 departments. GTAP is able to 
comprehensively consider various economic 
policy variables and examine the effects of 

multiple policy variables at the same time, 
currently widely used in the policy simulation 
in trade, agriculture, energy, environmental 
and other policy simulations. The results are 
shown as below:

In the case of both China and the United 
States implementing two tax lists, raising 
tariffs has a negative impact on both side's 
GDP. The United States will suffer a 0.21% 
GDP loss, and China will suffer a shocking 
rate, i.e. 0.85% GDP loss. Overall, the 
negative impact on China has been greater, 
but  the US economy has also suffers 
significantly.

For exports, US exports fell by 1.83%, China 
by 2.56%, and China’s exports will face even 
greater impact. Affected by China's rising 
tariffs on imports, the export of agricultural 
products including soybeans of the United 
States dropped sharply by 30.98%, ranking 
first in the decline of export goods, and the 
decline in exports of other meat products 
and fresh meat such as fruits, vegetables 
and viscera was 13.58%, 13.25%, and 
12.83%, respectively. For China, after the 
US increased import tariffs, the export of 
electronic equipment industry fell by as 
much as 23.6%. The decline in imports is 
not obvious, which shows that domestic 
companies have higher flexibility in replacing 
US imports and can adjust production to 
meet domestic demand. Exports of other 
machinery and equipment industries fell by 
18.56%; exports of coke oven products, and 
other transportation equipment and seeds all 
fell by more than 5%.

The rise of tariffs on both sides is both 
good and bad for employment. In the US, 
the seed industry, including soybeans, lost 
2.64% of jobs, which is the highest among 
all industries. The employment of chemical 
rubber products industry decreased by 
1.26%. The boosting effect brought by the 
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increase of domestic market share increased 
the employment of coke oven products 
industry by 0.38%. Employment in other 
transportation equipment industries increased 
by 0.29%, which promoted the employment 
in other machinery and equipment industries 
by 0.16%. China's labor force employment 
is in stark contrast to that of the US, and 

employment in the coke oven product 
industry is down by 3.15%, ranking first. 
Employment in the electronics industry was 
reduced by 2.3%. The employment of other 
transportation equipment industry fell by 
2.09%, and the employment loss of other 
machinery and equipment was 1.53%.
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III. Prediction of China-US Economic and Trade 
Relations

(1) The Deep-seated Reasons for the 
China-US Trade Disputes

The initial cause of China-US trade frictions 
is  c lear,  mainly because of  the  US’s 
tougher economic and trade policies toward 
China, rather than China's adjustment of 
its economic and trade policies toward the 
United States. The United States provoked 
trade disputes due to its unsatisfied demands 
and tried to suppress China with tough 
measures. The interests of the United States 
can be reflected in the adjustment of its three 
major policies.

1. US Trade Policy Adjustment

The liberalization of multilateral trade during 
President Bush’s presidency changed to 
the liberalization of regional trade during 
President Obama’s period, and now it 
becomes to force others to liberalize trade. 
After Trump took office, the United States 
has shifted its emphasis on absolute proceeds 
brought by trade to the current focus on 
relative proceeds (especially compared with 
China's), seeing more disadvantages of trade. 
For example, Trump believes that China's 
accession to the WTO has brought huge 
gains, and the United States' income, being 
not that great, obtained relative losses. This 
shift has led to Trump administration's less 
interest in promoting trade liberalization. 
The United States put forward the so-called 
"reciprocal trade" on the grounds of trade 
imbalance, forcing China to expand imports 
and further open up its market.

2. US Economic Policy Adjustment

During the Reagan administration, the United 
States took the reduction of the trade deficit 
as an important policy goal. While President 
Bush and President Obama did not regard 
this as an important goal of governance. 
After Trump took office, a cut in trade deficit 
once again became an important policy 
goal. Measures like tax cuts in the economy, 
infrastructure construction, re-negotiation of 
the North American Free Trade Agreement 
(NAFTA), trade protectionism, etc. are all for 
the purpose of cutting trade deficits. Trump 
also clearly hoped that China could cut down 
US$100 billion trade surplus with the US 
in the short term and cut down the US$200 
billion trade surplus by 2020. As a market 
economy advocate, the United States requires 
China to use non-market economic measures, 
which are against economic laws, to reduce 
US's trade deficits. Of course, the trade 
deficit issue is not the core issue in China-
US economic relations, because it is closely 
correlated with the economic structure, the 
social model, especially the requirements 
of dollar hegemony of the United States 
itself. Even if the trade deficits with China is 
forcibly reduced, the US trade deficits will 
still appear on the balance of payments with 
other trading partners on the same or even 
larger scale. However, by provoking trade 
disputes, national leaders and ruling elites 
would easily become the "heroes", the image 
of which could win the support of the people 
for their various policy claims to block China, 
so that leaders and their teams could occupy 
a favorable position in the domestic political 
cycle.

3. Adjustment of US Policy towards China
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During the Obama administration, the main 
goal of the US is to "return to the Asia-
Pacific", and its target was China. In the 
area of trade, the nature of high standard 
negotiations of Trans-Pacific Partnership 
Agreement (TPP) led by President Obama 
demonstrated his intention of deliberately 
e x c l u d i n g  C h i n a .  A f t e r  t h e  Tr u m p 
administration took office, the US policy 
towards China became clearer. In its National 
Security Strategy Report, China and Russia 
are clearly listed as their competitors.

The United States must suppress and block 
China in terms of technology, so as to 
consolidate its monopoly or competitive 
advantage in this aspect. Since China's reform 
and opening up, especially in the last decade, 
Chinese companies have continuously 
improved their positions in the global value 
chain. In the technical field or technology-
intensive industries, China's competitiveness 
has been increased significantly. The so-called 
"mandatory technology transfer", "technology 
theft" and "the destruction of intellectual 
property rights" and other accusations against 
China have been rampant . The “preventive 
attack” to China's development or capacity 
building of high-tech industries reflects the 
anxiety and reluctance of some people in the 
United States to see China's surpassing of 
their leadership technological areas. At the 
same time, the United States is also working 
hard to allow other countries, especially their 
allies, to work together to limit technical 
exchanges and technical cooperation with 
China. The China's Technology Transfer 
Strategy issued by the US Department of 
Defense clearly states that it is necessary to 
establish an information sharing mechanism 
with allies, reviewing foreign technology 
investment, and jointly limiting technology 
transfer to China.

At the same time, the United States hopes 

to reshape and constrain China by reshaping 
the international system. The US elites have 
reached a consensus that China has "smartly" 
used the existing World Trade Organization 
(WTO)-based multilateral economic and trade 
framework to take a free ride of the United 
States. At the end of May 2018, the trade 
ministers of the United States, the European 
Union, and Japan discussed during the OECD 
Council of Ministers and proposed a road 
map to promote new industrial subsidies 
and new WTO rules involving state-owned 
enterprises (SOEs). The 2018 G7 Joint 
Communiqué was not established because 
of Trump’s "willfulness", which included 
the requirement to make the WTO be more 
"modernized" and more "fair". Therefore, 
it is not difficult to find that the Trump 
administration's intention is not to return to 
unilateralism or isolationism. Their retreat 
is actually a progress in disguise. It adopts 
a two-pronged approach, through domestic 
laws and stronger policy coordination with 
major allies to realize the overall upgrade and 
expansion of the WTO and other multilateral 
frameworks. They are even intended to 
change the economic and political systems 
that are incompatible with the WTO concept, 
to limit and weaken China's institutional 
sources.

(2) The Future of China-US Relations

In the short term, the United States is 
expected to implement a second round of 
sanctions in September, but the amount 
involved may be less than US$100 billion. 
The above conclusions are based on the 
following judgments: First, the recent 
acceleration of the US economy and the 
high employment rate have given Trump 
the "confidence" for tariff battles. The 
tough attitude towards China has gradually 
become the consensus across all classes of 
the United States, especially the core advisers 
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of the US government. The United States 
can withstand short-term damages to the 
US economy due to tariff sanctions. If the 
United States implements US$100 billion 
in tariff sanctions, it is basically equal to 
China's total imports from the United States. 
The United States may therefore believe that 
China's counter-measures may touch the 
"ceiling" and will continue to challenge the 
Chinese bottom line. The uncertainty of US 
policy has had a major negative impact on 
China. The stock market has suffered a sharp 
setback as a result. The United States may 
continue to use policy fluctuation to cause 
excessive panic in the Chinese economy 
so as to, as its fundamental purpose, hinder 
China's economic development. Therefore, 
the possibility of implementing the second 
round of list by the United States is extremely 
high. Second, it's predicted that at the second 
half of the year the US economic growth 
will enter a slowdown, which might put 
US government under certain pressure. The 
second round of list involves consumer 
goods, which has a direct impact on the 
general public, thus the US policy towards 
China may be subject to the US Congress. 
Therefore the amount involved may be less 
than US$100 billion.

In the long run, the future of China-US 
economic and trade relations may generally 
face the following three situations.

1. The First Situation

This situation is after a period of repeated 
trade fr ict ion between China and the 
United States, China would "transfer" some 
economic interests during trade negotiations 
and the two sides would continue to operate 
under existing WTO-based multilateral 
economic and trade framework.

In this case, China must make the following 
concessions: lower tariffs, and expand 

imports of American products and services 
(this is also to meet the people's needs for 
better life). lower the trade gap between 
China and the United States, further liberalize 
the domestic market, and strictly protect 
the intellectual property rights. Under this 
circumstance, the tariff increase between 
these two countries and the volume of trade 
involved will both be controlled to a certain 
degree. However, in general, the multilateral 
economic and trade systems such as the 
World Trade Organization will be basically 
maintained (or only minor reforms would 
be carried out), and international economic 
relations will largely returned to the state 
before the trade frictions.

However, as far as the current situation is 
concerned, the trade friction between China 
and the United States is getting more tense. 
On August 1, 2018, US President Trump 
proposed to impose tariffs on US$200 billion 
of Chinese products, of which the tax rate 
increased from 10% to 25%. On August 
3, 2018, China proposed a "proportionally 
equivalent" counter-measure, which imposed 
additional tariffs of 5%-25%, i.e. about 
US$60 billion on 5,207 tax items originating 
from the United States. This means that 
the possibility of trade friction escalation 
between China and the United States is high 
in the short term. After the mid-term election, 
if the US groups with impaired interest exert 
greater pressure on the US government, 
China and the United States may ease trade 
frictions through negotiations. Even if it is 
alleviated, the trade relationship between 
China and the United States may still be 
relatively tense in the future. Therefore, the 
first optimistic situation is difficult to achieve.

2. The Second Situation

Under this situation, China and the United 
States would fail to reach a consensus 
on trade, and fail to successfully upgrade 
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and expand the WTO framework in the 
international political and economic arena. 
Under this circumstance, the "number of 
items" between China and the United States 
that could be imposed with additional tariffs 
on each other's imports would be exhausted. 
According to Paul R. Krugman's analysis, 
if both countries abandon the existing 
multilateral rules and set optimal tariff levels 
unilaterally, the equilibrium tariff rate may 
eventually reach 30-60%.

