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ARTICLE DETAILS ABSTRACT

Article History: China and the United States are the two largest economies in the world, the continued trade frictions and conflicts 
between the two sides not only pose a serious threat to the two economies, but also significantly hinder the 
recovery and growth of the world economy. The Philippines is the main trading partner of China and the United 
States, the Sino-U.S. trade war will have an impact on the Philippines’ trade and even the economy. This article 
discussed the current status of the China-U.S. trade war and the impact of the Sino-U.S. trade war on the Philippine 
economy and presented countermeasures and suggestions about it.
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1. INTRODUCTION

As two powers in the world with close trade relations, China and 
the United States have attracted much attention. The Sino-US trade 
relationship not only directly affects the development of their respective 
economies, but also has an indirect impact on the economic and trade 
of all countries in the world[1]. Therefore, whether China and the United 
States can maintain a good trade cooperation relationship plays a vital 
role in the stable development of the world economy. In the first half 
of 2018, China and the United States started a trade war, which not 
only posed a serious threat to the economies of the two countries, but 
also made the economic situation of countries around the world tenser. 
In particular, both China and the United States are the Philippines’ 
main trading partners, the Sino-US trade war will have an impact on 
the Philippines’ trade and even the economy[2]. Therefore, this article 
discussed the current status of the Sino-US trade war and its impact on 
the Philippine economy and provided countermeasures and suggestions 
about it.

2. THE STATUS QUO OF THE SINO-US TRADE WAR

In March 2018, the Ministry of Commerce of China announced a list of 
7 categories and 128 products imported from the U.S. to be levied, this 
is a response to the termination of concessions in the 232 Measures 
of the U.S. imports on steel and aluminum products. According to 
2017 statistics, the increase in tariffs involved an amount of 3 billion 
U.S. dollars, which was relatively equivalent to the previous amount 
of termination of concession by the United States, and the product 
structure of this tariff increase was also high-end. After Trump signed a 
large-scale increase of tariffs on China’s imports of about 60 billion US 
dollars in March, 2018, the trade friction between China and the United 
States has gradually evolved into a trade war. At present, the number 
of trade frictions between the United States and China continues to 
increase, as of June 2018, the United States has filed 172 trade remedy 
cases against China, of which the number of anti-dumping cases was 
the most, with a total of 151, in addition, there are 2 safeguard cases 

and 1 special safeguard case; the United States has ruled against China 
on 56 trade remedies that are currently being implemented. Moreover, 
the U.S. is increasingly punishing China’s trade remedy measures[3]. The 
U.S. trade remedy measures for Chinese exports have changed from a 
single method to multiple methods, and the punishment is more severe, 
which greatly reduces the market competitiveness of “Made in China” 
and affects the market share of Chinese products in the United States. As 
of 2020, Sino-US trade frictions and tariffs continue to remain extremely 
uncertain, and continue to affect global trade and investment plans.

3. THE IMPACT OF THE SINO-US TRADE WAR ON THE PHILIPPINE 
ECONOMY

3.1 The positive impact of the Sino-US trade war on the Philippines

3.1.1 Bring more Chinese investment to the Philippines

In response to the trade war, China will have greater motivation to 
diversify its export market and adjust and reorganize within the 
industrial chain. The ASEAN region is rapidly becoming a popular 
investment destination for Chinese companies, the Philippines has 
attracted a large number of Chinese auto manufacturer, electronic 
products company, BPO and other companies to invest because of its 
own industrial endowment[4]. Philippine Secretary of Trade and Industry 
Ramon Lopez said that China’s annual investment in the Philippines 
was only US$50 million; because of the uncertainty caused by the trade 
friction between China and the United States, China’s investment in the 
Philippines now amounts to approximately US$1 billion①.

3.1.2 Increasing Philippine exports to the U.S.

As the Sino-US trade war continues to escalate, the United States 
needs to seek other sources of imports, which is an opportunity for the 
Philippines to strengthen trade with the United States[5]. As the United 
States imposes stricter tariffs on Chinese imports, the United States 
may switch to importing Philippine electronic products, transportation 
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equipment, and non-agricultural products, such as chemical and 
rubber products, non-ferrous metals, and minerals[6]. According to the 
preliminary analysis of the National Economic Development Agency, 
increasing exports of these products to the United States contributed 
34.7 million U.S. dollars to the Philippines’ GDP in 2018, and it is 
expected to increase to 50.7 million U.S. dollars by 2022-2023②.

