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Unlike Trade War 1.0 in 2018, China was ready for Trade War 2.0 in 2025, as evidenced by
the rapid adjustments to its economic growth strategy (trade counterparty diversification,
fiscal stimulus, currency weakness), as well as the implementation of its retaliatory policy
toolkit as needed (i.e., rare earth restrictions, cessation of US agriculture purchases).

Despite elevated US-China trade conflict, China’s export market has surged in 2025, with its
trade surplus rising above $1 trillion for the first time ever.

At the same time, a structural shift toward higher-value goods (electric vehicles, high tech,
advanced machinery) has helped offset the double-digit decline in exports to the US. Weak
domestic consumption, a protracted property market slump and increased domestic
production have also suppressed import levels helping to drive China’s surplus higher.

China’s Export Market Resilience

Despite US-China policy escalation, China’s export market has surged in 2025, with its
trade surplus rising above $1 trillion for the first time ever. In the first 11 months of

2025, China's exports increased 5.4% y/y to $3.4 trillion while imports declined nearly
1% to $2.3 trillion.
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China Diversifying Away from Developed to
Emerging Markets

Chinese exports to the US have declined sharply in 2025. China nonetheless drove a
record $1.1 trillion YTD trade surplus by redirecting export volumes toward both Emerging
Markets (Southeast Asia, Africa, Latin America) and non-US Developed Markets (EU).

Change in China’s cumulative goods exports by destination, y/y (Feb - Sep 2025)
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US-China Trade Continues to Decline

China’s market share of US imports has declined precipitously from its peak in March 2018,
declining by more than 50% over the last seven years, and likely heading lower from here.
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China’s Manufacturing Strength

China’s exports have evolved considerably since joining the WTO in 2001, from low-cost
manufacturer to goods with higher value technology and industrial content. China’s
largest single export category in 2024 was electronics and electrical equipment, followed
by machinery and automobiles.
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China’s Historic Trade Surplus
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At over $1 trillion, China’s trade surplus is more than 4x larger than Germany's, the world’s

third largest economy, third largest exporter of goods, and second largest trade surplus.
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Largest global trade balances, USD bn (2024)
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Diverging US & China Trade Balances

Since 2000, US trade deficits have mirrored the growth in China’s trade surplus. Following
China’s accession to the WTO in 2001, its trade surplus grew rapidly as production and
export capacity outpaced domestic consumption and imports. Concurrently, the US deficit
deepened, driven by its low savings rate and strong consumer-driven economy.

US & China trailing 12 months trade balance, USD bn
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Strategic Weakening of CNY

Following President Trump's election, China’s currency has declined more than 5% in
2025 YTD, a strategic and policy-induced tailwind for China’s export market. Significant
economies of scale and domestic deflationary pressures have also provided cost
advantages for Chinese exporters.

Trade-weighted CNY since Jan 1, 2024
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Source: Bloomberg, “Trump’s Endless Trade War Will Damage US as Well as China” (Orlik). Data as of December 8, 2025. China’s General Administration of Customs. 2025 data through
November. Oxford Economics, “Exports Shift from Western Consumers to EM Supply Chains.” US Census Bureau. Data is 12-month average through August 2025. IMF. Trade surplus data
for countries (ex-China) are through 2024. China trade surplus data through November 2025. UN Comtrade. Data as of 2024.
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“Macro stability isn’t everything, but without it, you have nothing.”
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