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The first phase of modern trade tensions—often referred to as 
‘Trade War 1.0’—unfolded between 2018 and 2020, marked by 
escalating tariffs and shifting global trade policies. This report 
provides a historical analysis of that period, distinguishing it from 
the evolving landscape of ‘Trade War 2.0’ today.

The objective of this report is to examine the origins of key trade 
policies, their economic impact, and their effects on countries, 
regions, and industries. This analysis does not seek to predict 
future developments but rather to provide a factual framework for 
understanding past trade disputes and their potential relevance to 
broader market trends. 

The following sections will present a comprehensive overview, 
detailing the tariffs imposed or considered, their macroeconomic 
implications, and sector-specific consequences. This structured 
review aims to offer context for evaluating how trade dynamics have 
evolved and what lessons may be drawn from prior trade conflicts.

Trade War 1.0 started in 2018, driven by U.S. tariffs aimed primarily 
at China, with other nations drawn in over time. Global trade growth 
slowed to about 1% in early 2019—one of the weakest rates since 
2012—due to new trade barriers and uncertainty. The IMF estimated 
this shaved about 0.8% off global GDP by 2020 compared to a no-
trade-war scenario. In simple terms, the world economy grew a bit 
slower than it might have otherwise.

Tariffs, which are taxes on imports, affected multiple parties. By 
2019, the U.S. had placed 25% tariffs on $370 billion of Chinese 
goods—about two-thirds of its imports from China—while China 
responded with tariffs on $110 billion of U.S. goods, nearly all its 
U.S. imports. Other countries, including the EU and Canada, faced 
U.S. tariffs on steel and aluminum and countered with their own 
measures. This shifted costs across global trade.

In the U.S., research showed consumers and businesses bore 
much of the tariff burden, with household costs rising by around 
$419 annually in 2018, potentially doubling if more tariffs had taken 
effect. Companies importing goods faced higher expenses, either 
absorbing them or passing them on. China saw U.S. demand for its 
exports drop, contributing to its GDP growth slowing to 6.1% in 2019, 
a 30-year low. A weaker yuan helped offset some of this by making 
Chinese goods cheaper abroad.

The U.S. experienced an estimated loss of 300,000 jobs and 0.3% 
of GDP by late 2019, particularly in manufacturing and agriculture. 
Equity markets felt it too, dropping $1.7 trillion at one point as 
investors reacted to uncertainty. A goal of reducing the U.S.-China 
trade deficit saw mixed results—it fell from $418 billion in 2018 to 
$342 billion in 2019, but rose to $355 billion by 2021, while the 
overall U.S. deficit grew. Imports shifted from China to countries like 
Vietnam and Mexico, with $35 billion less from China but $21 billion 
replaced elsewhere.

Inflation rose slightly in the U.S., adding to household expenses, 
while tariff revenue helped fund farmer support. China offered tax 
relief to its manufacturers. Overall, Trade War 1.0 brought slower 
growth, higher costs, and redirected trade patterns.  

Tariffs, Markets, And Policy: 
Understanding Trade War 1.0 

Macroeconomic Recap Of 
Trade War 1.0 
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Here’s a snapshot of the key tariff moves from 2018 to 2020:

U.S. ON CHINA
Starting in 2018, 25% tariffs hit $250 billion of Chinese goods 
(machinery, electronics, etc.), with 7.5% on $120 billion (consumer 
items) by late 2019 after the Phase One deal paused further 
increases. Most remained in place by 2020. 

CHINA ON U.S. 
China responded with 5%–25% tariffs on $110 billion of U.S. goods, 
targeting agriculture (soybeans, pork, etc.) and autos. Some eased 
after Phase One, but many persisted. 

STEEL AND ALUMINUM
In 2018, the U.S. imposed 25% steel and 10% aluminum tariffs 
globally. Canada, Mexico, and the EU retaliated (e.g., EU tariffs on 
U.S. whiskey, motorcycles, etc.), though agreements later lifted 
some—Canada and Mexico in 2019, and EU quotas by 2021.
 
AUTO TARIFF THREATS
The U.S. considered 25% tariffs on EU and Japanese cars in 2019 
but delayed them, using the possibility as leverage. 

OTHER MOVES
U.S.-EU tariffs over Airbus/Boeing subsidies (e.g., 25% on French 
wine) ran from 2019 to 2021 before pausing. Threats against  
Mexico (immigration-related) and France (digital tax) surfaced  
but didn’t materialize. 