3.1.3 Chinese manufacturing may transfer to the Philippines and other 
countries

The Sino-US trade war will benefit China’s neighboring countries, 
including the Philippines. Some foreign-funded companies in China 
are likely to move their factories to Southeast Asia and other countries 
adjacent to China. China’s neighboring countries can provide viable 
relocation sites for companies that want to avoid the impact of escalating 
trade war. As a friendly neighbor of China, the Philippines has a large 
skilled and English-speaking workforce, so it may become an investment 
destination for thousands of factories seeking to avoid U.S. tariffs. In fact, 
manufacturers of clothing, shoes, coats and hats have already begun to 
move their Chinese factories to the Philippines.

3.1.4 The Philippine auto industry will benefit

Regardless of China or the United States, the main imported products in 
the auto industry are auto parts. As the Sino-US trade friction continues 
to intensify, the price of auto parts will also rise, and the production costs 
of Chinese and American car manufacturers will increase to a certain 
extent. Automakers will consider cost more, so the Philippines will 
benefit from it in the automotive industry, because the Philippines has 
a strong auto parts production and export industry, and most of them 
are used to support the Japanese supply chain. However, the Philippine 
foreign investment field is not attractive enough, the government should 
take certain positive measures.

3.2 The negative impact of the Sino-US trade war on the Philippine 
economy

3.2.1 The Sino-US trade war will impact the Philippine economy

As the Sino-US trade war escalates, global economic growth will decline 
rapidly. The Swiss Investment Bank released a research report in July 
2018, stating that due to the major unexpected factor of the Sino-US 
trade war, China’s economic growth rate in 2018 was reduced from 
6.6% to 6.5%, and the economic growth rate in 2019 will be reduced 
to 6.2% from the previous 6.4%. The U.S. economic growth rate in 2018 
will also drop from 3% to 2.9%, and in 2019 it will be reduced from 3.2% 
to 2.8%. Affected by this, the economic growth of many ASEAN member 
countries has also been adjusted down, such as Singapore (down from 
3.2% to 2.2%), Thailand (down from 3.8% to 3.3%) and Malaysia (down 
from 5.1% to 4.2%)③. Especially for the Philippines, both China and the 
United States are the Philippines’ main trading partners. The United 
States is the Philippines’ largest export destination, and China is the 
Philippines’ largest source of imports, the Sino-US trade war will have a 
negative impact on the Philippines’ trade and even the economy.

3.2.2 The Philippines is facing pressure for diversified development 
under trade tensions

Due to the trade tensions between China and the United States, Southeast 
Asian economies, including the Philippines, have difficulty diversifying 
their economic bases. Southeast Asian economies are beginning to feel 
nervous about recession and other global trends. Generally, the open 
Southeast Asian economies have been affected and slowed down, data 
showed that growth in the region is lower than expected in the first 
half of 2019. Under such circumstances, many countries have loosened 
their monetary policies to provide economic stimulus measures, but 
monetary policy alone cannot achieve economic growth. Uncertainty in 
future trade policies and more pessimistic business sentiment may be 
more serious. Although interest rate cuts should help support economic 
growth, interest rate cuts alone may not be enough to offset the impact 
of the global economic slowdown on regional growth, many countries 
still need to make efforts to diversify the economic base.

3.2.3 The Sino-US trade war intensifies the depreciation of the Philippine 
peso and inflation

As the escalation of the Sino-US trade war has enhanced the risk aversion 
in emerging Asian markets, the exchange rate of the Philippine peso to 
the US dollar fell to 54.31:1 on September 25, 2018, the lowest closing 
price since November 22, 2005, at its lowest point, it even fell to 54.5:1. 
In addition, although the Central Bank of the Philippines said it would 
continue to raise interest rates to combat the rising inflation rate, the 
Philippine market generally expressed pessimism. The inflation rate in 
the Philippines reached 6.4% in August, which was the highest value 
in nearly nine years④. Prior to this, the Philippine Central Bank raised 
interest rates three times in a row without achieving positive results. 
The Philippine economic community predicts that the inflation rate may 
reach 7%, and the peso/U.S. dollar exchange rate will fall below 54.5:1⑤.

3.2.4 The information and communication technology industry is 
blocked

In the Sino-US trade war, the Philippines’ information and 
communication technology industry will be greatly affected because it 
depends on China’s information and communication equipment parts. 
If there is any shift in the export supply chain of the information and 
communication technology industry, the Philippines will not benefit 
because of its weak control system. In addition, because the Philippines 
has the slowest internet speed in Asia, the digital ecosystem is seriously 
under-developed, which will further hinder investment.