If China-US trade frictions continue to 
escalate, they can only expand to the aspect 
of investment, and the trade frictions would 
turn to China-US trade and investment wars. 
Both sides would impose restrictions on 
investment areas, set investment barriers 
and increase investment costs. In addition, 
the United States would resort to investment 
assessment to limit Chinese investment 
as usual. The reform of the Committee on 
Foreign Investment of the United States 
(CFIUS) being promoted by the US is to 
strengthen “national security” and increase 
attention to foreign acquirers.  I t  also 
focuses on reviewing countries that support 
global terrorism, as well as “countries of 
observation” such as China and Russia. 
However, the chance of China-US trade 
frictions escalating to the financial industry is 
small, that is, there will be no comprehensive 
economic war between China and the United 
States in the fields of trade, investment and 
finance. Because both sides are unable to 
bear the repercussions of a comprehensive 
economic war.

In this case, WTO still plays an important 
role in supporting the international trading 
system, but  i t  has no way to prevent 
violations by major individual economies.

3. The Third Situation

The third case is that the "modern" version 

of the WTO multilateral system that cannot 
be achieved among China and the United 
States, Europe and Japan. The United States 
may restart the Trans-Pacific Partnership 
Agreement (TPP) and the Transatlantic 
Trade and Investment Partnership Agreement 
(TTIP) negotiations and eventually reach 
an agreement, or allow some existing 
mechanisms to  assume the  ro le  of  a 
multilateral economic and trade mechanism.

The "core appeals" here mainly include 
strict restrictions on party- and government-
led development models,  state-owned 
enterprise governance, technical cooperation, 
and identities of developing countries. It is 
clearly a negative sum game that China and 
the United States part ways or developed 
economies and their close partners exclude 
China from their trade and financial systems. 
As for the loss of both sides, it depends 
on who is more vulnerable. Under this 
circumstance, another possible outcome is 
that the WTO-centered multilateral system is 
either marginalized or remains just a nominal 
multilateral system.

For China-US trade frictions, the main 
inspiration in history is the US-Japan trade 
friction incident and the US tariff surge 
during the Great Depression. During the 
Great Depression of the 1930s, US trade 
protection stemmed only from the adjustment 
of its own trade policies, and did not involve 
bilateral relations between the United States 
and other countries. Therefore, it offers little 
reference to this situation. From a technical 
point of view, during the Great Depression, 
the United States only made trade less open. 
The trade friction between the United States 
and Japan is significantly different from 
today's China-US trade friction. First, the US-
Japan relationship is different from China-US 
relationship. The United States has always 
regarded Japan as an ally, and restricting 
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Japan’s exports to the United States is only 
for its own economic interests. The current 
China-US relationship is obviously more 
complicated. Second, Japan did not take firm 
counter-measures other than considering 
more about US-Japan relationship, while 
China carried out resolute counter-measures. 
Third, Japan’s level of development was 
significantly higher than that of China today. 
The reference value of trade frictions between 
Japan and the United States is mainly 
reflected in the restrictions imposed on Japan 
at that time and the impact on Japan.

China’s general principle, be it from ordinary 
people or the Chinese government, basically 
forms a consensus on further expanding 
and accelerating trade openness. The basic 
policies of China’s opening up will not 
change because of US's trade protectionism. 
A series of new reform and opening up 
measures were launched in the areas of 
financial markets, state-owned enterprise 
reform, intellectual property protection, 
regional trade arrangements, and free trade 
port construction.



32      The 46th RDCY Research Paper

Shared Prosperity Still in Reach: A Comprehensive 
Report on Sino-US Economic and Trade Relations

IV. Recommendations for Policy about the 
Development of China-US Economic and Trade 

Relations

(1) Expansion of Import from the US

Under the premise of a good match of supply 
and demand, where China has a huge market 
and the United States has advantageous 
industries, it's a win-win choice for China 
to expand imports and promote cooperation. 
In order to expand imports, China has 
lowered import tariffs on various products 
and eliminated import tariffs on 28 kinds of 
drugs. So far, China has achieved zero tariffs 
on more than 8,000 imported products. In 
addition, China has established a number of 
free trade zones to accelerate the trade and 
investment facilitation and create favorable 
conditions for expanding imports. China 
will also host the China International Import 
Expo, which is a major policy manifesto 
of China to open its market and expand 
imports. On May 19, 2018, China and the 
United States issued a joint statement on 
bilateral economic and trade consultations 
in Washington, which pointed out that China 
will significantly increase exports of US 
agricultural products, energy, manufacturing 
products, and services.

On July 2, 2018, the Ministry of Commerce 
and other departments jointly issued the 
Opinions on Expanding Imports to Promote 
Balanced Development of Foreign Trade, 
which clearly stated policies to expand 
imports through four aspects ① .  First, 
optimize the import structure to promote the 

upgrading of production and consumption, 
support the import of products related to 
people's livelihood, adapt to the needs of 
consumption upgrading and supply quality 
improvement,  and support  the import 
of daily consumer goods, medicine and 
rehabilitation, and old-age care equipment 
that are closely related to people's lives. 
Implement measures to reduce the import tax 
rate of some commodities, cut intermediate 
links, clean up unreasonable price rise, and 
effectively improve people's living standards. 
Improve the duty-free shop policy and 
expand the import of duty-free products. 
Vigorously develop new service trade and 
promote the import of productive services 
such as architectural design, trade logistics, 
consulting services, R&D and design, energy 
conservation, environmental protection, and 
environmental services. Increase the import 
of technical equipment that contributes to 
the transformation and development, and 
increase the import of agricultural and 
resource products. Second, optimize the 
international market layout, strengthen the 
international cooperation under "The Belt 
and Road" initiative, give full play to the 
role of multi-bilateral economic and trade 
cooperation mechanism, and regard the 
relevant countries along "The Belt and Road" 
as the key source of import. Accelerate 
the implementation of the free trade zone 
strategy, actively promote negotiations of 
the free trade zones with relevant countries 

①  Opinions on Expanding Imports to Promote the Balanced Development of Foreign Trade

http://www.gov.cn/zhengce/content/2018-07/09/content_5304986.htm
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and regions, and accelerate the construction 
of a network of high-standard free trade 
zones that is based on the surrounding areas, 
influences “The Belt and Road” initiative and 
is global-oriented. Implement preferential 
arrangements for imports of goods and 
services from the least developed countries. 
Third, actively play the role of multi-channel 
promotion. Hold China International Import 
Expos. Continue to play a role of foreign 
investment in expanding imports, improve 
the administrative system for foreign 
investment, and optimize the domestic 
investment environment. Promote effective 
interaction between foreign trade and foreign 
investment, accelerate the signing of high-
level investment agreements, and improve 
the level of foreign investment facilitation. 
Innovate the import trade mode, speed up 
the replication and promotion of mature 
experience in the cross-border e-commerce 
comprehensive pilot zone, and accelerate 
the pilot of parallel import of automobiles. 
Fourth, improve the conditions for trade 
liberalization and facilitation. Vigorously 
cultivate the platform for import promotion, 
and cultivate a number of demonstration areas 
for the promotion of import trade. Optimize 
the import customs clearance process and 
improve the level of import trade facilitation. 
Reduce the institutional costs of import links 
and clear unreasonable charges for import 
links. Accelerate the improvement of the 
domestic business environment, strengthen 
the construction of foreign trade credit system 
and intellectual property protection, promote 
the construction of the traceability system 
for imported consumer goods based on the 
defect import consumer recall system, crack 
down on counterfeit and shoddy goods, and 
standardize and improve the domestic market 
order.

However, since 2001, the US export control 
of high-tech products to China has not 

been relaxed, but gets even more and more 
intense. On August 1, the US Department of 
Commerce issued an proclamation to include 
44 Chinese entities in the export control 
“entity list”, which includes a number of 
electronic and aerospace research institutions. 
High-tech export controls are also an 
important source of trade deficits between 
China and the United States. The US research 
institute report shows that if the US export 
relaxes export control to China, the trade 
deficits with China can be reduced by about 
35%.

In view of the current difficulties in the 
China-US trade model, China and the 
United States still have room for further 
cooperation to seek greater development. 
China should, first, implement relevant 
import expansion measures. Starting from the 
national conditions, China ought to formulate 
pol ic ies  to  expand imports ,  promote 
China's agricultural structure and energy 
structure reform; promote the integration 
and development of manufacturing and 
service  industr ies ,  develop high-end 
productive service outsourcing, foster 
integrated service providers, and integrate 
more deeply and widely into the global 
value chain. Second, China should improve 
its independent research and development 
capabilities, enhance scientific research 
and innovation, support the development of 
high-tech industries, train high-tech talents, 
and promote the integration of production, 
education and research, so as to minimize 
the adverse effects of US export controls on 
China. Third, urge the US to liberalize export 
controls. It is necessary to actively carry 
out communication and exchanges between 
these two countries, and make full use of 
relevant dialogue mechanisms and platforms 
to enhance strategic mutual trust. Fourth, 
strengthen exchanges and cooperation with 
US companies, and exert pressure on the 
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government through US companies and non-
governmental organizations to achieve the 
loosening export control to China. For the 
United States, the US should thoroughly 
study the negative impact on China's high-
tech export controls, and re-define the list 
of high-tech exports to China that have no 
serious impact on US national security, and 
promote the trade of high-tech products 
between China and the United States. 
China should also develop its own high-
tech product industry according to market 
demand, and regularly update and adjust the 
list of products subject to the control of high-
tech exports to China with the US (Hao Jie, 
2016).

(2) Strengthen Cooperation in 
Infrastructure 

In recent years, the United States has had 
a great demand in the infrastructure sector. 
According to estimates by the American 
Society of Civil Engineers, the United States 
needs a total investment of US$ 4.59 trillion 
in infrastructure by 2025, and the funding gap 
is as high as US$2 trillion ① . President Trump 
proposed a US$1 trillion "US Infrastructure 
Pr io r i ty"  p rogram for  s t reng then ing 
infrastructure investments in transportation 
networks, clean water, energy, power grids, 
telecommunications, and national security.

China has outstanding ability to build 
infrastructure in domestic and overseas 
sectors, and high-speed economic growth has 
help China accumulate capital advantages. 
China’s investment in infrastructure has 
reached US$ 11 trillion in the last decade. In 
addition, China’s investment in the United 
States exceeded US's investment in China 

in 2015, and China has invested more than 
US$100 billion in the United States in total. 
Chinese companies such as Fuyao Glass 
have also made great contributions to the 
development of the local economy in the 
United States, which is also an areas that 
Trump has been worried most but suffers a 
lot during attracting greenfield investment 
due to deindustrialization. Since the 1990s, 
Fuyao America had offices and warehousing 
centers established in Alabama and South 
Carolina, and nearly 4 million US jobs have 
been created at production sites in Michigan 
and Ohio in recent years, with US$1 billion 
investment in the US ② .

