
Nobody Wins a Trade War
August 2019

U.S. manufacturing activity has fallen sharply as more businesses 
report a growing sense of uncertainty and supply-chain difficulties.

The Story

As the U.S.-China trade war drags into its second year, both 
economies are feeling the strain. Global supply chains are highly  
interconnected, and tariffs levied by each country are creating 
large distortions in the marketplace. With tariffs on $250 billion 
worth of Chinese goods, U.S. imports from China have dropped 
12 percent in the first five months of 2019, compared to the 
year before. But instead of the tariffs forcing production back to 
the U.S., as the White House had hoped, many companies are 
relocating to lower-cost Asian markets. Vietnam, Taiwan, and 
South Korea have all seen exports to the U.S. boom as
manufacturers move production out of China.

The loss of factories and manufacturing capacity have stifled 
China’s already weak economy. The country’s gross domestic 
product – the widest measure of economic activity – recently 
dropped to the lowest level on record of 6.2 percent. As the second 
largest economy in the world, China’s lingering weakness could 
have negative spillover effects across the globe.

China’s economic growth has fallen to the lowest level since the 
government began publishing official statistics. While growth has been 
in a long-term downtrend, the trade war has accelerated the decline.

Source: Institute for Supply Management, Manufacturing PMI

Employment growth boomed in the U.S. manufacturing sector 
following the 2016 presidential election but has contracted since the 
U.S. first imposed China-specific tariffs in July 2018. 

Source: China National Bureau of Statistics

As tariffs continue to be levied on Chinese goods, U.S. importers are 
sourcing products from other Asian countries. Imports from South 
Korea, Taiwan, and Vietnam have all grown by double digits since 2018.

Source: U.S. Bureau of Labor Statistics

Source: U.S. Census Bureau Foreign Trade Data
Note: Period is Jan - May 2018 to Jan - May 2019

U.S. Manufacturing Slumps

While China has felt the brunt of the trade war, parts of the U.S. 
economy are struggling as well. U.S. manufacturing, once thought 
to benefit from the tariffs on China, is feeling the impact of 
rising uncertainty and supply-chain interruptions. As the sector is 
highly dependent on production inputs from China, the tariffs have 
forced U.S. companies to find new suppliers in other countries or 
pass the tariff cost on to customers. These difficult choices have 
dampened previous optimism in the sector. The employment 
growth seen in manufacturing after the 2016 presidential
election has slowed sharply since the trade war began. And, overall  
manufacturing activity, as reported by the ISM Manufacturing 
Index, has fallen to the lowest level since 2016.
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Additional Market Overview

STOCKS AND BONDS

Stocks Breaking All-Time Highs: As of July 23, 2019

As of 
July 23, 2019

Target Federal 
Funds Rate

Prime Rate
New Car Loan 

48-Month

5-Year Adj 
Mortgage 

(ARM)

15-Year 
Mortgage Fixed

30-Year 
Mortgage Fixed

Jumbo 
Mortgages 

$417K+

Rate % 2.25 - 2.50 5.50 4.64 4.20 3.31 3.86 4.24

Yearly Change +0.50 +0.50 +0.75 -0.21 -0.73 -0.75 -0.21

A division of Zions Bancorporation, N.A. Member FDIC As of July 24, 2019

Source: MarketWatch

Top 5* Cryptocurrencies: As of July 22, 2019

Price Yearly Change

Bitcoin (BTC) $10,294.37 +36.74%

Ethereum (ETH) $217.83 -52.56%

Ripple (XRP) $0.32 -28.89%

Litecoin (LTC) $95.54 +14.58%

Bitcoin Cash (BCH) $312.36 -60.47%

Source: coinmarketcap.com
*Ranking determined by market capitalization

COMMODITIES AND FUTURES

As of July 23, 2019 Yearly Change

Crude Oil 56.24 -18.19%

Natural Gas 2.30 -15.46%

Gasoline (RBOB) 1.85 -10.80%

Live Cattle 108.90 +0.69%

As of July 23, 2019 Yearly Change

Gold 1,422.20 +16.10%

Silver 16.45 +6.23%

Corn 428.25 +16.77%

Wheat 487.75 -4.50%

Source: S&P Dow Jones Indices LLC

INTEREST RATES

Source: MarketWatch

U.S. 3-Month Note Yield Higher than 2, 5, and 10-Year: As of July 23, 2019

Source: Wall Street Journal

Source: Wall Street Journal
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