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Breaking News. In response to President Trump's and the USTR's
announcement that the United States would move forward with a 2-
step approach, beginning on September 1, 2019, to begin assessing
additional duties on the remaining $300 billion worth of Chinese
imports (the so-called "fourth tranche" of Section 301 tariffs), the
Chinese Customs Tariff Commission of the State Council announced
on Friday that China will impose additional tariffs of 5% - 10% on US
imports, worth approximately $75 billion. Chinese tariffs on $75 billion
in US goods will be imposed on a rolling basis on September 1 and
December 15, 2019; the same dates that Trump’s 4th tranche is due to
phase in. In addition, the Chinese State Council said it decided to
resume imposing additional tariffs of 25% on American-made
automobiles and 5% on American-made auto parts starting from 12:01
pm, on December 15, 2019.
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Within hours after the official announcements from Beijing on Friday
morning, President Trump's trade team downplayed Beijing's
response on news shows and described it as “expected.” President
Trump, however, did not have the same reaction, and less than an
hour later the President took to Twitter, warning that his
administration would be meeting later that day and would respond in
kind. Trump boldly claimed that the US did not need China as a
trading partner (suggesting that a decoupling of trading relationships
was in order). Then, taking another unprecedented step (at least one
not taken since President Jefferson in 1807), Trump Tweeted: “Our
great American companies are hereby ordered to immediately start
looking for an alternative to China, including bringing your companies

HOME and making your products in the USA.”
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Carrying out with his morning Twitter tirade, President Trump returned
Friday evening before his departure to the G7 Summit in France with a
series of deafening and some might argue illegal proclamations by
announcing through Twitter (@realDonaldTrump) a new round of tariff
increases on all Chinese goods that had previously been affected.
Before stepping onto Air Force One for his departure to the G7, Trump
was asked by reporters on what authority he had to carry out his earlier
order that US companies leave China, to which he responded, “I have
the absolute right to do that, but we'll see how it goes.” Later, Trump
explained that he was referring to the 1977 International Emergency
Economic Powers Act. Trump had threatened back in the spring to use
this same Act against Mexico if it did not slow the passage of migrants
from Central America. According to the Congressional Research Service,
the Act has never been used to invoke tariffs, or take the
unprecedented act of attempting to order US companies out of a
foreign country.
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The USTR quickly confirmed President Trump's tariff instructions by
announcing its decision to increase by 5% the existing tariffs on
approximately $550 billion worth of Chinese imports. This round of
increases would apply to all of the current four tranches of the Section
301 tariffs. Specifically, for the 25% tariffs on approximately $250 billion
worth of Chinese imports (the first three tranches), the USTR will begin
the process of increasing the tariff rate to 30%, effective October 1,
2019. In addition, for the fourth tranche 10% tariffs on approximately
$300 billion worth of Chinese imports that the President announced
earlier this month, the tariffs will now be increased to 15%, effective
separately on the already scheduled dates for tariff increases on these
imports. Following past practice and required rule making policies,
these proclamations must proceed through what has become a
proforma public comment period before going into effect and being
officially announced in the Federal Register.
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Below is a chart that tracks the dates, tariff rates and scheduled
increases of each tranche of Section 301 tariffs ordered by the
President since last year.
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Tranches | Original Original Increase Increase Increase | Increase
itk Rate Effective Date | Rate Effective Date | Rate Effective Date
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i %

Tranche 1 | 25% 07/06/2018 30% 10/01/2019
Tranche2 | 25% 08/23/2018 30% 10/01/2019
Tranche3 | 10% 09/24/2018 25% 05/10/2019
Tranche 4A | 10% 09/01/2019 15% 09/01/2019
Tranche 4B | 10% 12/15/2019 15% 12/15/2019

It is expected that the USTR will publish additional details for the
proposed increases in the Federal Register in the coming days. In the
meanwhile, the Chinese Ministry of Commerce immediately
responded on Saturday that "China firmly opposes" the new round of
additional tariffs on about $550 billion worth of Chinese imports.
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This recent escalation in trade tensions sent the markets into a freefall
and renewed credible conversations of a global recession. With
economies in China, throughout Europe and now the US cooling, the
continued trade war has now become mainstream headline news.
The next several days are likely to be a frenzy of countervailing moves,
threats and general uncertainly that are likely to send shivers through
the markets.
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We will continue to follow tariff and trade actions of both countries,
and report back when more news is coming in the following days and
weeks.
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