According to the 2017 ranking of ENR 
(American Engineering News Record) , 
China Communications Construction Group 
Co., Ltd. was selected as the world's third 
largest international contractor. In addition, 
the Ministry of Commerce of China released 
an important data: In 2017, China's foreign 
contracted engineering business completed a 
turnover of 1,138.29 billion yuan, a year-on-
year increase of 7.5%.

China's infrastructure development is strong 
and experienced, with advantages in capital, 
technology, construction, and operation. The 
demand for infrastructure construction in 
the United States is very large. Therefore, 
the two are highly complementary in 
infrastructure construction. However, due 
to the opacity of the US investment review 
system and the adverse effects of the political 
environment, it is often to be reviewed by 
the Foreign Investment Review Board and 
other relevant review mechanisms when 
involving the investment in infrastructure that 

① Investmentof2017InfrastructureReportCard,AmericanSocietyofCivilEngineers http://www.infrastructurereportcard.org/solutions/
investment/

② CCG Report Sino-US Cooperation Prospects and Project List in Infrastructure Fields http://www.ccg.org.cn/Research/View.aspx?Id=6289
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is related to national security issues. Second, 
China's participation in US infrastructure 
construction may be subject to procurement 
regulations, as China has not yet joined 
the  WTO's  Government  Procurement 
A g r e e m e n t  ( G PA ) .  T h i r d ,  C h i n e s e 
companies lack international operational 
capabilities. The intricate foreign monitoring 
environment, and the lack of experience 
in cost estimation and labor management 
have all hindered China's participation in 
US infrastructure construction. Fourth, 
the Trump administration pointed out that 
the infrastructure construction will follow 
the principle of "buying American goods 
and hiring Americans" while proposing a 
one-billion infrastructure plan. This has 
had an impact on the traditional overseas 
infrastructure model of China,  which 
usually involves the general output of 
capital, technology and labor. At the same 
time, local US companies will receive 
preferential treatment, which is not conducive 
to promoting China's investment in US 
infrastructure.

A l t h o u g h  t h e r e  a r e  c h a l l e n g e s  i n 
infrastructure construction cooperation, it 
is of great significance to strengthen China-
US infrastructure cooperation in the face of 
major opportunities in the US infrastructure 
sector.

Firs t ,  China should give ful l  play to 
government as a promoter to strengthen 
coordination with the US government, and 
facilitate signing the agreement documents 
related to the infrastructure investment with 
the United States, laying the foundation 
for infrastructure cooperation. Second, 
we should fully understand the review 
procedures for investment in the United 
States, and understand more thoroughly 
the US market environment to avoid policy 
barriers and blind investment, improving 

international operational capabilities. Third, 
Chinese companies should raise China 
engineering technical standards and diversify 
cooperation with private capitals from the 
United States and other countries to improve 
the abilities to localize operation. Fourth, 
taking "The Belt and Road" initiative as an 
opportunity, welcome the US to join the 
AIIB and "The Belt and Road" initiative to 
promote cooperation between the two sides 
in the field of infrastructure construction in 
third countries. The Trump administration 
has a positive attitude towards "The Belt and 
Road" infrastructure cooperation between 
China and the United States. As one of the 
achievements of the Early Harvest of 100-
Day Action Plan for China-US Economic 
Cooperation, the US government sent a 
delegation to participate in "The Belt and 
Road" international cooperation summit, 
where the US representative expressed its 
willingness to take their experience in global 
infrastructure development to participate 
in "The Belt and Road" related projects. 
Fifth, the "US priority" principle proposed 
by the Trump administration has impacted 
China's traditional overseas infrastructure 
model and placed Chinese companies in 
a disadvantageous position. The Chinese 
government should strengthen negotiations 
with the US on actual infrastructure projects 
to protect Chinese companies and keep them 
in reasonable competitive positions.

(3) Expanding the Opening of the Two-way 
Market

China’s attitude towards openness is clear 
and firm. In order to implement the relevant 
arrangements for the 19th National Congress 
of the Communist Party of China to further 
expand opening up, China decided to relax 
the investment ratio limit of direct or indirect 
investment in securities, fund management 
and investment in futures companies by 
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single or multiple foreign investors to 
51%. After three years' implementation 
of the above measures, the investment 
ratio will not be restricted; the restrictions 
of shareholding (single foreign investor 
holding no more than 20%, and all foreign 
investors collectively holding no more 
than 25%) of Chinese-funded banks will 
be eliminated, and the shareholding rules 
in banking sector will treat domestic and 
foreign investors on equal footings. In 
three years, the ratio restriction on foreign 
investment in life insurance companies that 
are established with investment from single 
or multiple foreign investors will be relaxed 
to 51%, and the investment ratio will not 
be restricted after five years. China will 
gradually and appropriately reduce the tariffs 
on automobiles, and carry out pilot work on 
the ratio of foreign shares of special vehicles 
and new energy vehicles within the scope of 
the Pilot Free Trade Zone before June 2018. 
The same value-added tax policy will be 
implemented for the DDGS in the import and 
domestic sectors, and the import value-added 
tax will be exempted.

During the 2018 Boao Forum for Asia 
Annual Conference, China proposed a 
package of measures to expand opening 
up. This includes substantially relaxing 
market access; completing negative list 
revisions, comprehensively implementing 
pre-establ ishment  nat ional  t reatment 
plus negative list management systems; 
and reducing import tariffs on certain 
products. On June 28, 2018, China released 
2018 negative list of foreign investment 
access. The first is to promote openness 
in all aspects, including a total of 22 open 
measures involving finance, transportation, 
trade circulation, professional services, 
manufacturing, infrastructure, energy, 
resources, agriculture and other fields. The 
second is to substantially trim the negative 

list, from the 63 special administrative 
measures of the 2017 version to current 
48 items, further narrowing the scope of 
foreign investment approval. In addition, 
an overall arrangement has been made for 
some areas, which outlines the timetable 
for the opening up of the automobile and 
financial sectors, gradually increasing the 
opening up, giving the relevant industries 
a certain transition period, and enhancing 
the predictability of opening up. On the 
29th, China introduced new regulations for 
foreign enterprise recording management, 
which reduced the cost of foreign companies 
starting businesses in China. On the 30th, 
the negative list of foreign investment 
access of the Pilot Free Trade Zone of 2018 
was released, which was more trimmed by 
half compared with that in 2017, and the 
restrictions on joint ventures and cooperation 
of oil and gas exploration were cancelled. 
The ban on foreign investment in smelting 
processing of radioactive mineral and nuclear 
fuel production was cancelled; foreign 
shares proportion restrictions on breeding 
and seed production of wheat, corns were 
increased from 49% to no more than 66%; 
the pilot open measures of Shanghai Free 
Trade Zone was introduced to all free trade 
zones. On July 1, the import tariffs on a large 
number of goods such as automobile and 
parts, cosmetics and aquatic products were 
greatly reduced. Among them, the average 
MFN tariff rate for consumer goods fell from 
15.7% to 6.9%, with an average reduction 
of 55.9%; the import tariff for automobiles 
was adjusted from 25% to 10%. China has 
adopted a series of measures to expand its 
openness and will continue to pursue a higher 
level of opening up and promote common 
development of the globe.

China encourages two-way open market and 
equal competition. It will gradually expand 
market access, further optimize the business 
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environment, and effectively protect the 
intellectual property rights of enterprises 
including those of the foreign capital. 
Improve the competitiveness of the Chinese 
economy and promote the further opening of 
the Chinese market.

Opening up should be equal and transparent. 
However, while China actively expanded 
its opening up, the US's control of high-
tech exports to China and CFIUS censorship 
system led to the unequal opening up 
of the markets in China and US and the 
multiple and frequent obstacles for Chinese 
investment in the United States. In addition, 
the Chinese market is not open enough. 
Taking the financial sector as an example, the 
openness of the financial sector is seriously 
mismatched with China's power as a nation 
and its international influence. As the world's 
second largest economy and the largest 
exporter, the international ranking of the 
financial industry's openness is not only far 
behind the major developed economies, but 
has even been surpassed by many developing 
countr ies  in  recent  years .  Even with 
horizontal comparisons between different 
sectors, the financial sector is also relatively 
less open. Generally speaking, the market 
share of foreign financial institutions in China 
is not high. Even the bond market, which 
is considered with the highest openness, its 
breadth and depth of openness is still far from 
enough.

In order to promote two-way opening, first 
of all, China should negotiate with the US, 
and call on the United States to effectively 
relax the control of high-tech and high-value-
added products export to China, fulfill the 
15th obligation of China's WTO accession 
agreement, and fairly treat Chinese companies 
investing in the United States and promote 
Chinese companies independently applying 
for relevant financial business license in 

the United States and use trade remedy 
measures with greater caution. Secondly, 
China should earnestly enhance market 
opening and combine its own reform goals to 
deliver domestic reforms through opening up, 
continuously improve the country's macro-
control capacity in such process, and improve 
the modernization of the national governance 
system and governance capacity through 
institutional system.

Two-way openness is the key to solving trade 
imbalances. However, the two countries have 
different levels of economic development 
and different regulatory methods. Therefore, 
the two sides should enhance mutual 
strategic trust and expand two-way opening 
in the spirit of mutual respect and seeking 
common ground while reserving differences. 
Both sides need to establish fair and open 
investment policies by eliminating investment 
barriers and discriminatory investment 
policies. Both parties should work together 
to improve the investment environment, 
intellectual property protection, national 
security review, and improve the transparency 
of rules to achieve better two-way openness.

(4) Bilateral Investment Agreement 
Negotiations

Since the start of negotiations in 2008, the 
two sides have held more than 30 rounds of 
negotiations so far and have made significant 
progress. China has made great efforts to 
promote negotiations. In the fifth round of the 
China-US Strategic and Economic Dialogue 
in 2013, China announced its agreement on 
the "pre-establishment national treatment and 
negative list" model with the United States, 
and the negotiation entered a substantive 
stage. Regrettably, due to the US general 
election, the China-US BIT negotiations were 
temporarily put on hold.

US Treasury Secretary Steven Munuchin said 
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that the Trump administration plans to restart 
China-US Bilateral Investment Treaty (BIT) 
negotiations, which will allow US companies 
to enter a larger Chinese market, but only if 
Washington makes progress on other trade 
issues, such as the beef exports, and China's 
regulations on biotechnology imports and 
energy products. On June 20, 2017, US beef 
was approved to enter the Chinese market, 
which means that China has taken the first 
step to restart the China-US BIT negotiations.

China has made tremendous efforts to 
promote the China-US BIT negotiations. 
During the negotiations, the US required 
China to provide a brief and practical 
negative list, which triggered an impact 
on the positive list system that China has 
been using. China has been working hard 
to shorten the negative list, for example, 
speeding up the construction of the free 
trade zone and implementing a negative list 
management system; improving relevant 
domestic laws and regulations, cutting items 
of the negative lists, thereby reducing foreign 
investment restrictions and relaxing the 
control on foreign investment in China.

