Trump’s proposed tariff cut still keeps US-China trade barriers near historic highs
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US President Donald Trump recently proposed a significant reduction of tariffs on Chinese imports to 80%, down from the current rate of 145%. This announcement, made via a post on Truth Social, has stirred considerable speculation regarding the upcoming trade negotiations taking place in Switzerland. Treasury Secretary Scott Bessent is poised to lead the discussions, which aim to ease the trade tensions that have strained economic relations between the world’s two largest economies.
The proposed cut, while substantial, would still maintain historically high tariff levels, illustrating the unprecedented economic pressure stemming from the ongoing US-China trade conflict. In fact, Trump's proposition would push the average effective US tariff rate to 11.1%, the highest it has been since 1943. This escalation has already resulted in a contraction of bilateral trade from approximately $661.5 billion in 2018 to around $582.4 billion in 2024, marking a stark decline in what was once seen as an unparalleled trading relationship. Analysts have drawn comparisons between current events and the Smoot-Hawley Tariff Act of 1930, which is credited with exacerbating the Great Depression through retaliatory measures that ultimately resulted in a collapse of global trade.
As these discussions unfold, the repercussions of the trade war extend beyond mere tariff numbers. Since the imposition of the latest round of tariffs, markets have felt the strain, with stock values fluctuating dramatically. The market reaction was swift; US stock futures notably fell after Trump's latest comments, erasing earlier gains, and the S&P 500 remains stagnant compared to international indices. Goldman Sachs has revised its GDP growth forecasts downward for both China and the US, indicating a potential long-term decline in economic performance due to ongoing tariffs and retaliatory measures.
It is not just the stock market that is reeling from this trade war. The average American household could see an increase of around $1,200 in annual costs, a burden that disproportionately affects lower-income families. Furthermore, supply chains are undergoing immediate disruptions, exemplified by a dramatic 64% drop in ocean container bookings from China to the US, signalling potential retail shortages in the near future. Economists have predicted job losses extending beyond direct trade sectors, with an estimated loss of 664,000 jobs across the US economy, including 22,000 specifically within the steel and aluminum industries.
In response to the tariffs, China has already crafted an extensive economic strategy aimed at mitigating the impacts. Plans include an infusion of 6 trillion RMB (approximately $823 billion) into government spending for 2025, alongside cuts to reserve requirements and policy interest rates intended to bolster economic stability. Chinese manufacturers are also diversifying trade routes, rerouting exports through third countries to dodge the substantial tariffs imposed by the US. As relationships with Southeast Asian nations and the European Union strengthen, China seeks to decrease its reliance on the US market.
The unfolding trade talks in Geneva, featuring senior officials like Vice Premier He Lifeng and US Trade Representative Jamieson Greer, represent a crucial juncture in navigating these complexities. Expectations for immediate breakthroughs remain low, with both sides harbouring hardened stances. Washington’s insistence on reducing its trade deficit and requiring reforms from China contrasts sharply with Beijing’s desire for recognition as an equal partner and clarification on US demands. The talks are viewed not as a definitive resolution but rather as a necessary step to avoid further economic escalation.
Overall, the interconnectedness of these economic dynamics underscores a critical moment in global trade relations. While the potential for dialogue exists, the path to resolution is fraught with challenges as both nations grapple with the tangible impacts of their escalating tariffs. As expectations heighten around the discussions in Switzerland, it remains imperative for both sides to seek common ground to avert a deeper economic crisis that could echo the lessons of history.
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