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ABSTRACT 
 
US-China trade war is a hot topic these years because it’s enormous influence to the 

international economic market. As the relationship between the US and China keeps going 

intensive, the markets in both countries and around the world have been affected to varying 

degrees. The influence can be reflected in many different aspects. This research focuses on it’s 

influence on the stock markets in the US and China. It chose three important points when China 

or the US posted negative policies to the import from the other countries. The indices in the 

stock markets of two countries and the stock price of two important technological companies: 

Huawei and Apple are analyzed to figure out the reflection of the stock markets of the two 

countries to those trade war policies. This paper finds out that in three time points, the three 

policies related to the trade war all have significant influence to the American index, but only 

one of the policies has the significant influence to Chinese index. Regarding to the influence to 

the Huawei and Apple stock prices, Apple’s stock price was influenced more by the trade war 

than Huawei’s stock price.  
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Introduction 
 

As is known to all, US and China are two biggest economic entities in the world. The 

relationship between these two countries are highly related to the orientation of the world 

economy and their own interests.  

Since China implemented the reform policy under the leadership of Deng Xiaoping, has 

sustained 15-year high growth and been world’s fastest-growing economy (Zhang). China 

captured the attention of the world including the US. Before Trump became the President of 

the United State, he once twitted that China would beat US (Wong & Koty, 2019), indicating the 

attitude of the US to China after he came to power and foreshadowing the start of the trade 

war. With the continuous growth of Chinese economy, Trump accused China of stealing the 

intellectual property from the US and killing Americans by importing a certain drug to the US. 

The reason that the US chooses the attitude against China is not only out of these two reasons 

but also because the huge trade deficit between the US and China and the US also blames 

China to manipulate currency rate (Support The Guardian, 2019). 

As trade war rages, America implemented some methods to weaken the function of WTO in 

international trade by criticizing it in multiple scenarios and the trade will ultimately lead to 

international tit-for-tat tariff wars (Swanson, 2019). Thus the research chose two policies 

related to tariffs that may impact on the market performance of the two markets.  

Although the US aims to break down Chinese economy through trade war, it also hurts its own 

economy in a way. For example, as the US posted another $155bn of tariffs on Chinese-made 

goods, the profit of a lot of toy business are intensively impacted by Trump’s policies (Salam, 

2019).   
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In order to find out the how these two countries react to the policies, regarding to the trade 

war, of the two country, the research will find out three important time points and analyze the 

fluctuations of important indices from the stock markets. In addition, it will choose the data 

from two representative technological companies: Huawei and Apple to analyze their reaction 

to different policies.  

As the importance of the trade war to the world, this research try to figure out the following 

questions:  

1. What is the reason of the trade war? 

2. What is the timeline of the trade war? 

3. what policies have the US or China conducted to fight against each other? 

4. Is there any policy posted influencing the performance of the stock markets in both 

countries? 

5. Whether the stock price of some representative technological companies in both 

countries are influenced by policies related to the trade war? 

The research predicted that both Chinese and American market will react to the changes of 

political environments. When there were negative policies posted, the stock market of the 

country will be negatively impacted. 
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Literature Review 

A research studied how Stock market reacts to international conflicts claims that some conflicts 

like the first confrontation of a U.S.-led alliance against Iraq negatively afftected the interaction 

in western world (Troger and Schnelder, 2006). As the war trade is also a form of conflict in 

economy, we may assume that it may bring a certain of negative impact on economy. How the 

economy will be impacted and to what level should be researched through some symbols of 

market performance. There is doubt that the trade war poses a systematic risk on the 

international market, adding the fluctuations to the market (Burggraf & Huynh, 2019). 

However, there are also some researches showed that the evidence to prove the negative 

relationship between the war and stock market is limited by researching the WWII (Urquhart 

&Hudson). Some other negative international environment like terrorism can cause severe 

negative impact on international stock market by influencing the market emotions (Nikkinen 

and Vähämaa, 2010).  

A research conducted by Altınöz and Ö ztürk claimed that China was definitely the loser of the 

trade war by analyzing the Shanghai Stock Exchange Composite Index because a high rate of 

tariff will negatively impact the value of Shanghai Stock Exchange Composite Index (Altınöz & 

Ö ztürk, 2019). However, the research only includes the influence of tariffs that the US posted to 

China. In addition, whether China will be a loser in trade war is decided not only by the Chinese 

market performance but also defined by how the international market interact with each other. 

Therefore, this research will focus on the comparison of performance of Chinese and American 
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markets on the same policies and analyze whether these markets are influenced by these 

political changes. 

 

Data, Methodology and Hypothesis 
 

I. Data and Sample 
 

The data is divided to two parts. The first part is the important indices which can reflect the 

market reaction of US and Chinese markets. The first part of the dataset will contain the 

changes of indices of the US and China in the following days of the claims of important policies 

or the public statements by key government officials of the two countries which relates to trade 

war like tariff policies. There are two indices chosen in the dataset, NASDAQ and Shanghai 

Composite index. The second part of the dataset will contain the fluctuations of Huawei’s and 

Apple’s stock price in the different pinpoints of time. The second part of the data will basically 

contain the historical data regarding to the stock price of two big technological companies. The 

stock price before and after those important data will be research to find out whether the 

policies related to the trade war from these two countries will lead to the fluctuations of the 

stock markets of them.  

The sample will be the two indices and the stock price of Huawei and Apple. The indices are 

NASDAQ and Shanghai Composite index. The stock prices of Huawei and Apple will represent 

two most representative technological companies in two countries. They can in a way show the 

market sensitivities of these two different markets. The data in the sample will be discrete 

because the indices and the stock prices will be from the single point of different days. The 

independent factor will be the important policies or the public statements chosen in the 
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research and the dependent factor will be fluctuations of the different indices and the stock 

price change.  The dependent factor will be the whether the indices and prices are influenced 

by those policies.  

