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Abstract 

 Due to US-China Trade War, stock market in the world has been impacted. This 

thesis aims to analyze how the US-China Trade War impact on US stock market by US-

China trade goods balance and average change of tariff. However, because of some 

limitations, this paper can not indicate the relationship between US-China Trade War 

and the stock market change.  
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1. Introduction 

The rapid escalating US-China trade war in 2018 is a watershed that the global 

economic and political order is reshaped. Before 2018, China and the US had some 

trade fictions, but in general, the two countries were relatively restrained. In 2018, the 

United States, the government headed by Donald Trump, was even more dissatisfied 

with China. He believed that the unbalanced trade between the two countries and the 

interests of intellectual property rights of the United States hurt by China, so the tariffs 

were increased. Since then, China and the United States have formulated new policies, 

with ongoing economic confrontation and short-term reconciliation. The measures of 

both sides have led to a series of positive and negative global effects, especially the 

stock market. (Ciuriak, 2019) 

The trade war is a war in the economic field, which means that although China and 

the United States do not want their country’s economy to be harmed, companies in 

related industries are bound to be affected, such as demand and supply, exporting 

nations and national policies, and thus the stock market will be impacted. Therefore, 

investors need to pay attention to the latest economic policies of China and the US, and 

then to change their types and strategies of investment in a timely manner. If investors 

only know about past information or ignore some key factors, their funds are likely to 

suffer losses in the stock market. 

This article will explore the influence of the US-China trade war on the stock 

market. The first thing will be introduced is the background and reasons for this trade 

war to illustrate why it is the inevitable. Then introduce the timeline of the trade war will 

be introduced to sort out the passage of this trade war. After that, it will mention 

whether the trade war has a positive or negative influence on the stock market. At this 

point, attention will be paid to the impact of the stock market on China and the US, as 
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well as some of the global economic impacts. In addition, the impact of China and the 

US will be compared by means of charts. Then, some charts will be used to compare 

the impact of several other major economies around the world, likes the UK, EU, Japan, 

Singapore, etc. Finally, some suggestions will be made about what strategies an 

American investor should make to reduce risks on the stock market. 

 

2. Literature Review 

While there is a limited body of literature on US-China trade war because it takes 

place in recent years, most of the papers are concentrated on other fields. Building on 

previous literature, my paper will introduce a new hypothesis with explaining what 

happened in the trade war, why it happens, and its impact on stock market.  

 

2.1 Background 

2.1.1 why happen 

A variety of factors can exacerbate trade frictions between the US and China. 

These factors are complaints from the US and high growth in China's exports, the share 

of imports into the US market, the increasing competitiveness of Chinese companies, 

the broad and strong comparative advantage of Chinese goods, the accession of China 

in the WTO and its compliance, bilateral trade the unbalance between the two 

countries, and China's exchange rate policy. Although each factor is important, 

individual factors cannot lead to a large-scale trade war. The combination of these 

factors in a short period of time can be regarded as a shock to China, thus making it 

difficult for other countries to adjust their economic structure. Therefore, trade friction is 

inevitable. (Qiu & Wei, 2019) 
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In addition, someone believes that China’s development strategy in the field of 

intellectual property is to create conflicts abroad. China will induce foreign companies to 

invest locally. However, once other companies' investments sink, they will be combined 

with other opaque policies to support these companies. Then, technology of foreign 

companies will be forced to share with local Chinese companies in a non-commercial 

manner, otherwise there will be a risk of losing access to the Chinese market. The US 

does not believe that the WTO can provide the best solution for directly addressing 

forums in conflict with China, or solve the problem of incompatibility between different 

economic systems. Therefore, the United States chose a policy that triggered the crisis 

in 2018. (Bown, 2019) 

 

2.1.2 timeline 

On March 23, 2018, The US imposed steel imports about a 25% tariff and 

aluminum imports about a 10% tariff. On April 2, 2018, China made reprisals by 

imposing tariffs on 128 products including fruit, wine, and pork. On April 3, 2018, The 

USTR released a potential 25 percent tariff on an initial list of 1,334 proposed products. 