PHASE ONE OUTCOME
Signed in 2020, China committed to $200 billion in U.S.  
purchases over two years, but reached only 57%, leaving  
some issues unresolved. 

This was the tariff playbook of Trade War 1.0—a mix of action, 
reaction, and a partial pause.

UNITED STATES 
The U.S. introduced tariffs to address trade imbalances and 
practices like IP concerns. By late 2019, this led to about 300,000 
fewer jobs and a 0.3% GDP dip. Consumers saw costs rise by 
$400–$800 yearly, and farmers faced export losses—offset by $28 
billion in government aid from 2018 to 2019. The trade deficit with 
China shrank briefly but later grew, while overall deficits expanded. 
Some sectors, like steel, gained temporarily; others, like tech, faced 
cost pressures.
 
CHINA 
China’s exports to the U.S. dropped under tariffs, slowing GDP 
growth to 6.1% in 2019. A weaker yuan and redirected trade to  
other markets softened the impact. Retaliatory tariffs hit U.S. 
agriculture and autos, while China boosted domestic tech and 
manufacturing efforts.
 
EUROPE
The EU dealt with U.S. steel tariffs and countered with measures 
like tariffs on U.S. bourbon. Threatened auto tariffs didn’t hit, sparing 
firms like BMW. Europe also gained some trade, such as pork sales 
to China, as U.S.-China flows shifted.
 
EMERGING MARKETS
Vietnam and Mexico saw export booms as production moved 
there—Vietnam’s U.S. sales surged, and Mexico grew under NAFTA 
rules. Brazil filled China’s soybean gap after U.S. exports fell. These 
shifts highlighted trade adaptability. 

Tariffs In Action: 
What Took Place 

Country And Region Effects 
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AGRICULTURE
U.S. farmers faced steep export declines—soybean sales to China 
plummeted after a 25% tariff, costing billions. Government aid of 
$28 billion helped, but Brazil gained long-term market share. 

MANUFACTURING AND AUTOS
Steel tariffs aided U.S. producers like Nucor briefly but raised costs 
for firms like Caterpillar. Autos saw export challenges—Tesla raised 
prices in China due to a 40% tariff.
 
TECHNOLOGY
Companies like Apple faced tariffs on items like AirPods, cutting 
margins. Chipmakers, like NVIDIA, are worried about China sales 
drops. Some shifted to Vietnam or India.
 
RETAIL
Retailers, like Walmart, saw cost increases on Chinese goods—
Hasbro moved toy production to Vietnam to adapt. Prices edged  
up for consumers.
 
Export-heavy sectors struggled, while some domestic producers 
saw short-term gains. Flexibility in supply chains proved key. 

The experience of Trade War 1.0 illustrates how tariffs introduced 
economic challenges, including slower growth, higher costs, 
and shifts in global trade patterns. While most U.S.-China tariffs 
remained in place post-2020, their impact varied by region and 
sector. Some industries adapted by restructuring supply chains, 
while others absorbed higher costs or experienced long-term 
losses in market share.
 
A key takeaway is that trade policy uncertainty can create volatility, 
influencing business investment, corporate earnings, and inflation 
beyond the immediate effects of tariffs. Understanding these 
dynamics remains critical as global trade policies continue to 
evolve, shaping markets through shifting economic alliances, 
supply chain adjustments, and regulatory developments. 

Historical precedent suggests that trade tensions rarely result in 
definitive resolutions; instead, they evolve over time, with lasting 
effects that persist beyond initial policy disputes. Monitoring these 
patterns provides valuable context for assessing current and future 
economic shifts.

Closing Thoughts 

Sector Impacts
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This report is for informational purposes only and does not constitute investment advice, a recommendation, or an offer to buy or sell any security. It provides a general analysis of 
economic and market conditions but does not consider specific investment objectives, financial situations, or individual needs. Readers should conduct their own due diligence and 
consult with qualified professionals before making financial decisions.
 
All information contained herein is derived from sources believed to be reliable (see cited references); however, no guarantee is made regarding its accuracy, completeness, or 
timeliness. Market conditions, trade policies, and economic landscapes evolve, and past developments are not necessarily indicative of future outcomes. Investing involves inherent 
risks, including the potential loss of principal. No strategy can eliminate risk or ensure positive returns, particularly in volatile or uncertain markets.
  
This report has been prepared with the assistance of AI tools to enhance clarity and efficiency where appropriate. 


