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(Trade) wars…

…what are they good for?



Learning Objectives

Following this presentation you will be able to:

Consider whether a trade war is more (or less) likely following the US election

Discuss the global outlook for inflation & economic growth

Understand the importance of global trade & the potential threats that exist to this trade
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The importance of global trade &

the potential threats to it
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Key talking points on trade
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Source: Tradeunwrapped.uk

Why trade matters

• Free trade can be a “win – win” in economic terms

• Trade can boost economic growth, create jobs and boost tax revenues

• Acts as a safety net during periods of volatile domestic production (such as a poor harvest)

• BUT becoming over-reliant upon imports can leave a country vulnerable to economic shocks

• AND trade can be used by a dominant trade partner to exert political pressure



Why trade matters

The birth of modern trade

Source: Sealand Maersk / ISO.org      Image istock by Getty Images

• 1952 – US Army develops CONEX

• 1956 – World’s first container ship 

• 1962 – World’s first container port (New York)

• 1968 – ISO standards produced for containers

TEU = Twenty-foot Equivalent Unit





Why trade matters

The world’s busiest container ports

Source: World Shipping Council – most recent comparative data – 31 December 2022

Shipping containers per year (TEUs)
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Why trade matters

Example - The Belt and Road Initiative (BRI)

Source: Council on Foreign Relations / “The Belt and Road City: Geopolitics, Urbanization, and China's Search for a New International Order” by Simon Curtis & Ian Klaus

• Announced in 2013 with a planned completion date of 2049

• Currently > 140 countries participating (c75% global population / 50% global GDP)

• The “Belt”:  Six urban development corridors linked by road/rail & digital infrastructure

• The “Road”:  A Maritime Silk Road linked by the development of key ports



Maritime Silk “Road”

The “Belt”
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Source: World Bank

• New infrastructure could encourage additional Foreign Direct Investment (FDI)

• The World Bank estimates that if fully implemented:

 - Global trade could increase by between 1.7% to 6.2%

 - Real incomes in “corridor countries” could be boosted by up to 400% 

Why trade matters

Some potential positives of the Belt and Road Initiative (BRI)…



Source: Foreign Policy Research Institute – FPRI.org /  “Death by China” Peter Navarro / World Bank

• Extends Chinese political / economic influence (for example to isolate Taiwan)

• Potential military implications of new dual-use port building programme

• “Debt-trap diplomacy”: below market rates of financing with punitive penalty clauses

• BRI Infrastructure projects expected to add to global carbon emissions 

Why trade matters

…but also some negatives



Supply chain disruptions

Key talking points on trade
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Key talking points on trade
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Supply chain disruptions

Geopolitical events can disrupt global trade

Delays Higher Costs Higher Prices Higher Inflation

Pandemic Conflict Climate Change
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Supply chain disruptions

Example 1 – The Pandemic caused a huge disruption to trade

Cost per 2 TEU Container (USD) - Freightos Baltic Dry Indices
$

Source: Bloomberg – Freightos Baltic Dry Indices to 21st April 2024
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Supply chain disruptions

Example 2 – The Red Sea Attacks: The importance of the Red Sea Route

Source: White House Briefing 3rd January 2024 Photo By: Navy Petty Officer 3rd Class Janae Chambers - US Department of Defense

A significant part of global trade transits the Red Sea
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Global grain
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c8% c12%c15% c8%

US-led Operation “Prosperity Guardian”



Source: IMF PortWatch to 6th November 2024

Option A: Divert via the Cape of Good Hope 

 - Extra 8-10 days journey time 

 - Increased fuel usage (est. $1m)

 - Potential supply chain delays

Option B: Continue to transit the Red Sea

 - Risk of attack 

 - Higher insurance costs

Trade (Millions Metric Tons, 7-day moving average)
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Example 2 – The Red Sea Attacks: Trade Volumes
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• Shipping costs have risen esp. Asia-Europe

• Costs still below Pandemic levels

• Inflation risk remains minimal…for now

 

Red Sea

Attacks

Supply chain disruptions

Example 2 – The Red Sea Attacks: Costs of Shipping 
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Source: EIU / S. Mercogliano WGOW Shipping
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Example 2 – The Red Sea Attacks: Costs of Shipping Insurance
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Supply chain disruptions

Example 3 – The Panama Canal Drought

Source: Pancanal.com 

The Panama Canal





Source: Pancanal.com to end September 2024
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Example 3 – The Panama Canal Drought

Rainfall: Panama Canal Watershed (mm)
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Tonnage

Water level

Restrict transits per day

from 36 to 24

Feet



Supply chain disruptions

Further escalation of the conflict in the Middle-East is a real possibility

Bab el-Mandeb
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Source: International Energy Agency
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Supply chain disruptions