On April 4, 2018, China responded to the initial list of USTR and proposed to impose 

25% tariff on 106 kinds of commodities such as soybeans, automobiles and chemicals. 

On April 16, 2018, The US concluded that ZTE, a Chinese telecom company, violated 

US sanctions. On April 17, 2018, China announced that 178.6% of antidumping duties 

would be levied on the imports of sorghum from the US. From May 3 to 7, 2018, China 

and the US held trade talks in Beijing, and the US asked China to reduce its trade 

deficit by 200 billion US dollars within two years. However, this talk ended with no 

resolution. On May 18, 2018, China announced that tariffs on US sorghum at 

negotiations will be stopped. On May 29, 2018, US reinstates tariff plans after brief 
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truce. During June 4-5, 2018, trade talks between US and China held in Beijing. On 

June 7, 2018, US and ZTE agreed to deal that will allow ZTE to resume business. On 

June 15, 2018, the initial list of products reduced and finalized. On June 16, 2018, 

China revised its initial tariff list to now include a 25 percent tariff on 545 products. 

China also proposes a second round of 25 percent tariffs on a further 114 products. 

(Wong & Koty, 2019) 

 

 

2.2 Impact on stock market 

2.2.1 US stock market 

A study estimates indicate that in all policy scenarios, this trade war has negative 

influence, with range from 0.25 to 1.4 percent of GDP. If the EU and China do not have 

retaliation, welfare losses should be a lower range. The results do not provide any 

support for the trade protectionist view summarized in the motto that trade wars bring 

benefits and it is easily to win. In fact, it finds that the United States is expected to suffer 

the most losses. (Karen & Oleksandr, 2019) 

The US agricultural sector is seriously damaged. Most commodity prices in the 

United States rise, and the cost of trade wars will eventually be passed on to American 

consumers. (Wen & Du, 2019) 

 

2.2.1 China stock market 

 The use of market power of China will cause other large countries unite and 

retaliate as a group. The consumption, government spending, investment, employment, 

and trade of Chinese residents will fall across the board. In terms of industry sector 

indicators, China’s exports of large-scale electronic equipment and machinery and 
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equipment sectors saw the largest decline in output. China’s domestic commodity 

prices will fall, and the consumer price index will further shrink. (Wen & Du, 2019) 

 

2.3 Differences in different countries’ stock markets 

2.3.1 US stock market 

  US stock market shows dramatic fluctuations in the recent two years. 

 Figure 1 

2.3.2 China’s stock market 

 Beyond US-China trade war, China's stock market has more dramatic fluctuations. 

 Figure 2 

 

2.3.3 Global Stock Market 

An article documents the influence of this trade war on global companies and 

clarifies the relevant channels of communication. Based on the quarterly and latest 

panels of thousands of listed companies from 40 countries, the author has found that 

since the trade war, the income, profits and capital stock of companies that have traded 

with China have declined, while against the United States. It has always been 
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beneficial. Damage to China's export risks, especially for producers of intermediate 

products and capital goods, suggests that China's demand for commodities that form 

part of the supply chain or are more sensitive to business cycles and policy 

uncertainties slows. There are signs that companies around the world have been able 

to replace China's exports to the US in industries targeted by US tariffs, but there is no 

indication that they have benefited from Chinese tariffs. (Felipe, 2019) 

Except the US and China stock market, the global market all have general similar 

trends, especially in April 2018 and December 2018. 