4. COUNTERMEASURES AND SUGGESTIONS TO REDUCE THE 
IMPACTS OF THE SINO-US TRADE WAR

The Sino-US trade war will worsen the economic situation of the entire 
world, including not only China and the United States, but also emerging 
economies like the Philippines. In order to alleviate the risk of economic 
downturn, the Philippines needs to adopt policy measures to reduce the 
impacts of the Sino-US trade war on the Philippine economy.

4.1 Improving policies and regulations to attract more foreign 
investment

The Philippine government should seize the opportunity to attract 
thousands of Chinese companies to invest and set up factories in the 
Philippines. At the same time, proactive actions and more incentives 
should be taken to loosen foreign ownership laws and simplify 
onerous labor regulations; a series of laws and regulations should be 
formulated to reduce barriers to entry for foreign investment and 
provide convenience for foreign companies to set up in the Philippines. 
In addition to adjustments in the general direction, the Philippine 
government should also take a number of measures to protect the rights 
and interests of small and medium investors, increase the proportion 
of foreign investment holdings, and grant project tax incentives and 
subsidies to attract more foreign capital inflows, so as to better integrate 
into and adapt to the new international value chain.

4.2 Improving the business climate

The Philippine government should spend more time and efforts to fight 
against corruption, so as to avoid the adverse effect of bureaucracy and 
red tape on the business climate. Efforts should be made to improve the 
efficiency of government departments, standardize the government’s 
operational procedures, shorten the time of officers handling affairs, 
simplify the procedures for applying for different certificates, and try to 
achieve automated business processing through the network platform, 
so as to improve the business environment in the Philippines and 
promote foreign investment.

4.3 Increasing the diversification of export products and 
market  

The Sino-US trade war has spread to the Philippines. To benefit from 
the increased tariffs on Chinese products, the premise is that the 
Philippines’ exports to America must be able to compete with Chinese 
products. However, only a few products from the Philippines meet 
this requirement. To offset the negative impact and improve exports, 
the Philippines must diversify its export products and markets, and 
maximize its current trade exchanges. At the same time, the Philippines 
should sign new and higher-level trade agreements with more countries, 
especially European countries, so as to increase exports to slow the 
impacts of the Sino-US trade war on the Philippine economy.
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pines, 24 September, 2018.

③ UBS: Affected by the Trade War, Chinese Manufacturing May Be 
Transferred to the Philippines and Other Countries. Philippine Shang-
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4.4 Enhancing the competitiveness of high-tech products

The export structure of the Philippines is too simple. Most of the export 
products are middle and low-end products. Core technology compo-
nents still depend on imports, and independent research and develop-
ment capabilities are not strong. The core content of high-tech products 
is research and development. To engage in research and development 
requires not only sufficient funds, but also good talent reserve and com-
prehensive research and development mechanism. For now, most of the 
high-tech product export enterprises in the Philippines have a series of 
serious problems, such as insufficient R&D funding, low R&D efficiency, 
low profitability, failure of the talent mechanism, and low rate of R&D 
transfer. Therefore, the Philippines should enhance the independent in-
novation capabilities of enterprises and cultivate new economic growth 
points.

4.5 Improving the quality of telecommunications networks

The Philippines’ Internet infrastructure has been widely criticized by the 
country’s people for its slow Internet speed and high network latency. 
Even in the urban area of Manila, 4G mobile services are often interrupt-
ed in many places, and even 3G services are unreliable in many locations. 
Therefore, in order to improve office efficiency, achieve automated busi-
ness processing through the network platform, and attract more invest-
ment, the Philippine government should vigorously improve the quality 
of telecommunication network services.

4.6 Implementing the “Build, Build, Build” infrastructure 
development project as soon as possible

The severe road congestion in the urban areas of the Philippines and the 
relatively backward facilities such as roads and railways have severely 
hindered foreign investment and increased the logistics costs of foreign 
companies in the Philippines. In order to better benefit the people and 
attract foreign investment, since President Rodrigo Duterte took office, 
he has launched a long-term development project for “Build, Build, 
Build” infrastructure. What is important now is that these development 
plans should be implemented as soon as possible to reduce logistics 
costs and effectively stimulate the development of the Philippines’ over-
all national economy.

NOTES

① U.S.-China Trade Friction May Bring More Chinese Investment to the 