Oil price has been relatively stable despite Red Sea attacks…

Source: Bloomberg Brent Crude Closing Price to 4th November 2024
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…and the Gas price is still well below pre-2022 levels
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Barriers vs deals

Protectionism can take many forms

Source: UK Department of Business & Trade

Tariffs Quotas Embargos Standards Subsidies

A tax on imports

- product specific

 eg steel

Limitation:

- by product

- by country

Sanctions ban:

- all trade, or

- specific product(s)

Criteria for imports:

- Health & Safety

- Labour conditions

- Avoid materials

Direct payment

from Government

to support industry

“non-tariff barriers”



Barriers vs deals

Protectionism is not a recent invention

Source: “The Marketplace of Revolution: How Consumer Politics Shaped American Independence” by T. Breen (2005) / “Trade policy in American History” by D. Irwin (2020)

1764: Sugar Act

1767: Revenue Act

1767: Commissioners of Customs Act

1767: Indemnity Act

1767: New York Restraining Act

1765: Stamp Act

1789: The Tariff Act



Barriers vs deals

Trade barriers can be politically popular…but at a cost

• Often established to protect key domestic industries or workers, so politically popular

• Used to punish other countries for unfair trade practices (eg IP theft or unsafe products)

• BUT trade barriers can increase the cost of imported goods (potential cause of inflation)

• Trade barriers can stifle domestic innovation & efficiency by limiting competition from overseas

• Once enacted, trade barriers can be difficult to remove due to lobbying by protected industries

Source: UK Department of Business & Trade



Active agreements

Barriers vs deals

UK trade deals

Source: UK Department for Business & Trade
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Barriers vs deals

CPTPP

Source: CPTPP – Comprehensive and Progressive Agreement for Trans-Pacific Partnership
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Barriers vs deals

CPTPP
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Source: CPTPP – Comprehensive and Progressive Agreement for Trans-Pacific Partnership



Barriers vs deals

Largest Free Trade Areas 

Source: IMF Data Q1 2024
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- Single Market/Customs Union

- Member States of the EU

- Common external tariffs

- Free Trade Agreement

- Dominated by USA

- Incl. IP & Digital rules



Is a trade war more (or less) likely 

following the US election?

Source: Images istock by Getty Images







Is a trade war more (or less) likely after the US election?

China has become the dominant trade partner for most countries

2001

Source: Lowy Institute



2022

Is a trade war more (or less) likely after the US election?

China has become the dominant trade partner for most countries

Source: Lowy Institute



Is a trade war more (or less) likely after the US election?

US-China relations are already poor…

American concerns over China have grown since Xi became President 
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How do Americans view China?

Partner      Competitor             Enemy

Is a trade war more (or less) likely after the US election?

…but a Trump Presidency could see relations deteriorate even further…



Source: EdenTree
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Is a trade war more (or less) likely after the US election?

… and a US-China “chips war” has already effectively started



Is a trade war more (or less) likely after the US election?

What could a second Trump Presidency mean for international trade?

Source: Nikkei Asia / Trump Feb 2024 Campaign Video

“I will implement a bold series of reforms to 

completely eliminate dependence on China 

in all critical areas" 

President Donald Trump: Feb 2024

• Semiconductors

• Electronics

• Steel

• Pharmaceuticals 

Aim to reduce imports 

from China to zero



Source: Nikkei Asia / Trump Feb 2024 Campaign Video

• Section 301 – Trade Act 1974: “unfair trade practices”

• Section 232 – Trade Expansion Act: national security grounds

• Revoke China’s “Most-favoured Nation” status: tariffs rise >60%

• “Reciprocal Trade Act”: Pressure the EU & Japan to lower tariffs for US firms

• “Universal baseline” tariffs: Potentially 10% tariffs on most foreign products

• The UK could become a target of the “Reciprocal Trade Act”…or

• Trump may even offer the UK a trade deal

Geopolitics: Supply chain disruptions

What could a second Trump Presidency mean for international trade?



Would you like to know more about trade?

Please request our FAQ

Source: EdenTree. For illustration purposes only

“FAQ”



The global outlook for inflation and growth

Source: Images istock by Getty Images



The outlook for inflation

Cost pressures have largely eased over the past 12 months…

Source: For illustration purposes only

The “cost of living crisis” Current inflationary pressures
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The outlook for inflation

…while money supply growth is broadly flat…

UK broad money supply & CPI inflation

UK broad money growth (M4)

%
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UK CPI inflation



Source: ONS Labour Market data

The outlook for inflation

…and wage pressures are receding
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The outlook for inflation

Inflation is forecast to remain subdued both in the UK & globally

Source: OECD Economic Outlook September 2024
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2024 2025 2026 Longer Run

