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The U.S.-China Trade War: Minimal Impact on China’s Global
Total Trade Thus Far

EXECUTIVE SUMMARY

The trade war between the U.S. and China started in July 2018, when Donald Trump, the U.S. President at
the time, followed through on months of threats to impose sweeping tariffs on a variety of China’s imports,
accusing its unfair trade practices. In following months, the two countries had been embroiled in countless
back-and-forth negotiations that resulted in nothing productive but tit-for-tat tariffs, the U.S. banning specific
high-tech exports to China, and filing complaints from both sides with the World Trade Organization (“WTQ"),
all of which consequently leading to the escalation of U.S.-China trade tensions to the brink of a full-blown
trade war.

Till the date of this report, the trade war has proceeded through five stages between 2018 and 2021, with
multiple tariffs on various products having been put in place by both countries. Currently, U.S. exports to
China are facing tariff rates averaging 21.1% (compared to an average of merely 6.7% applied to products
from other nations). Similarly, Chinese goods are subject to a 21% tariff rate on average in the U.S. market
(versus the 3.1% average tariff rate that the U.S. had levied on them prior to the series of hikes).

The cause for the confrontation is trade imbalance between the U.S. and China. A trade surplus occurs when
exports exceed imports, while a trade deficit is the opposite when exports are less than imports. Obviously, a
surplus is preferable to a deficit in the short run. However, a long-term trade surplus can be harmful, if it is
the result of exercising protectionism by the government, as it poses a threat of engaging in a trade war. On
the other hand, a longstanding trade deficit is not inherently bad if countries that import heavily could
simultaneously invest in their economic development. Importantly, when coupled with prudent investment
decisions, a deficit can usher stronger and more sustainable economic growth in the future.

The U.S. has a long history of registering trade deficits with the world in particular China. 2020 U.S. goods
trade deficit on a global basis set a new record of US$915.8 billion, a yearly increase of 6% or US$51.5 billion,
stemming in part from production disruptions caused by the COVID-19 pandemic. U.S. trade deficit with China
has been near or in excess of US$S300 billion from 2011 through 2020.

The escalated tensions between the U.S. and China have made a severe impact on their bilateral trade. The
following are some key observations of the changes to the trade balance between the world’s first and second-
largest economies since the beginning of their trade conflict.

e Driven by the Phase 1 economic and trade agreement? taking effect on 14 February 2020, U.S. 2020
trade deficit with China reduced significantly back to 2012 level at just over US$300 billion, a 26%
drop from previous high in 2018 when the trade war just started, but U.S. global trade deficit hit new
high in the same year.

e Meanwhile, China’s international trade continues to grow with minimal impact from the trade
conflict and COVID-19 pandemic, and became the only major economy in the world accomplishing a
positive growth with respect to trade in goods of 1.9% and a whopping 27.4% surge in trade surplus

1 Under the Phase 1 agreement, which was signed on January 15, 2020, China made a number of commitments, the most-high profile
of which was to substantially increase imports from the U.S. of agricultural products, industrial products, natural resources, and
services
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IMPORTANT DISCLOSURES

Cedrus Investments Ltd. (“Cedrus”) does and seeks to do business with companies covered in research reports
distributed by Cedrus. Investors should consider this report as only a single factor in making their investment decision.

For additional information, please send an e-mail to information@cedrusinvestments.com

For private circulation only. This report is prepared by Cedrus and is for informational purposes only and is not intended to be, nor should it be construed
to be, an advertisement or an offer or a solicitation of an offer to buy or sell any securities. The information herein, or upon which opinions have been
based, has been obtained from sources believed to be reliable, but no representations, express or implied, or guarantees, can be made as to their
accuracy, timeliness or completeness. The information and opinions in this report are current as of the date of the report. We do not endeavor to
update any changes to the information and opinions in this report. Unless otherwise stated, all views expressed herein (including estimates or forecasts)
are solely those of our research department and subject to change without notice.

The information provided in this research report is not provided to and may not be used by any person or entity in any jurisdiction where the provision
or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or regulatory or self-regulatory organization
or clearing organization or where Cedrus is not authorized to provide such information.

This report does not take into account the specific investment objectives, financial situation, and the particular needs of any specific company that
may receive it. Before acting on any information in this report, readers should consider whether it is suitable for their own particular circumstances
and obtain professional advice related to their own investment needs and objectives. The value of securities mentioned in this report and income from
them may go up or down, and investors may realize losses on any investments. Past performance is not a guide to future performance. Future terms
are not guaranteed, and a loss of original capital may occur.

Neither the analysts responsible for this report nor any related household members are officers, directors, or advisory board members of any covered
company. No one at a covered company is on the Board of Directors of Cedrus or its affiliates. The compensation for the analysts who prepare reports
is determined exclusively by senior management. Analyst compensation is not based on investment banking revenues; however, compensation may
relate to the revenues of Cedrus as a whole, of which investment banking, sales and trading are a part.

Cedrus does engage in investment banking. Cedrus does trade securities on a principal basis; however, Cedrus’ research analysts are prohibited from
owning securities they cover through Research Reports.
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