China and the United States have reached 
consensus on some terms. However, due to 
the varied levels of economic development 
between China and the United States, 
there still exist differences in terms of 
negative lists, environmental standards, 
investment and investor definition, state-
owned enterprises, foreign exchange transfer, 
financial services, performance requirements, 
transparency of laws and regulations, and 
dispute resolution mechanisms. First, the 
United States only lists three categories, i.e. 
key infrastructure, important technologies, 
and national security in the negative list, but 

does not elaborate on their specific definition 
in detail; which leads to the situation where 
and at any stage of Chinese investment 
and operation, the US authorities has the 
right to suspend the project, while all the 
cost already incurred will the responsibility 
of the investor. This would make Chinese 
companies encounter greater uncertainties 
in the US, and the corresponding legitimate 
rights may also suffer losses. Second, the 
national security review conducted by the 
CFIUS on mergers and acquisitions by 
foreign capital constitutes serious obstacle to 
Chinese companies' investment in the United 
States. Since the establishment of the CFIUS 
in 1975, the US President has only vetoed 
three cases of mergers and acquisitions, all 
from Chinese investors. In recent years, the 
amount of M&A investment projects by 
Chinese companies that have been blocked 
by security review has exceeded US$50 
billion ① . The US security review system 
is not transparent or open. Coupled with 
political factors and commercial interests, 
China’s investment in the United States faces 
enormous uncertainties, and the interests of 
Chinese investors are hard to be guaranteed.

The best outcome for the China-US BIT 
negotiations is a win-win situation. For 
the Chinese side, China should examine 
the China-US BIT negotiations from the 
perspective of global political and economic 
layout and China-US political and economic 
relations, fully understand the battles of 
interest groups behind the negotiations, 
and adhere to the general idea of “boosting 
reforms with openness”; China should also 
balances the conflicts of interests of various 
departments on the basis of reform of the 
foreign investment management system 
(Liang Yong et al, 2014).

①  Entangled Sino-US Economic and Trade Relations: Deconstruction and Solutions to Major Contradictions in Sino-US Economic and 
Trade Fields http://news.china.com.cn/world/2018-03/23/content_50741078_0.htm
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For the United States, China should urge t it 
to elaborate on the definition of the negative 
list in detail and conduct friendly negotiations 
and consultations on controversial clauses. 
Second, because CFIUS's national security 
review system has greatly hindered Chinese 
companies from investing in the United 
States, China should urge the US government 
to strengthen the supervision of CFIUS, 
make the security review system more 
transparent and open, and prevent legitimate 
“security censorship systems” from being 
abused, so as to reduce the interference of 
political factors and commercial interests 
on China's investment in the United States 
and to provide a more fair, more open and 
transparent market environment for Chinese 
investors.

(5) China-US Sci-Tech Cooperation

At present, China and the United States have 
launched thousands of sci-tech cooperation 
projects, which have played a positive role 
in the steady development of China-US 
relationship. Sino-US sci-tech cooperation is 
mainly carried out from three levels, namely, 
the inter-governmental cooperation, the 
inter-enterprise cooperation and academic 
exchanges.  Firs t ,  in ter-governmental 
cooperation. The China-US Science and 
Technology Cooperation Agreement is one of 
the earliest cooperation agreements between 
the two countries, under which nearly 50 
inter-departmental agreements have been 
signed, supporting thousands of cooperation 
projects between the ministries and agencies 
of the two countries. In 2016, the two 
countries renewed the U.S.-China Agreement 
on Cooperation in Science and Technology. 
Under this framework, China and the United 
States carried out pragmatic and effective 
scientific and technological innovation 
cooperation through the inter-governmental 
coopera t ion  mechan i sm such  a s  the 

Science and Technology Cooperation Joint 
Committee and the Innovation Dialogue, 
facilitating deeper cooperation in key areas 
such as health, environment and energy. 
Thanks to the efforts of the two governments, 
China-US sci-tech cooperation has given 
rise to a number of cooperative projects with 
international advanced achievement bringing 
positive and stable bilateral relations for 
the two countries. Second, inter-enterprise 
cooperation. The inter-enterprise cooperation 
has become the theme of China-US sci-tech 
cooperation. Setting up research centers with 
each other is an important manifestation 
of such cooperation between enterprises. 
More than 300 of the top 500 US companies 
have entered China, and about half of the 
top 40 R&D institutions in China are US 
companies. In recent years, many Chinese 
companies have also set up R&D institutions 
in the United States under the "go global" 
policy. In addition, in the 2015 US-China 
Internet Forum, Microsoft and the China 
Electronics Technology Group, a state-
owned enterprise, reached a cooperation 
agreement to jointly provide localized 
Windows10 operating system, specially 
designed for Chinese government clients and 
corporate professional users. At the same 
time, Microsoft has signed contracts with 
companies such as Baidu and Unis to form 
joint ventures to provide Windows Azure, 
Office365 cloud services and customized 
cloud computing services based on Microsoft 
technologies. The sci-tech cooperation 
between Chinese and American enterprises 
has further enriched the form of scientific 
and technological exchanges and promoted 
the continuous development of China-US 
cooperation in science and technology. Third, 
academic exchanges. The China-US Youth 
Science and Technology Forum has been 
successfully held for two sessions. The forum 
aims to further promote scientific exchanges 
between Chinese and American youth and lay 



40      The 46th RDCY Research Paper

Shared Prosperity Still in Reach: A Comprehensive 
Report on Sino-US Economic and Trade Relations

the foundation for a long-term cooperation 
between the two countries. The China-
US scientific and technological personnel 
exchange program started in 2004, mainly 
to arrange outstanding US graduate students 
to do work and research with Chinese 
researchers in Chinese universities, research 
institutes and laboratories. In addition, 
scientific research exchange programs, such 
as the Visiting Program of Chinese Young 
Scientists to the United States, will create a 
solid foundation of talents for China-US sci-
tech cooperation, thereby better promoting 
bilateral cooperation and development.

The first round of China-US social and 
humanistic dialogue was held in Washington 
on September 28, 2017. In this dialogue, 
the two sides jointly made promises to 
carry out the following cooperation: (1) 
Strengthen China-US joint scientific research 
and promote the construction of joint 
scientific and technological research centers 
between the two countries. (2) Exploring 
new ways of  science and technology 
innovation cooperation between ministries 
and provinces. (3) Promote exchanges 
and cooperation between Chinese and 
American sci-tech personnel. (4) Carry out 
policy exchanges and dialogues between 
the scientific and technological authorities 
of  the  two count r ies .  (5)  Encourage 
enterprises of the two countries to carry out 
exchanges and cooperation in innovation and 
entrepreneurship. (6) Promote cooperation 
between science and technology brain 
tanks of the two countries and promote the 
communications in science and technology 
policies.

In order to protect technology investment 
of the two countries, China's intellectual 
property protection has been continuously 
strengthened, and a relatively comprehensive 
legal system for intellectual property 
protection has been established. China has 
been actively cooperating with the United 
States on intellectual property protection. 
However, the US still accused China of 
serious violations in the process of sci-tech 
cooperation, and of insufficient protection 
of intellectual property rights. China's 
intellectual property protection started 
late, with weak awareness and lack of 

management capabilities and experience.

In addition, the US control on high-tech 
products exports to China has never been 
relaxed. China's mergers and acquisitions of 
US companies are also subject to frequent 
scrutiny. In the value division of high-tech 
products, the United States, with strong 
technical and technological strength, has 
been in the middle of the value chain; 
while China, with low factor cost, strong 
manufacturing strength and huge market, is 
at both ends of the value chain. China and 
the United States have highly complementary 
to each other with great potential for 
cooperation. The policy of imposes strict 
export control on high-tech products, and 
sector with comparative advantages of the 
United States, is a blatant violation of the 
market rules. US President Trump issued a 
statement supporting US Treasury Secretary 
Steven Munuchin's prudent approach to 
restrict China's investment to US technology 
companies, and stated that strengthening 
M&A security review can protect US from 
sensitive technology outflows.

In order to promote China-US sci-tech 
cooperation and create new great power 
relations, first, we should establish a stable 
China-US scientific and technological 
partnership and establish a government-led 
cooperation mechanism. Extensively carry 
out non-governmental exchange between 
China and the United States. Pay attention 
to the role of international organizations and 
non-governmental organizations in carrying 
out scientific and technological exchange, 
and promote the exchange of academy and 
culture to create a talent base for sci-tech 
cooperation. Second, improve the relevant 
intellectual property legal system, strengthen 
the intellectual property awareness of relevant 
personnel involving in sci-tech cooperation, 
and enhance the US's confidence in China's 
protection of intellectual property rights. 
Third, actively urge the US to liberalize 
the control on high-tech products exports 
to China, comply with the value division 
and market situations, and give play to the 
advantages of both sides, so as to achieve the 
trade balance and maintain the stability of 
China-US relationship.
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Since China’s accession to the WTO in 2001, 
especially since the 2008 financial crisis, 
China-US trade has maintained a rapid and 
good development momentum. The total 
volume of import and export trade has been 
on the rise and the commodity structure has 
been constantly optimized.

China's exports to the United States are in 
line with its comparative advantages, and 
compared with other economies, there is no 
excessive export. The US exports to China 
are not in line with the US economy and trade 
volume. One of the main reasons is that the 
United States has imposed many restrictions 
on exports to China, which is more prominent 
in high-tech products where China has great 
demands. China's exports of services to the 
United States have been growing slowly, but 
US exports of services to China have been 
expanding continuously, with trade surplus 
in services increasing substantially. Sino-
US bilateral trade has been more dependent 
on each other, with value chain being highly 
correlated, and the United States is still in the 
upstream of China. The trade imbalance in 
bilateral industries is constantly being shifted 
to equality. US investment in China has 
remained stable, but US's review of Chinese 
companies has become increasingly stringent, 
leading to China's sharp slump of current 
investment in the United States.

(1) Analysis on the Status Quo of China-
US Trade in Goods

1. The Overall Situation of China-US 
Import and Export Trade

In 2017, the bilateral trade volume between 
the  Uni ted  S ta tes  and  China  to ta led 
US$635.97 billion, an increase of more than 
10.0% over the previous year (as shown in 
Figure 2 below). Among them, the United 
States exported the goods of US$ 130.37 
billion to China, the highest in the history of 
the US, accounting for 8.4% of the total US 
exports, an increase of 0.5 percentage points 
over the previous year. In the last decade, the 
exports of the United States to China have 
risen by 86%, while the export growth rate 
to the rest of the world is only 21%. Exports 
to China have created 1 million jobs for the 
United States, with obvious export rise in 
49 states, among which 17 states achieved 
a three-digit increase in export volume. In 
2017, China was the largest commodity 
export market of five US states and one of 
the top five export markets of commodities of 
46 states. Although US exports to China have 
grown significantly, they are not ranked high 
compared with other countries. As for China's 
largest import markets, the United States 
ranks fifth, following the European Union, 
South Korea, Japan and Taiwan.

From the perspective of imports, the United 
States imported US$505.60 billion from 
China in 2017, a year-on-year increase by 
9.3% , accounting for 21.6% of total US 
imports (as shown in Figure 3 below), up 
by 0.4 percentage points. China is still the 
largest importer of US goods, followed by 
Mexico, Canada, and Japan (as shown in 
Figure 4 below).