II. Methodology  
 

This research will use quantitative method to analyze the stock price changes after some 

exposures of important policies related to trade war. For example, in June, 1 this year, China 

increased tariffs on US$60 billion worth of products to the US. The research will analyze the 

indices and stock price changes before and after the day.  

This research is going to be an analytical research. It will be empirical, the research will base on 

the historical data and come up with the solution with the observation of the data of the 

dataset. Next, the research will have an interpretation of the result and figure out the main 

influence of the trade war on the performance of the stock market in China and the US. It will 

also have a descriptive analysis to study the distributions of these two indices and the stock 

price in these two countries.  

T-test will be used to justify whether there is difference before and after those important time 

points. If the p-value is less than 0.1, the null hypothesis will be rejected, meaning the policy 

has certain influence to the stock market or the stock prices. In the same way, if the p-value is 

larger than 0.1, it fails to reject the null hypothesis, meaning the policy has no significant 

influence to the stock market or the stock prices of important companies.  

 

III. Hypothesis 
 

There will be the mainly 8 hypotheses: 
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1. The negative policy of the China has a significant influence on American stock 

market and cause stock market fluctuation.  

2. The negative attitude of the China has a significant influence to Chinese stock market 

and cause stock market fluctuation. 

3. The negative attitude of the US has a significant influence on American stock market 

and cause stock market fluctuation.  

4. The negative attitude of the US has a significant influence on Chinese stock market 

and cause stock market fluctuation.  

5. The negative attitude of the China has a significant influence on Huawei’s stock 

price. 

6. The negative attitude of the China has a significant influence on Apple’s stock price.  

7. The negative attitude of the US has a significant influence on Huawei’s stock price. 

8. The negative attitude of the China has a significant influence on Apple’s stock price. 

Result 
 
In order to find out the relationship between the trade war and market fluctuations in both 

Chinese and American market. For the data, the data before and after some certain time points 

will be evaluated, illustrating the reflection of the market. In addition, the T-test was used to 

show whether the policies related to trade have influences on the indices of two countries. In 

addition, the stock prices of Huawei and Apple are chosen to figure out whether their stock 

prices will be influenced by the important policies about trade war between China and America. 

T-test was used to find out whether the data before and after these important points is 

influenced by those policies related to the trade war. I chose three very important time points 
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when the governments of two countries enacted important policies which may cause significant 

fluctuations. The following points are chosen: 

1. June 1, 2019. China increased the tariffs to the on $60 billion worth products on US. 

2. July 9, 2019. US exempted 110 Chinese products. 

3. August 23, 2019. China announced $75 billion tariffs on US goods. 

 

Three analysis of NASDAQ shows that the market index is significantly influenced by the 

policies of two countries related to the trade war. The three figures shown in the T-test of 

NASDAQ are 0.093631185, 3.24346E-08, 0.003581891, which are all less than 0.1, which 

means that the American market index is significantly influenced by the policies related to the 

trade war. The mean of NASDAQ all increase from before the policy post to after it’s post.  

The three figures shown in the T-test of HengSeng are 0.67157823, 0.115084472, 1.94634E-08. 

Chinese market only has reaction when “China announces US$75 billion in tariffs on US goods, 

Trump threatens tariff increases on Chinese goods”. The mean value of HengSeng index before 

and after the time point increases after China announced the policy. This result somehow 

indicates that Chinese market appears to be more stable under the influence of trade war.  

 

Three main points are also found to figure out whether the stock price of Huawei has been 

influenced by the trade war. The first point is when China increased tariffs on $60 billion worth 

of products in June, 1, 2019. The p-value of two-tail was 5.635E-05, less than 0.1, which meant 

that there was an influence there. The second point is in July,9, 2019 when “US exempts 110 

Chinese products from 25 tariffs, issues to American Huawei suppliers”. The p-value of two-tail 

was 6.724E-07, less than 0.1, which meant that there was also a relationship. The third point 
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was in August, 23, 2019, when China “announces US$75 billion in tariffs on US goods, Trump 

threatens tariff increases on Chinese goods”. The p-value of two-tail was 0.004602466, less 

than 0.1, which also meant that the stock prices of Huawei was influenced by the trade war. In 

addition, the value of these two was very small, which means the influence is very significant. 

 
As for the price of the stock of Apple, the influence was not significant when China increased 

$60 billion worth products to the US because the p-value is 0.761361839, which is larger than 

0.1. However, the other two policies of the two governments have significant influence on its 

stock price. When the US exempted 110 Chinese products, the stock price of Apple showed 

significant changes because the p-value was 1.2E-08, which was less than 0,1. in addition, when 

China announced $75 billion in tariffs on US goods, it shows that the stock price of Apple has 

significant reaction to the policy because the p-value is 5.10258E-07, which is less than 0.1. 

NASDAQ tends to have larger reaction to the policy related to the trade war and the HengSeng 

tends to be more stable under the background of the trade war. Comparing to representative 

technological stocks in both China and the US: Huawei and Apple, it turns out that Apple has 

larger reaction to the trade war. 

Conclusion: 
 
US-China trade war has large influence to the economy of the world. Both governments of the 

countries have conducted a lot of policies to respond the action of the other country. From data 

analysis from the three time points chosen in the research, it is concluded that US stock market 

reacted more intensively to the policies related to the policies and Chinese stock market tends 

to be more stable. In addition, the representative technological company in China has higher 
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stability to the political changes. However, the sample size used in the research was not very 

large, which may cause some bias. In future research, a larger dataset can be chosen to do the 

analysis. On the other hand, the data size chosen before and after the important dates should 

be stay the same. Only in this way can deviation be compared.  
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