   Figure 3 Euro stock market

 Figure 4 Japan stock market 

 Figure 5 Unite Kingdom stock market 
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 Figure 6 Canada stock market 

2.4 strategies an American investor should make to reduce risks on stock market 

China may be willing to make concessions to some extent. What China may want to 

do is to commit to buying more goods and services to the United States, to provide 

greater market access for US companies, to reduce subsidies to its local industries, to 

reduce compulsory technology transfer by US companies, and to strengthen intellectual 

property protection. Law enforcement and making the verification of all these 

commitments more transparent. Although the United States may no longer stop the 

trade war, the increasing tariffs already imposed on Chinese goods may not be 

cancelled soon. In this regard, China will not abolish most of the tariffs already imposed 

on products imported from the United States in accordance with the policy spirit of tit-

for-tat. A temporary ceasefire may be reached, but the trade war may last for a long 

time. The final assembly phase of many industries may leave China, but not necessarily 

the entire production process. If the trade war escalates, Hong Kong may become a 

victim of trade wars. 

 

 

3. Methodology & Data 

3.1 Data 

3.1.1 Dataset 
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I plan to use secondary data from Bloomberg and the United States Census 

Bureau. Bloomberg provides financial and business professionals with data, news and 

analysis tools. Bloomberg's main products and services are divided into financial 

products, Bloomberg News and media services and industry products. I use the 

Bloomberg Terminal, which provides real-time market data covering financial markets 

and securities, covering fixed asset, stock, foreign exchange, commodities and 

derivatives, all of which are seamlessly integrated and delivered to customers in real 

time via PCs or mobile devices. Information. Meanwhile, the United States Census 

Bureau provides statistics on US national, people, and economic censuses. It also 

provides data about foreign trade from 1985 to 2019. 

My topic is US-China trade war and its impact on stock market, so I plan to run an 

analysis to examine the how the trade war impact stock market in the US and China. I 

will collect data about Dow Jones index to show the stock market condition. In addition, 

I will collect the average change of tariff and the foreign trade goods balances between 

US and China from 2009 to 2019 to show the trade war influence. 

 

3.1.2 sample size 

My sample is the data of Dow Jones index in six specific dates, because these 

dates, China retaliated against the tariffs of the United States. It can help me to analyze 

the relationship between the price of stock market and the average change of tariff.   

 

 

3.2 Methodology 

3.2.1 Methodology 
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In this thesis, I plan to use multiple regression analysis how US stock markets 

moved during US-China trade war, and the relationships between independent 

variables (US stock market price) and dependent variable (the average change in tariff, 

the foreign trade goods balances between US and China) in excel.   

3.2.2 Model  

Because the US-China trade War started from 2018, the new topic is difficult to find 

a reliable model, so the equation is based on Yongfei Yang’s model about the factors 

affecting stock price index.  

US Stock Price = a+ bi the average change in tariff + b2the foreign trade goods 

balances + ei 

I will use t-test to test my hypotheses that US-China Trade Goods have relationship 

with the US stock market. If the p-value is equal or less than 0.05, the hypotheses is 

valid, and vice versa. 

 

 

4. ANALYSIS & FINDINGS 

4.1 Result 

The p-value is larger than 0.05, so the null hypothesis cannot be reject, which 

means that the relationship between US stock price and US-China trade war cannot be 

proved based on the above equation.  

 

4.2 Limitation 

 This thesis only uses six specific dates as the sample, so the limited sample size 

may not clarify the relationship and it may cause error. In addition, the factors 
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influencing stock market is complex, so some other factors may impact stock market 

price change.  

 

5. Conclusion 

 This thesis discusses the background of this trade war and the impact on stock 

market. However, it does not clarify how trade war impacts on stock market, while it still 

can contribute the future study to avoid some mistakes. 
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7. Tables and Figures 

Table 1 Regression Result  

 coefficients standard T Stat P-value 

intercept 368.6294877 1652.709098 0.223045597 0.837824056 

X Variable 1 0.021050798 0.047358579 0.444498096 0.686793426 

X Variable 2 93.66285198 61.72020602 1.517539523 0.226415715 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



8. APPENDIX 

8.1 US-China trade goods balance 
 

 
 
8.2 Change in Dow Jones Index 
 

 
 
 
8.3 Average change tariff 
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