Attachment: Analysis on the Status Quo of China-US 
Economy and Trade
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Figure 2 Total Trade Volume in Goods between China and the United States in 2008-2017 (unit: US$ 100 
million)
Source: China's General Administration of Customs

Figure 3 China's Share of Import and Export of US Goods during 2008-2017
Data Source: Report for US Imports & Exports and China-US Trade of the Year of 2017

Total Trade Volume in Goods between 
China and the United States

Year-on-year growth rate

Figure 4 Proportion of Major Importing Countries of American Goods in 2017
Data Source: The U.S. Bureau of Economic Analysis
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2. Analysis on the Mix of Import and 
Export Commodities of China-US Trade 

From the perspective of the mix of imported 
goods, the United States mainly imports 
mechanical and electrical products from 
China. In 2017, the import value was 
US$256.63 billion, accounting for 50.8% 
of the total US imports from China, with an 
increase of 13.4%. Among them, the import 
volume of electrical machinery and other 
electronic products was US$147 billion, 
with an increase of 14.0%; the import of 
mechanical equipment was US$109.63 
b i l l i on ,  w i th  an  inc rease  o f  12 .5%. 
Furniture&toys, textiles and its raw materials 
as well as base metals and products rank 
second, third and fourth respectively, with 
imports in 2017 registering US$60.58 billion, 
US$38.99 billion and US$25.38 billion, 
respectively, accounting for 12.0%, 7.7% 
and 5.0% respectively of the total imports 
of the US from China, with growth rate 
being 7.9%, -1.2% and 9.2% respectively. 
China's furniture, light industrial products 
of shoes and umbrellas and others as well as 
leather bags account for 60.4%, 58.3% and 
53.3% of the US import market, respectively, 
demonstrating a absolute competit ive 
advantage. China is also the largest source 
of US mechanical and electrical products, 
textiles and raw materials, base metals and 
products, and plastics and rubber.

From the perspective of export commodity 
mix, the United States exports a wide range 
of products to China. In 2017, the main 
export commodities are transportation 
equipment,  mechanical  and electrical 
products, flora products, and chemical 
products, with the value of exports amounting 
to US$29.51 billion, US$25.00 billion, and 
US$14.93 billion and US$11.19 billion, 
respectively, accounting for 22.6%, 19.2%, 
11.5% and 8.6% of the total exports to China, 

and up by 14.8%, 5.3%, -10.7% and 15.9%, 
respectively. Among the transportation 
equipment, the aerospace crafts export was 
US$16.27 billion, increased by 11.6%; the 
export of vehicles and its spare parts was 
US$13.18 billion, increased by 19.4%.

Among them, the total value of China's 
imports  of  US soybeans in 2017 was 
US$13.959 billion, and the US statistics was 
US$12.362 billion, accounting for 9.48%. 
In recent years, the growth rate of China's 
imports of soybeans from the United States 
has slowed down, and negative growth 
even occurred in 2017. China's imports 
of  soybeans from Brazi l  have grown 
significantly and peaked in 2017, reaching 
US$509.287 million, with a year-on-year 
increase of 33.98%. Brazil's soybean exports 
to China are expected to further grow this 
year.

3. Analysis on China-US Trade Balance

In China-US economic and trade exchanges, 
China has maintained a stable trade surplus 
over the United States due to its relatively 
low labor costs. The Chinese trade surplus 
over the United States is US$275.8 billion 
(see Figure 5 for details) in accordance with 
China's statistics. According to data from 
the US Department of Commerce, the US 
trade deficit in 2017 was US$375.23 billion, 
with an increase of 8.1%. The trade deficit 
calculated by the United States shows a 
US$100 billion difference with that by China.

It is undeniable that the US trade deficit 
with China does exist and it is by no means 
a small number. But the formation of the 
trade deficit is caused by many factors. First 
of all, the global value chain system is the 
primary reason for the exaggeration of the 
trade deficit, because the US trade deficit 
with China actually contains some trade 
deficits between the US with Japan and 
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South Korea, etc. According to the trade 
value-added calculation proposed by OECD 
and WTO, the actual US trade deficit with 
China is at least 1/3 smaller than that the US 
announced. Secondly, transit trade is also 
the key to the formation of China-US trade 
deficit. Some of the trade between China 
and the United States is re-exported by third 
parties. In trade statistics, the United States 
has calculated the amount of China's Hong 
Kong transit trade in the China-US trade in 
general terms, but a large proportion of this 
part is actually transit through Hong Kong by 
other countries or regions other than China. 
Thirdly, the differences in trade statistics 
have also partially exaggerated the China-
US trade deficit. When the US conducts trade 
statistics, the export amount is calculated on 

the basis of the FOB price, and the import 
amount is calculated on the basis of the CIF 
price, so that the expenses such as handling, 
transportation and insurance doubled in the 
trade deficit with China. Fourthly, some of 
China's trade surplus over the United States 
is hidden in the trade deficit. In the balance 
of international payments, the purchases of 
goods by Chinese residents during outbound 
travels are also included in the travel as an 
item of the service trade, while the deficit 
under the travel item is precisely the largest 
contributor to the trade deficit with China. 
This means that part of the trade in goods is 
hidden in service trade, and the trade surplus 
between China and the United States is in 
fact overestimated.

Figure 5 2008-2017 China's Trade Surplus with the US (unit: US$ 100 million)
Source: China's General Administration of Customs

China's Trade Surplus with the US 

4. Analysis on China-US Trade Dependence

From the China-US trade dependence, the 
United States' total dependence on China's 
trade is rising. The data in Figure 6 below 
shows that: The US's dependence on China's 
exports and import increased rapidly, with the 
dependence rate reaching 16.6% in 2017, and 
the increase of the import was even faster. 
The rate reached 21.8% in 2017, showcasing 

that the US has a high dependence on China's 
imports. China's total trade dependence on 
the United States experienced a process of 
rising first, then falling and then stabilizing. 
In  2017 ,  i t  r e ached  14 .2%.  Ch ina ' s 
dependence on US's exports is basically 
similar to the total trade, it reached 19% 
in 2017. China's independence on the US's 
imports is declining, only 8.4% in 2017. It is 
obvious from this that China's imports from 
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Figure 6 Changes in China-US Trade Dependence during 1995-2017
Data Source: UNcomtrade

the United States are relatively smaller. In 
addition, the US's dependence on exports to 
China and China's dependence on imports 
from United States are basically the same, but 
the US's dependence on imports from China 
and China's dependence on exports to the 
United States demonstrate a clear "scissors 

difference", namely, the US's dependence on 
imports from China is significantly higher 
than China's dependence on exports to the 
United States, which means that the United 
States is more heavily dependent on imports 
from China.

5. Analysis on China-US Trade Imbalance

This research measures the current situation 
of China-US trade imbalances. The specific 
indicators are as follows:

UIITj stands for the intra-industry trade 
imbalance index of the j industry. j represents 
the jth industry; i represents the sub-sector 
under the j industry, Xij represents the export 
value of the sub-sector to a partner country, 

and Mij is the corresponding import amount. 
The greater the value is, the greater the impact 
of trade within the industry on bilateral trade 
imbalances (balance). From the following 
Figure 7, it can be clearly seen that from 
1995 to 2014, the imbalance of intra-industry 
trade between the two countries has been 
constantly increasing, especially the rise of 
imbalance US intra-industry trade influenced 
by China. After 2014, China’s intra-industry 
trade imbalance with the United States is 
gradually declining, indicating that the intra-
industry trade imbalance between the two 
countries is gradually improving.
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Figure 7 Trends of the Imbalance of Intra-industry Trade between China and the United States during 1995-
2017
Data Source: UNcomtrade

Figure 8 China's Intra-industry Trade Imbalance with the United State in Various Industries in 2017
Data Source: UNcomtrade

In terms of industries, the imbalance of 
intra-industry trade between China and the 
United States has obvious industry-specific 
features, with high concentration on a certain 
industries. Among them, the machinery 
and equipment manufacturing industry 

has the highest imbalance, followed by the 
miscellaneous products industry and the 
textile and garment industry. The imbalance 
of other industries is not high, and some 
industry imbalances are getting improved 
through intra-industry trade.
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Figure 9 The US's Intra-industry Trade Imbalance with China in Various Industries in 2017
Data Source: UNcomtrade

6. Analysis on the Correlation of Value 
Chains of China and the US

This research uses the KWW method to 
calculate the value chain correlation between 
China and the United States during 2000-
2014. It can be clearly seen from Table 5 
below and Figure 10 below that although the 
proportion of US FVA in China's total FVA 
is declining, its proportion still exceeds 18%, 
indicating that the United States still takes a 
big share of China's backward linkage (US is 
in the upstream of China). The proportion of 
China's FVA in the total FVA of the United 
States is increasing year by year, but the 

proportion is still only 8%, indicating that 
China's backward linkage in the United 
States (China is in the upstream of the US) 
is still low. Since China's accession to the 
WTO in 2001, the growth of the value chain 
correlation between China and the United 
States has been relatively stable, and there has 
not been a clear "decoupling" phenomenon, 
but the relative position in the value chain 
between China and the United States has 
changed greatly due to China's upgrading 
of industrial structure and the enhancement 
of its comprehensive trade competitiveness, 
which took China to the upstream of global 
value chains.
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Table 5  Value Chain Correlation between China and the United States during 2000-2014

Year
Proportion of US's FVA in 

China's total FVA
Proportion of China's FVA in 

US's total FVA

2000 25.03% 1.93%
2001 23.79% 2.71%
2002 25.64% 2.82%
2003 25.09% 3.24%
2004 24.70% 3.98%
2005 25.40% 4.04%
2006 23.89% 4.48%
2007 22.19% 4.53%
2008 20.12% 4.78%
2009 20.83% 6.35%
2010 20.04% 6.77%
2011 18.69% 6.83%
2012 19.18% 7.12%
2013 18.18% 7.78%
2014 18.45% 8.05%

Data Source: WIOD, through calculation and consolidation

Figure 10 Changes in FVA Proportion between China and the United States during 2000-2014
Data Source: WIOD, through calculation and consolidation

Proportion of US's FVA in China's total FVA Proportion of China's FVA in US's total FVA

FVA proportion
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(II) Analysis on the Status Quo of China-
US Service Trade

China's exports of services to the United 
States have grown slowly, but US exports of 
services to China have continued to expand, 
and the US trade surplus with China has 
increased year by year (see Figure 11 below). 
The United States is the largest source of 
China's trade deficit, and China's trade deficit 
in services is equal to the US's total trade 
surplus. In 2017, the US trade surplus with 
China accounted for 15.9% of the US's total 
service trade surplus, which was about 12 
percentage points higher than that of 10 years 
before (4% in 2008). In terms of the amount, 
the US's trade surplus with China in 2017 
was nearly eight times that of 2008. The 
deficit under the travel item is precisely the 
largest contributor to the China-US service 
trade deficit. In 2017, the deficit in the travel 
item was US$220.9 billion, accounting for 
84.6% of the total US$261.2 billion service 
trade deficit. At the same time, the United 
States is currently China's largest source 
of technology imports. Nearly one-third 
of China's technology import contracts are 
purchased from the United States. In 2017, 
according to US statistics, China’s purchase 
of intellectual property from the United States 
reached US$8.53 billion, with a year-on-year 
increase of 7.2%. In addition to individual 
years, China's growth in technology imports 
to the United States is also double-digit. 

