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● Proportion of trade controlled by government is key in WTO 
definition of market economy. 
 
● China: 
 

 
  



3 
 

● Protectionism on the rise: 
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● China’s tariff protection in perspective: 
 

 
 

 ● But protection through industrial policy matters! 
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● Chinese exports of steel to the U.S.: 
 

 
 

● Now steeling for the “Nuclear Option”? 
 
● Section 232 Investigation, Trade Expansion Act of 1962, imports 
and national security.  
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● Who (in the U.S.) would lost most from trade war? 
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● The Retreat of the Renminbi (Steil & Smith, Project Syndicate, 
June 22, 2017): 

- Use of RMB in global payments doubled between April 2014 and 
August 2015 to 2.8% of total, good for 4th most used currency in 
the world.  

- Since then RMB’s share in global payments has fallen to 1.6% 
(7th place). 

- Use in global bond markets down 45% from 2015 peak. 

- RMB deposits in Hong Kong banks down by half. 

- 35% of China’s cross-border trade was settled in RMB in 2015 
(with most of the remainder in dollars), that share is now about 
12%. 
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● What is going on with the exchange rate? 
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● But PBOC has mostly been intervening to prop up the RMB 
lately: 
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● Watch out for monetary policy normalization: 
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The figures in these slides come from a variety of sources. Here is additional information relative to that contained in the figures 
themselves: 
Page 2: From a tweet by Caroline Freund on June 22, 2017. 
Page 3: From the BIS Annual Report, June 25, 2017. 
Page 4: From Huang and Lardy, “Is China the Most Protectionist Country? No, Not By a Long Shot,” PIIE, June 20, 2017. 
Page 5: From Miller, “Trump Faces Laugh Test As He Weighs Nuclear Option for Steel,” Bloomberg, June 27, 2017. 
Page 6: From Noland et Al., “Assessing Trade Agendas in the US Presidential Campaign,” PIIE, September 2016. 
Page 8: From Setser, “A Few Words on China’s ‘New’ Exchange Rate Regime,” CFR, May 30, 2017. 
Page 9: From https://tradingeconomics.com/china/foreign-exchange-reserves. 
Page 10: From a tweet by Holger Zschaepitz on June 28, 2017. 


