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insight

China strikes BaCk with retaliatory tariffs

The latest salvos in the US-China trade war raise the 
pressure on both economies and threaten to fray supply 
chains even further or sever them completely. Recession 
fears stemming from the escalation have caused volatility 
in financial markets worldwide. 

Both the US and China’s fourth round of tariffs include 
additional chemicals, finished plastics and other important 
chemical end-market products.

The US rolled out 10% tariffs on an additional $300bn in 
imports from China on 1 August set to come into effect on 1 
September. 

However, after a sharp decline in the US stock market, the 
government on 13 August decided to phase in some of the 
tariffs on 1 September, and the rest on 15 December to 
avoid higher costs for certain consumer goods ahead of the 
holiday season. China then responded on 23 August with 
retaliatory tariffs of 5-10% on an additional $75bn in imports 
from the US. 

US President Donald Trump immediately hit back with a 
threat to slap an additional 5% in tariffs on top of existing 
25% tariffs on a combined $250bn in imports from China 
to take effect on 1 October, and to boost tariffs on the 

China rolls out retaliatory tariffs, hitting more US bulk commodity chemicals while the US prepares to 
ramp up tariff rates further. US PVC, LDPE and PC exports are under threat

additional $300bn in imports from 10%, to 15% - to be 
phased in on 1 September and 15 December.

“At the moment, China is taking a reactive approach as 
Trump introduces new tariffs and we would expect this 
approach to continue. Each move by Trump will lead to 
a response by China, as they can’t afford to blink - the 
downside for their global standing would be huge,” said 
Paul Hodges, chairman of consultancy International 
eChem.

The US’ latest, or fourth, round of tariffs have little impact 
on bulk commodity chemicals China sends to the US. 
However, there are major impacts from China’s retaliatory 
tariffs on US bulk commodity chemicals.

new tariffs on Us PVC, lDPe, PC
China’s fourth round of tariffs on $75bn of imports from 
the US include new tariffs on a large volume category of 
polyvinyl chloride (PVC), low density polyethylene (LDPE), 
polycarbonate (PC), caprolactam and phthalic anhydride (PA).

The US has ramped up exports of LDPE to China while 
exports of high density (HDPE) and linear low density PE 
(LLDPE) declined after HDPE and most grades of LLDPE 
were put under 25% tariff by China in August 2018.

US CHEMICAL EXPORTS HIT BY CHINA TARIFFS - ROUNDS 2, 3, 4
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Source: ICIS Supply and Demand Database, USITC. Shows only chemicals with volume of at least 10k tonnes * HTS codes 3206.11 and 3206.19 – pigments and preparations based on TiO2
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Round 4 adds 5% to existing tariffs
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US LDPE to China will be subject to 10% tariff on 15 
December and PC to 5% tariff on the same date. US capro 
and PA come under 10% tariff on 15 December but US 
volumes to China for these products are minimal.

In the first half of 2019, the US exported around 154,000 
tonnes of LDPE to China, more than the 102,000 tonnes 
for all of 2018, according to the ICIS Supply & Demand 
Database.

In the same period, the US exported about 180,000 tonnes 
of PVC to China, a somewhat higher pace than the 337,000 
tonnes for all of 2018.

“China’s decision to impose trade-war tariffs on US LDPE 
was predicted by ICB in our article on 9 August. This 
was an obvious move as China is hitting the US where it 
hurts, in a very vulnerable part of its economy,” said John 
Richardson, senior ICIS Asia consultant. “What seems 
likely to happen next as the trade war escalates is that 
China duties on US LDPE will rise to 25%, in line with the 
duties already levied on HDPE and LLDPE.”

China can also take non-tariff measures to hinder US access 
to its market through customs administratives, he noted.

“The US was very successful in the nine months from 
October to 2018 until June 2019 in exporting more to other 
destinations to compensate for the drop-off in China trade. 
But the problem now is that the trade war threatens a 
global recession. The US ability to rebalance its exports will 
be greatly diminished as PE demand everywhere declines,” 
said Richardson.

“The core of the issue is that China drives the global 
economy and so the US trade war places the global 
economy in jeopardy,” he added.

PilinG on eXistinG tariffs
China’s latest fourth round of planned tariffs on $75bn in 
imports from the US not only puts new chemicals under 
tariff, but also raises duties for many US chemicals already 
under tariff in previous rounds.

US bulk commodity chemicals covered by ICIS already 
under tariff by China and now threatened with additional 
increases include HDPE, LLDPE, polypropylene (PP), 
ethylene vinyl acetate (EVA) copolymers, titanium dioxide 
(TiO2), polyethylene terephthalate (PET), polystyrene 
(PS), expandable PS (EPS), acrylonitrile butadiene styrene 
(ABS), styrene acrylonitrile (SAN), polyamide, polymethyl 
methacrylate (PMMA), chlorine, caustic soda, polyacetal 
(POM), paraffin wax, sulphuric acid, ammonia as well as 
urea. Other key products on which existing tariffs will be 
raised include phenolic resins as well as polyurethane.

Upstream, tariffs on liquefied propane are expected 
to increase as well, which would impact liquefied 
petroleum gas (LPG) for crackers as well as for propane 
dehydrogenation (PDH) plants in China.

Additional China tariffs on most of these US products 
above are expected to rise by 5% on 1 September. US 
ammonia and urea will see additional tariffs of 10% - both 
on 15 December. 

Liquefied propane will get hit with an additional 5% tariff on 
15 December.

However, volumes of US exports of chemicals to China 
vary in significance. 

For products where China tariffs are increasing, the most 
significant based on first half 2019 volumes include LLDPE, 
HDPE, PS, EVA copolymers and PP, even as volumes 
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declined sharply after tariffs were put in place in 2018.

In the first half of 2019, the US exported about 97,000 
tonnes of LLDPE and 91,000 tonnes of HDPE to China, 
along with around 18,000 tonnes of PS, 15,000 tonnes of 
EVA copolymers and 11,000 tonnes of PP - all down heavily 
versus first-half  2018 levels, according to the ICIS Supply 
& Demand Database.

For some products on the list, such as chlorine and caustic 
soda, the US exports zero or minimal volumes to China.

the BiG PiCtUre
Overall, the ratcheting up of tariffs is crushing global 
business confidence at a time when manufacturing activity 
is on the decline, particularly in China and Europe. US 
manufacturing has fared the best but is losing momentum 
fast, evidenced by manufacturing PMIs (Purchasing 
Managers’ Indexes).

The more economic pain this inflicts on both the US and 
China, the greater the incentive to make a deal. 

Things may have to get much worse before any such deal 

is possible. And of course, politics on both sides only add 
complexity and uncertainty.

Chemical companies that have been hoping for a deal must 
be prepared for no deal and further escalation in the long 
haul.

Hodges compares what companies are going through to 
Elizabeth Kubler Ross’ “5 Stages of Grief”.

Most are beyond the denial stage and some even the anger 
stage Now some companies are moving into bargaining 
mode and working out how to restructure their business to 
survive and prosper in this “New Normal” world.

“US companies, for example, are starting to shift part of 
their supply chains out of China, and focusing on other 
export markets such as Europe to replace lost Chinese 
markets,” said Hodges.

“But as Kubler Ross so wisely noted, not everyone moves 
at the same speed – and our conversations suggest most 
people still nourish a hope that they will wake up one 
morning and find it has all been a bad dream.”

China’s latest round not only puts new chemicals under tariff, but also raises 
duties for many US chemicals already under tariff in previous rounds