Since 2008, the service trade exports of the 
US states have achieved a three-digit growth 
rate, with 31 states having a growth rate of 
over 300%. The most significant growth 
in service export trade occurred in smaller 
states, with Indiana, Missouri, Nebraska 
and South Dakota exporting growth rates 
exceeding 400%.

With the rapid development of China's 
emerging industries, there is still room 
for expansion of the intellectual property 
royalties deficit. The US export control 
of high technology to China has actually 
reduced China's service trade deficit with the 
United States. If the US does not implement 
export controls on China, from the current 
account as a whole, China's trade surplus 
with the United States will be much smaller.

These data reflect more of the mutual 
benefit and win-win situation of Sino-US 
trade, not the zero-sum game. In the field 
of service trade, China's large deficit with 
the United States is also in line with the 
current comparative advantages of the two 
countries. From the absolute development to 
the relative development based on the Theory 
of Comparative Advantage, it has been 
proven that trade is better than no trade, and 
the direction of trade is determined by the 
difference between the endowments of both 
parties.
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Figure 11 Import and Export of US-China Service Trade in 2008-2018 (Unit: 10,000 USD)
Data Source: US Bureau of Economic Analysis

Figure 12 Annual US Direct Investments in China (Stock) for 2008-2017
Data Source: US Bureau of Economic Analysis https://www.bea.gov/iTable/index_MNC.cfm
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III. Analysis of the Current Situations of 
Sino-US Bilateral Investment

Sino-US bilateral investment has three 
distinctive features. First, the US investment 
in China has grown more steadily, and there 
has not been a big ups and downs. However, 
China's investment in the United States rose 
sharply in 2015, and there was a significant 
decline in 2017. In 2018, it is expected to 
have a "a cliff-like drop"; second, Sino-US 
bilateral investment is still relatively small 
in terms of relative proportion; third, China's 
FDI scale to the United States is significantly 
smaller than the US FDI to China.

1. Analysis of the Status Quo of US 
Investment in China

During the decade from 2008 to 2017, US 
direct investments in China experienced two 
stages of change: The first stage was the first 
five years from 2008 to 2012, and the US 
direct investment stock in China remained 
at US$ 54 billion. The average level of the 
US dollar was not obvious. The second stage 
was the five years from 2013 to 2017. The 
US direct investments in China had grown 
rapidly to US$108 billion in 2017 from the 
US$60 billion in direct investments in China 
in 2013. (as shown in Figure 12 below).
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From the perspective of relative proportion, 
the proportion of US investments in China 
is relatively low and there has not been a 
significant increase in the past decade. The 
US investments in China account for about 
11% of its investments in the Asia-Pacific 
region, and account for about 1.8% of its 
global investments (see Table 6 below). In the 
past 10 years, only 1% to 2% of US foreign 
direct investment has flowed to China. In 
contrast, South Korea and Japan have about 
20% of their foreign investment directly 
flowed into China. Therefore, in a sense, the 
US investment in China is still low and still 
has great investment potential.

Table 6 The Proportion of US Direct Investments in 
China in Various Regions

Year Proportion in the Asia 
Pacific region (%)

Global 
proportion (%)

In 2008 11.1 1.7
In 2009 10.8 1.5
In 2010 10.3 1.6
In 2011 9.1 1.3
In 2012 8.1 1.2
In 2013 8.5 1.3
In 2014 10.1 1.6
In 2015 10.9 1.7
In 2016 11 1.7
In 2017 11.4 1.8

Data Source: US Bureau of Economic Analysis

The key industries (primary industries) for 
US direct investments in China are chemicals, 
transportation equipment, computers and 
electronic equipment, and machinery in the 
manufacturing industry, the wholesale trade, 
finance (excluding depository institutions) 
and insurance industries. The U.S.direct 
investments in these industries in 2017 
in China exceeded US $5 billion and in 
some industries even exceeded US $10 
billion. The investments in these industries 
like the mining, the catering, primary and 
metal products in manufacturing industries, 
information industry, depository institutions, 
and holding companies (non-bank) have 
exceeded US $ 2 billion, and the investments 
in some industries are close to US $ 5 billion 
(see Table 7 below). These industries are 
important ones for FDI in the United States. 
Through the industry distribution of the 
U.S. direct investments in China in 2017, 
we can conclude that the key industries 
for US FDI are manufacturing (chemicals, 
transportation equipment, computers and 
electronic equipment, machinery is the 
primary industry; catering, primary and metal 
products are Important industries), wholesale 
t rade,  f inance (excluding deposi tory 
institutions) and insurance.
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Table 7 Industry Distribution of US Direct Investments in China in 2017

Industry Amount (in millions of US dollars)
Mining Industry 2725

Manufacturing

Total Manufacturing 54158
Catering 3693
Chemicals 13258
Primary and Metal Products 2405
Machinery 5170
Computer and Electronics 8425
Electrical Equipment, Appli-ances and 
Components

932

Transportation Equipment 12814
Other Manufacturing 7462

Wholesale Trade 13992
Information 2657
Depository Institutions 4457
Finance (excluding Depository Institutions) and Insurance 7501
Professional, Scientific and Technical Services 1613
Holding Company (Non-bank) 3886
Other Industries 16568

Data Source: US Bureau of Economic Analysis

2. Analysis of the Status Quo of China's 
Investments in the United States

After the 2008 world financial crisis, the 
Chinese economy injected a strong impetus 
into the recovery of the world economy. 
The Chinese economy has also participated 
extensively in international economic 
cooperation while maintaining its own 
rapid growth. In terms of investment, with 
China's full implementation of the "Going 
Out" Strategy in 2002, China's investment 
in the United States has shown an increasing 
trend year by year, and can be divided into 
two stages. The first stage was during the 
8 years from 2008 to 2015 when the direct 
investment of China in the United States 
had slowly increased. The stock of direct 
investments of China in the United States 
had increased from US$1.1 billion in 2008 

to US$14.7 billion in 2015. The second stage 
was the surge of China's direct investments in 
the United States from 2015 to 2016. In 2016, 
China's direct investments in the United 
States had increased from US$14.6 billion 
in 2015 to US$40.4 billion, an increase 
of nearly three times. However, in 2017, 
China's stock of direct investment in the 
United States declined (as shown in Figure 
13 below). With the opening of the Sec 301 
Investigation, the United States began to 
increase its investment review to China. In 
the first half of 2018, China's investment in 
the United States showed "a cliff-like drop". 
The acquisitions and greenfield investments 
completed by the Chinese companies in the 
US were only US$1.8 billion, down 92% 
year-on-year, the lowest in 7 years; in the 
first half of 2018, China's investment in the 
United States was negative.
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Figure 13 China's Annual Direct Investments in the U.S. for 2008-2017
Data Source: The U.S. Bureau of Economic Analysis
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From the national comparison, in 2017, 
the United Kingdom, Japan and Canada 
ranked among the top three investment 
countries in the United States. The other 
top ten countries all came from EU member 
states. China's investments in the United 
States did not enter the top ten (As shown 
from the Table 8 below). In 2017, China's 
total direct investments in the United States 
fell to US $39.5 billion, down from US 
$40.4 billion in 2016, and the ranking also 
declined. However, because China's overall 
investments in the United States were not 
large, by 2016, the investment share was only 
1% of all investments in the United States.

 Table 8 Top 10 Countries/Regions Directly 
Investing in the US in 2017

Country/Region Amount (in millions of 
US dollars)

U.K. 540922
Japan 469047

Canada 453127
Luxembourg 410729
Netherlands 367145

Germany 310190
Switzerland 309363

France 275470
Ireland 147834

Belgium 103451

Data Source: US Bureau of Economic Analysis

In the decade from 2008 to 2017, China's 
direct investment in the United States has 
shown an increasing trend year by year. 
However, in the eight years from 2008 to 
2015, the proportion of China's FDI in the 
United States is less than 0.5% of the FDI 
absorbed by the United States. After the 
surge in FDI in the United States in 2016, the 
proportion of China's FDI in the United States 
in the two years of 2016 and 2017 reached 
about 1%, but compared with the 17% level 
of investment in the United States by the 
Asia-Pacific region. The relative proportion 
of Chinese investment in the United States is 
still low (see Table 9 below).

Table 9 Proportion of China and Asia-Pacific 
investments in the United States in the total FDI 

Absorbed by the United States

Year China's 
Percentage (%)

Asia Pacific's 
Percentage (%)

In 2008 0.054 15.9
In 2009 0.078 15.6
In 2010 0.145 15.2
In 2011 0.148 16.2
In 2012 0.274 16.6
In 2013 0.288 17.7
In 2014 0.342 18.1
In 2015 0.439 17.3
In 2016 1.074 16.7
In 2017 0.982 17

Data Source: US Bureau of Economic Analysis
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As shown in Table 10 below, China's 
d i rec t  inves tment  in  the  US focuses 
on transportation equipment, financial 
institutions, scientific and technical services. 
China's FDI in the three industries exceeds 
US$1 billion, while professional, scientific 
and technological service and deposit 
institutions are particularly prominent, with 
FDI in these two industries exceeding US$3 
billion. In the Sino-US trade friction that 
broke out in 2018, the United States has 
tightened restrictions on the introduction 
of Chinese funds. The policy impact of 
protecting the domestic manufacturing and 
technology will bring a more serious situation 
to China's investments in professional, 
scientific and technological services. In 
addition, the investment industry with more 
than US$100 million includes chemicals, 
primary and metal products in manufacturing, 

wholesa le  t rade ,  f inance  (exc lud ing 
depository institutions) and insurance. 
Different from the fact that the US investment 
in various industries in China has a positive 
net investment, China's direct investment in 
China has a negative net investment in the 
three industries of catering in manufacturing, 
retail trade and holding companies (non-
banks). For the manufacturing machinery, 
C o m p u t e r  a n d  E l e c t r o n i c s ,  a n d  t h e 
information industry, the United States does 
not disclose the information on China's 
direct investment in the United States for the 
protection of relevant corporate information. 
In summary, we can see that China's key 
industries for direct investment in the United 
States are transportation equipment in 
manufacturing, depository institutions and 
professional, scientific and technical services.