Source: US Federal Reserve – Quarterly Dot Plot – Issued 20th March 2024

Fed “Dot Plot” – March 2024

The outlook for growth

At the start of 2024 rates were expected to remain “higher for longer”…
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2024 2025 2026 Longer Run

Source: US Federal Reserve – Quarterly Dot Plot – Issued 12th June 2024
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The outlook for growth

At the start of 2024 rates were expected to remain “higher for longer”…

Fed “Dot Plot” – June 2024



2024 2025 2026 Longer Run

Source: US Federal Reserve – Quarterly Dot Plot – Issued 18th September 2024

Fed “Dot Plot” – September 2024
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The outlook for growth

…but the Fed has recently suggested that rates may begin to fall faster…
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Q. “When do you expect the US economy to fall into recession?”

The outlook for growth

…while half of institutional investors say no US recession in next 18 months

Source: Bank of America Global Fund Manager Survey September 2024



Source: PBOC Central Bank September 2024

The outlook for growth

China stimulus

• 24th September: People’s Bank of China announced stimulus

• PBOC cut mortgage rates by 50bps

• Reserve Requirement Rate cut by 50bps 

• Relaxed rules for homebuyers in major cities

• PBOC will allow refinancing of mortgages ($5.3 trillion market)



The outlook for growth

Growth is expected to remain modest in many advanced economies

Source: OECD Economic Outlook September 2024
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Economies can move backwards & forwards 

Source: EdenTree For illustrative purposes only

The economic cycle

Diversification is key
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Summary

How important is global trade & what are the threats that exist to it?

• Free trade between countries can be a “win – win”

• Global trade relies upon strategically important routes/chokepoints

• Geopolitics – conflicts/pandemics/climate change - can all impact trade

Source: Image istock by Getty Images. / For illustration purposes only



Summary

Is a trade war more (or less) likely following the US election?

• US-China relations were already poor before the Presidential election

• A “chips wars” has been ongoing since August 2022

• A broadening out of tariffs / non-tariff barriers looks likely

Source: Image istock by Getty Images. / For illustration purposes only



Summary

The global outlook for inflation & economic growth

• Inflationary pressures appear to be receding in the UK & globally

• Modest growth is forecast for many developed economies

• BUT there are now many risks that could stoke inflation

 - A US-China trade war

 - An energy spike caused by escalation of the Israel-Iran conflict

 - The effects of the Chinese Stimulus 

Source: Image istock by Getty Images. / For illustration purposes only



Learning Outcomes

Following this presentation you should now be able to:

Consider whether a trade war is more (or less) likely following the US election

Discuss the global outlook for inflation & economic growth

Understand the importance of global trade & the potential threats that exist to this trade

Source: Images istock by Getty Images



Why should you consider EdenTree?

Credibility is key

Source: EdenTree. For illustration purposes only



: Source: FCA Policy Statement PS23/16, Sustainability Disclosure Requirements (SDR) and investment labels, Annex 2

Why EdenTree?

Credibility is key

75

EdenTree Green Future Fund

EdenTree Green Infrastructure Fund



Risk Warning
This document has been prepared by EdenTree Investment Management Limited for Financial Advisors, other intermediaries and 

other investment professionals only. Onward circulation is strictly not permitted unless authorised by EdenTree Investment 

Management Limited. This document has been produced for information purposes only and as such the views contained herein are 

not to be taken as an advice or recommendation to buy or sell any investment or interest thereto. 

The value of any investment, and the income generated from it may fall as well as rise and will be affected by currently fluctuating 

changes in interest rates, general market conditions and other political, social and economic developments, as well as by specific 

matters relating to the assets in which it invests. Past performance should not be seen as an indication of future performance. The 

level of income is not fixed and may change in the future. Selecting stocks due to our ethical criteria means that the choice of stocks is 

limited to a subset of the stock market, and this could lead to increased volatility.

A full explanation of the characteristics of the investments is given in the Key Investor Information Document (KIID). Any forecasts, 

figures, opinions, statements of financial market trends or investment techniques and strategies expressed are unless otherwise 

stated, EdenTree Asset Management’s own at the date of this document. They are considered to be reliable at the time of writing, may 

not necessarily be all-inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecast made will come to 

pass.



Disclaimer

This financial promotion issued by EdenTree Investment Management Limited (EdenTree) Reg No. 2519319. Registered in England 

at Benefact House, 2000, Pioneer Avenue, Gloucester Business Park, Brockworth, Gloucester, GL3 4AW, United Kingdom. 

EdenTree is authorised and regulated by the Financial Conduct Authority and is a member of the Investment Association. Firm 

Reference Number 527473

EdenTree Investment Management, 24 Monument Place, London, EC3R 8AJ

Tel: 0800 011 3821

Email: clientservice@edentreeim.com

www.edentreeim.com
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