Table 10 Industry Distribution of China's Direct Investments in the United States in 2017

Industry Amount (in millions of US dollars)

Manufacturing

Total Manufacturing 12597
Catering -31
Chemicals 241
Primary and Metal Products 441
Machinery Undisclosed
Computer and Electronics Undisclosed
Electrical Equipment,  Appliances and 
Components

55

Transportation Equipment 1803
Other Manufacturing 1692

Wholesale Trade 809
Retail Trade -16
Information Undisclosed

Depository Institutions 3474
Finance (excluding Depository Institutions) and Insurance 377

Professional, Scientific and Technical Services 3572
Holding Company (Non-bank) -147

Other Industries Undisclosed

Data Source: US Bureau of Economic Analysis
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3.  Analysis  of  the  Status  Quo of  US 
Investments in China

In 2017, US investment in China was 
generally good, with actual investment 
reaching US$3.13 billion, located after 
Hong Kong (US$98.92 billion), Singapore 
(US$4.83 billion), China's Taiwan (US$4.73 
billion), South Korea (US$3.69 billion), and 
Japan ($3.27 billion). In the first half of 2018, 
US investment in China increased by 29.1% 
year-on-year, higher than the overall growth 
rate of China's foreign investment in the same 
period. US investment in China has not been 
affected by the trade protectionism.

The increase in US investment in China 
is inextricably linked to the improvement 
of China's business environment. China 
American Chamber of Commerce's 2017 
White Paper American Enterprises in 
China survey data shows that China is very 
attractive to US companies, and one-third 
of its members plan to increase investment 
in China by at least 10%. Today, WeChat 
has become more and more popular in the 
US business circle, which is enough to 
prove that China is capable of attracting US 
companies to invest in China. Although the 
US tax reform policy has a certain impact on 
US companies' investment in China, the US 
tax reform does not necessarily mean that 
companies will reduce their investment in 
China. When US corporate tax burdens are 
reduced, they also have more funds to invest 
overseas.

The performance of US companies in China 

is also constantly improving. In 2017, 64% 
of companies' revenues increased, with 
the strongest growth from the industrial 
and resource sectors, and more than three-
quarters (76%) of companies' revenues 
increased, compared to 43% in 2016. Take 
the automobile as an example. In 2017, US 
GM and joint ventures' retail sales in China 
exceeded 4 million throughout the year, 
more than their sales in the US. GM's 2017 
financial report shows that China has been 
the world's largest market for GM for many 
years. In the third quarter, China's sales 
accounted for 42.38% of the Group's total 
sales, a growth rate of 12.3%, while GM's 
North American division's car sales revenue 
decreased year-on-year 20.16%.

The company's revenue growth is relatively 
high in the high-tech industry, 65% of the 
company's revenue has increased, which is 
almost the same as the 66% of company's 
revenue has increased in 2016. The increase 
is also relatively strong in the consumer 
industry. In 2017, 62% of the company's 
revenue increased, while in 2016 this figure 
was only 49%. But in the service industry this 
data has declined, 56% of company's revenue 
increased in 2017, and the company with an 
increase in revenue in 2016 has reached 69% 
(as shown in Figure 14 below). However, 
according to the statistics of the American 
Chamber of Commerce in China, the most 
optimistic about 2018 is technology and 
R&D-intensive industries. More than three-
quarters (77%) predict that the industry's 
market growth rate will reach 5% or more.
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Figure 14 Performance of Various US Companies in China in 2017
Data Source: U.S. Enterprises in China for 2018 White Paper

Figure 15 Changes in China's holding of US treasury bonds (Unit: US$ 100 million)
Data Source: US Department of Treasury
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(IV) Analysis of the Status Quo of the US 
Treasury Bonds held by China

Since the financial crisis, the changes in the 
holding of US Treasury Bonds by China 
(excluding Hong Kong, Macao and Taiwan, 
the same below) can be divided into two 
phases. The first phase was from 2007 to 
2011. During this five-year period, China 
continued to increase its holdings of US 
Treasury bonds, especially since 2008 the 

holdings amount grew rapidly. The overall 
scale jumped from less than US$500 billion 
at the beginning to more than US$1.3 trillion, 
the peak level. In the second phase, from 
2011 to the present, China's holdings of 
US treasury bonds fluctuated, which was 
lower than the peak level. The overall price 
remained at around US$1.2 trillion, and 
there was no obvious continuous change (see 
Figure 15).
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Figure 16 2007-2018 Changes in China's Holding of US Treasury Bonds and in China's Foreign Trade Growth 
Rate
Note: The left axis indicates the size of China's holding US treasury bonds, and the right axis indicates the growth 
rate of trade
Data Source: US Department of Treasury, General Administration of Customs People's Republic of China

According to the latest data released by 
the US Department of Treasury, as of May 
2018, foreign-owned US treasury bonds 
totaled US$6.16 trillion, of which China held 
US$1.18 trillion, accounting for 19.16% of 
the total foreign-owned US treasury bonds. It 
is currently the largest overseas holder of US 

debt, and its holdings are much larger than all 
other economies except Japan. In fact, since 
2007, China has been the largest overseas 
holder of US treasury bonds for most of the 
time, and has only been ranked second after 
Japan in a short period of time.

Since 2011, the overall size of US treasury 
bonds held by China has remained stable. To 
analyze the reasons, the first is that China's 
foreign trade growth rate has slowed down 
at this stage, which is a big gap from the 
previous period. The trend of trade, especially 
the slowdown in export trade growth, 
has made China's rapid growth of the US 
dollar no longer the case. Similarly, China's 
annual foreign direct investment scale has 
expanded significantly during this period, 
and has grown to a level comparable to or 
even higher than that of foreign investment 
attracted by China. For China, the dollar 
supply and demand in the investment market 
tends to balance, and indirectly reduces the 
source of China's dollar. In this context, it is 

foreseeable that the US treasury bonds held 
by China will no longer appear to be in a 
state of rapid growth similar to that before 
and after the Financial Crisis.

(V) Analysis of the Status Quo of Sino-US 
Scientific and Technological Cooperation

In January 1979, during Comrade Deng 
Xiaoping's visit to the United States, he 
signed the "Sino-US Science and Technology 
Cooperation Agreement" with the then 
US President Carter at the White House. 
This is one of the first intergovernmental 
cooperation agreements signed between 
the two countries after the establishment of 
diplomatic relations between China and the 
United States. It is also the earliest Sino-US 

Total Amount 
of Holding

Total Trading 
Volume

Export 
Volume
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bilateral agreement. The following year, the 
Sino-US Joint Commission on Science and 
Technology Cooperation was established. 
Since 2000, Sino-US cooperation in science 
and technology has been broadened and 
deepened, and exchanges have never been 
so closer than ever. So far, the signing 
of the Sino-US Science and Technology 
Cooperation Agreement has almost reached 
its 40th anniversary. Sino-US scientific 
and technological cooperation has become 
one of the most dynamic and important 
areas between the two countries. The single 
channel cooperation model upgraded by 
intergovernmental cooperation has been 
transformed into a multi-channel cooperation 
model between government and the private 

sector. The channel cooperation model 
involves energy technology, medical and 
health, agricultural science and technology, 
marine meteorology, seismic monitoring, 
environmental technology and services. 
In recent years, the level of science and 
technology in various fields has been 
rapidly increasing. The Sino-US scientific 
and technological cooperation has not only 
been an important part of building a new-
type great power relationship between China 
and the United States, but also related to the 
safety and well-being of the people around 
the world.

1. Wide-ranging Intergovernmental 
Cooperation in Full Swing

Table 11 List of Major Official Scientific and Technological Cooperation Achievements and Fields in China 
and the United States in Recent Years

Government Departments Major Cooperation Results in Recent Years Involved 
fieldsChina U.S.

Department of 
Science and 
Technology, 

Energy Bureau

Department of 
Energy

In 2009, China and the United States invested US$150 million 
to establish the Sino-US Joint Research Center for Clean 
Energy.

Energy

Department of 
Health

Department 
of Health 

and Human 
Services

On September 27, 2017, the Sino-US Health Cooperation 
Seminar was held in Washington. In 2005, a memorandum 
of understanding was signed for the Sino-US New and Re-
infected Diseases Cooperation Project.

Medical 
Hygiene

Department of 
Agriculture, 

Department of 
Science and 
Technology

Department of 
Agriculture

In 2012, signed the Protocol on Flagship Projects Cooperation 
between the Ministry of Science and Technology of the People's 
Republic of China and the US Department of Agriculture; 
jointly established the Sino-US Joint Research Center for 
Agricultural Products Processing; signed the Memorandum 
of Understanding between the Ministry of Agriculture of the 
People's Republic of China and the Department of Agriculture 
of the United States of America on Cooperation in Agriculture 
and Related Fields. 

Agriculture

National Food 
and Drug 

Administration

Department of 
Agriculture

In September 2017, the US Department of Agriculture and the 
General Administration of Food and Drug Administration of 
China signed a memorandum of cooperation.

Food Safety

Meteorological 
Administration

Ocean and 
Atmospheric 

Administration

In 2015, the two sides signed the Sino-US Protocol on 
Atmospheric Science and Technology Cooperation.

Marine 
Weather
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Under the background of Sino-US grievances 
due to trade frictions, Sino-US scientific 
and technological cooperation has crossed 
disputes and differences and opened up 
a pure land for Sino-US relations. In the 
field of clean energy, in 2009, China and 
the United States jointly invested US$150 
million to establish the Sino-US Joint 
Research Center for Clean Energy, signed the 
Cooperation Protocol on the Joint Research 
Center for Clean Energy between China 
and the United States, formed an industry-
university-research alliance by three fields 
of clean energy, new energy vehicles and 
building energy conservation, and held 
ministerial conferences and Sino-US energy 
technology seminars for many times. In 
October 2005, the Ministers of Health of 
the two countries signed in Washington the 
Memorandum of Understanding between the 
Ministry of Health of the People's Republic 
of China and the Department of Health and 
Human Services of the United States on the 
establishment of a new and re-infectious 
disease cooperation project, covering the 
project studies like research and prevention 
of avian influenza, the construction and safety 
of infectious diseases laboratory testing 
systems, and food borne disease surveillance. 
In agriculture, the Chinese government has 
been committed to promoting agricultural 
technology advancement by pushing forward 
scientific and technological cooperation in 
the agricultural field between China and 
the United States. In 2002, the two sides 

signed the Agreement between the Ministry 
of Science and Technology of the People's 
Republic of China and the US Department 
of Agriculture on Agricultural Science and 
Technology Cooperation, and in 2012 signed 
the Cooperation Agreement on Agricultural 
Flagship Projects. In the climate area 
concerning the future of mankind, Sino-
US atmospheric cooperation projects have 
reached more than 600 since 1979. The two 
parties signed the Sino-US Atmospheric 
Science and Technology Cooperat ion 
Protocol in 2015, confirming that the two 
sides will take in-depth cooperation in six 
fields like climate, monsoon and so on. 
Nuclear safety is a highlight of Sino-US 
cooperation. It has become a sample area for 
cooperation between China and the United 
States. In 2006, the two parties signed the 
Memorandum of Understanding on Sino-
US Cooperation in Building an Advanced 
PWR Nuclear Power Project and Related 
Technology Transfer. In 2015, a new version 
of Sino-US Nuclear Energy Cooperation 
Agreement was signed. At the same time, 
in order to cultivate Sino-US scientific 
and technological cooperation talents, the 
Ministry of Science and Technology and 
the US National Foundation jointly signed a 
cooperation agreement on "Sino-US Youth 
Science and Technology Personnel Exchange 
Program".

2. Multi-Channel Cooperation Model from 
the Government to the Private Sectors 

Ministry of 
Environmental 

Protection

National 
Environmental 

Protection 
Bureau 

In 2008, both sides signed the Sino-US Energy and 
Environment Decade Cooperation Framework; In 2014, jointly 
published Sino-US Joint Announcement on Climate Change

Environment

Ministry of 
Science and 
Technology

Department of 
Energy

In 2010, the LPP Technical Consulting Service Contract was 
signed; in 2015, a new version of the Sino-US Nuclear Energy 
Cooperation Agreement was signed.

Nuclear 
energy

Data Source: Based on the website information of the Ministry of Science and Technology of the People's 
Republic of China
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Figure 17 2001-2020 SSCI Database Author Address Includes the Number of Papers in China and the United 
State
Data Source: SSCI Database

Figure 18 The Number of Scientific Papers Published Abroad by China Scientific Research and Development 
Institutions in 2005-2016
Data Source: National Bureau of Statistics of the People's Republic of China

At present, the Sino-US non-governmental 
scientific and technological cooperation 
methods mainly include academic exchanges, 
cooperative research and scientific and 
technological cooperation among enterprises. 
From the perspective of academic research, 
in recent years, scientific and technological 
cooperation projects between China and the 
United States, co-authored academic papers, 
and scholars exchange visits have become the 
norm. First of all, from the number of papers 
of China and the United States included in 
the SSCI database authors address, it can 
be seen that the scientific and technological 
cooperation between Chinese and American 
non-governmental academic circles has been 

getting closer and closer since 2001, and the 
number of related papers continues to rise, 
especially since 2010 with a breakpoint of 
rapid growth, Sino-US scientific research 
and cooperation began to gradually shift 
from a government-driven to a multi-channel 
cooperation model between the government 
and the private sector. In the SCI database 
in 2000, there were about 5,000 sino-us co-
authored paper. By 2014, the number of co-
authored papers had increased to 55,000, an 
increase of 10 times more. In addition, the 
number of scientific papers published abroad 
by China scientific research and development 
institutions has increased from 15,638 in 
2005 to 50010 in 2016.
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Secondly, judging from the exchange of 
talents between China and the United States, 
China has won the championship for many 
years to export students to the United States. 
According to the USA Open Door Report 
2017 released by the US Embassy, the 
number of Chinese students studying in the 
United States in the 2016-2017 academic 
year totaled 350,755, accounting for 32.5% 
of all American overseas students, far ahead 
of India (17.3%), South Korea (5.4%), Saudi 
Arabia (4.9%), Canada (2.5%), etc. Similarly, 
the number of American students studying 
in China continues to expand, ranking fourth 
among the total number of international 
students coming to China. The top three are 
South Korea, Thailand and Pakistan.

The scientific and technological cooperation 
be tween  t he  Ch inese  and  Amer i can 
companies is also constantly advancing. One 
of the important performances is the R&D 
Center jointly established by the Chinese and 
U.S. companies. In October 2005, the Cisco 
China R&D Center was officially established 
in Shanghai. It has become the second largest 
strategic R&D center of Cisco overseas, with 
an overall investment of US $100 million. 
From 2016 to 2017, Apple opened four R&D 
centers in Beijing, Shenzhen, Suzhou and 
Shanghai, aiming to gain access to China's 
outstanding talents and avoid the cumbersome 
immigration restrictions in the United States. 
At the same time, cooperation agreements 
among enterprises are also underway. On 
November 3, 2017, under the witness of 
Wang Shoujun, Chairman of CNNC and 
Bill Gates, Chairman of Tara Energy, China 
Nuclear Fuel Co., Ltd. and Global Innovation 
Nuclear Energy Technology Co., Ltd. signed 
a new generation of nuclear fuel components 
development and localization cooperation 
agreement. The cooperation agreement 

aims to implement Sino-US nuclear power 
technology cooperation and promote the 
development and reform of clean energy in 
China and the United States.

(VI) Analysis of the Status Quo of Sino-US 
Energy Cooperation

1. China is the second largest crude oil 
importer and the third largest natural gas 
importer of the US

According to EIA data,  US crude oi l 
production has increased sharply. In 2017, 
crude oil exports nearly doubled in 2016. 
The number of crude oil export destination 
countries reached 37, an increase of 10 from 
2016. Canada remains the largest destination 
for US crude oil exports, but subject to 
Canadian domestic demand, Canada's share 
of US crude oil exports continues to decline, 
from 61% in 2015 to less than 30% in 2017. 
US crude oil exports to China have grown 
rapidly, accounting for 20% of total US crude 
oil exports. China has surpassed the United 
Kingdom and the Netherlands to become 
the second largest exporter of crude oil in 
the United States. Overall, China's crude oil 
imports from the United States are relatively 
low, and current crude oil from the United 
States accounts for only 2% of China's total 
crude oil imports. In 2017, about 56% of 
China's crude oil imports came from OPEC 
countries (as shown in Figure 19 below). 
Although OPEC countries are still the main 
source of crude oil in China, the proportion in 
the past five years has continued to decline, 
from a peak of 67% in 2012 dropped to 56% 
in 2017. Therefore, in the future, China still 
has a large market space for crude oil imports 
from the United States. At the same time, this 
is also an effective means to balance the trade 
deficit between China and the United States.
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Figure 19 Share of China's Crude Oil Importing Countries in 2017
Data Source: National Bureau of Statistics

Figure 20 Proportion of US Natural Gas Exporting Countries in 2017
Data Source: U.S. Energy Information Administration (EIA)
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US natural gas production continues to 
increase, and demand in the Chinese market 
continues to increase. In the past, natural gas 
trade in the United States was mainly carried 
out through pipeline transportation in Canada 
and Mexico. However, with the fermentation 
of the shale revolution, natural gas production 
increased significantly, and the export 
capacity of US liquefied natural gas (LNG) 
surged. In 2017, the actual export volume 
of LNG in the United States reached 1.94 
billion cubic feet per day, almost four times 
the amount of US LNG exports in the same 
period of 2016. The number of countries 
importing US LNG has also increased to 25. 
In recent years, China's LNG imports have 

continued to rise. In 2017, China surpassed 
South Korea to become the world's second 
largest importer of LNG. In 2017, China 
imported a total of 38.1341 million tons of 
LNG, a 48.4% year-on-year increase. The 
dependence on natural gas is 39.75%. The 
number of imported LNG in China will 
continue to increase in the future. . In August 
2016, Guangdong Dapeng LNG receiving 
station unloaded LNG from the United 
States, marking the official opening of the 
Sino-US LNG trade. China is the third largest 
destination for US LNG exports, second 
only to Mexico and South Korea, accounting 
for 15% of total US exports (see Figure 20 
below).
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2. Sino-US Energy Trade Has Broad 
Prospects for Development

In November 2017, President Trump visited 
China. General Secretary Xi pointed out 
that Sino-US economic and trade relations 
are the "ballast stone" and "propeller" of 
the relationship between the two countries. 
During President Trump's visit to China, 
China and the United States signed more 
than US $250 billion in large orders, of 
which two energy projects accounted for 
about half of the amount. One is a US $84 
billion Chinese energy investment company 
investing in West Virginia's shale gas and 
chemical manufacturing projects, and the 
other is investing US $43 billion in Alaska's 
energy sector. SINOPEC and the Alaska 
Government jointy develop LNG projects, 
which the Alaskan party expects that there 
will be an increase of 12,000 jobs in this 
project. Although these projects are frame-
oriented, the specific details need to be 
finalized, but they show the strong desire 
of China and the United States in the field 
of energy cooperation. China is undergoing 
energy transformation and needs more clean 
energy. Through the implementation of these 
projects, China can also learn the know-
how to develop clean energy, and the United 
States can obtain funds to develop local oil 
and gas resources and create employment 
opportunities. This is a win-win situation for 
both parties.

Affected by the continued growth of natural 
gas demand, China will increase LNG 
imports in the coming period. PetroChina 
predicts that by 2020, China's LNG imports 
will reach 60 billion cubic meters; Shell's 
data show that China's LNG imports will 
exceed 100 billion cubic meters in 2030. 
To increase LNG imports, it is necessary to 
expand the country of import, which will 
have a positive impact on the prospects of 

LNG trade between China and the United 
States. According to data released by the 
IGU World LNG Report 2017, China's 
currently installed LNG receiving station has 
a receiving capacity of 51.22 billion cubic 
meters per year; by 2019, it is estimated that 
the completed LNG receiving station will 
have a receiving capacity of 37.57 billion 
cubic meters per year. If the construction 
period is smooth, the total receiving capacity 
of China's LNG receiving stations will reach 
88.79 billion cubic meters per year in 2019. 
This receiving capacity will at least meet 
China's annual LNG import demand in the 
next decade. At present, China has begun to 
implement a third-party access mechanism 
for LNG receiving stations. Therefore, in 
the future, neither the reception capacity of 
LNG receiving stations nor the market access 
of receiving stations will be a hindrance to 
the restriction of LNG trade between China 
and the United States. In short, with the 
development of China's industrialization 
and urbanization, under the influence of 
environmental protection factors and coal-
to-gas policies, the consumption of natural 
gas and other energy sources in China has 
continued to rise in recent years. But the 
growth of natural gas production has not kept 
pace with demand growth. The market is still 
in short supply. China's natural gas demand 
is expected to reach 600 billion cubic meters 
in 2030, accounting for 13.5% of primary 
energy demand, which also makes China's 
natural gas dependence increase year by year. 
The successful development of shale gas in 
the United States has greatly improved the 
energy self-sufficiency rate of the United 
States and reduced the degree of dependence 
on  o ther  count r ies .  Therefore ,  t rade 
cooperation between China and the United 
States in the energy field is an inevitable 
trend in the future, and the prospects are 
promising. 
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Conclusion

In 2017, the total GDP of China and the 
United States, the world's two largest 
economies, accounted for nearly 40% of 
the world's total GDP. The stable Sino-US 
trade relations are of great significance to the 
stability and development of the world trade 
pattern. In recent years, the economic and 
trade development of the two countries has 
maintained a good momentum and the trade 
volume has continued to grow.

At present, the trade frictions will not only 
have a negative impact on the economic 
development of the two countries, but also 
affect the overall economic recovery of the 
world. The trade structure between China and 
the United States is highly complementary. 
Under the premise of highly matching supply 

and demand, China has a huge market and the 
United States has advantageous industries, 
it’s a win-win choice to promote cooperation.

In view of the current difficulties in the 
China-US trade model, China and the United 
States still have room for further cooperation 
to seek greater development. The two sides 
can use their own advantages and boost 
cooperation in infrastructure construction, 
bilateral investment, expansion of market 
development, bilateral investment, scientific 
and technological cooperation, etc.. The two 
countries should face up to contradictions, 
promote mutual understanding and mutual 
consultation, fully tap the potential of 
cooperation, and make bigger and better the 
Sino-US trade cake.
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