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of the ideological and geopolitical pandemic is given. The threats of COVID-19 in exacerbating the contradiction in the
information and political field are mentioned. The problems of the current state of the world economy and the prospect
that it emerged from the crisis out of the level of coverage of the world pandemic are analyzed.

It is concluded that there is a danger of escalating rivalry between the great powers. Attention is paid to attempts to
use the crisis for populist purposes. The issue of expert perception of US-Chinese rivalry at a new stage is
considered. The role of the country*s leadership in the fight against the global pandemic is defined. The question of
the ability of political leaders to search for collective solutions to overcome differences in the light of current events
has been raised.

Key words: coronavirus, international relations, globalization, pandemic, crisis, information conflict, leadership,
rivalry.
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THE US-CHINA TRADE WAR: CAUSES, TIMELINE
AND POSSIBLE SCENARIOS

The causes and timeline for the US-China trade war are determined in the paper. The U.S.-China trade war is the
culmination of longstanding trade frictions that the two countries have been unable to resolve through official
channels. Washington’s grievances arise from China’s use of protectionist trade policies, such as export duties and
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quotas, state subsidies, restrictions on market access, and deliberate intellectual property rights (IPR) theft. Beijing,
on the other hand, underscores China’s developing country status and has disputed the legality of various U.S. anti-
dumping and countervailing measures. The main causes of the US-China trade war are: a battle for global
economic dominance; the US accuses China of unfair trading practices, of stealing intellectual property, it also
wants Beijing to make changes to its economic policies, which unfairly favor domestic companies through subsidies;
the US trade deficit; midterm elections members of the Congress; the trade war is supposed to bring American jobs
back home, to reduce high-tech capacity of China, to prevent the growth of China’s military strength. The trade war
began July 06, 2018, as the U.S. implemented the first round of China-specific tariffs. Subsequently, four more
rounds of tariffs ensued. As of January 2020, tensions have finally eased as the two sides have signed a partial
Phase | deal. The document agreed to roll back tariffs and expand trade purchase. Three future scenarios for the
US-China relations are determined in the paper: 1 — the U.S. and China reach a Phase 2 Deal & Comprehensive
Settlement; 2 — the U.S. and China continue their negotiations for a Phase 2 deal but find it difficult to reach
agreement; 3 — the U.S. and China break off discussions on a final Phase 2 settlement of the trade war after
negotiations fail and they pursue hostile trade policies toward each other.

Key words: trade war, trade frictions, protectionist trade policy, intellectual property rights (IPR), global economic
dominance, unfair trading practices, trade deficit.

1. INTRODUCTION

A trade war happens when one country retaliates against another by raising import tariffs or placing other
restrictions on the other country's imports. A trade war that begins in one sector can grow to affect other
sectors. Likewise, a trade war that begins between two countries can affect other countries not initially
involved in the trade war. Therefore, the study of this issue is relevant today.

Trade wars are a side effect of protectionist policies and are controversial. Advocates say trade wars
protect national interests and provide advantages to domestic businesses. Critics of trade wars claim they
ultimately hurt local companies, consumers, and the economy.

The concept of trade war is interpreted in different ways by experts who carry out research in this
particular field within the framework of the world economy, geopolitics, and other sciences.

Thus, according to Kimberly Amadeo, a trade war is when a nation imposes tariffs or quotas on imports
and foreign countries retaliate with similar forms of trade protectionism [10].

Mark Melatos, Pascalis Raimondos and Matthew Gibson consider that the trade war occurs when all
countries choose levels of protection that maximise their own welfare given the trade barriers of other nations.
A country wins a trade war if it experiences higher welfare in a world of optimal protection than it would
under global free trade [5].

L. Kapustina, L. Lipkova, Y. Silin, A. Drevalev investigate the causes and outcomes US-China trade
war [4].

The purpose of this work is to investigate the causes of US-China trade, to identify possible scenarios.

2. RESULTS OF THE RESEARCH

Since mid-2018, the US and China have been locked in a trade confrontation that has resulted in several
rounds of retaliatory tariffs.

Let's explore the main causes of the trade war.

In fact, a battle for global economic dominance. In recent years, China has experienced rapid growth and
become a major economic power. For instance, China®s production volume now ranks second worldwide, and
China“s GDP has already surpassed the US in purchasing power parity terms. The importance of RMB has
also been consistently rising in world trade and transactions, posing a challenge to the dominant position of the
US dollar. The wide array of strategic plans China announced lately, from the Belt and Road Initiative, Asian
Infrastructure Investment Bank to ,,Made in China 2025%, may also have reinforced the image of China as a
threat to US dominance [7].

The US accuses China of unfair trading practices, of stealing intellectual property, it also wants Beijing to
make changes to its economic policies, which unfairly favour domestic companies through subsidies [9].

The next cause of the current China-US trade war is the widening trade gap between the two countries.

The trade deficit is the difference between how much the US imports from other countries and how much
it exports. Reducing the gap is a key part of Trump's trade policies.

The US trade deficit with China is shown in Figure 1.
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The US trade deficit with China has been growing in both absolute and relative terms. By 2017, the trade
deficit with China has become a major source of net imports of the US, accounting for about 46 % of the total
deficit. Trade imbalances have long been the root of US national debt crises as well as public discontent in the
US, motivating the US government to wage a trade war against China [7].

1997: Asian 2007-10: Global
financial crisis financial crisis
$600bn
: Imports
$500bn 2001: China
joins World
$400bn Trade Organization
; 2018
: trade deficit:
$300bn ' $419bn
$200bn :
$100bn : Exports

1990 2000 2010

Fig. 1. The US trade deficit with China [9]

Figure 1. demonstrates how the US trade deficit has increased since 1990 and we see, that in 2018 the
deficit was already been 419 billion US dollars.

Another driving force of the ongoing trade war can be traced back to the American political system. In the
US, midterm elections are held every four years in November, when voters elect members of the Congress. As
they take place in the middle of the four-year presidential term of office, midterm election results are often
viewed as voters™ verdict on the president they elected two years ago. Against this backdrop, midterm
elections held on 6 November 2018 gave the incumbent president Donald Trump incentives to adopt radical
policies that appeal to his supporter base. Given that one of Trump™s main promises during his election
campaign was to solve the trade deficit problem, the China-US trade war appears to be a timely and logical
move to secure votes for his political party in the midterm elections.

After Donald Trump took office, a tough stance on trade policies was taken by the White House, even
before the outbreak of the China-US trade war. In June 2017, Trump initiated a «Section 232 investigationy,
for reasons of national security, on the import of steel and aluminium. Considering the huge production
capacity of steel and aluminium in China [7].

L. Kapustina and others consider that the causes of the US-China trade are:

1. The trade war is supposed to reduce the deficit of bilateral trade and bring American jobs back home.
Out of the $796 billion worth US trade deficit in 2017, China accounted for $376 billion, or 47 %, almost a
half. The US acknowledges several problems in the trade with the PRC, the trade balance deficit being the
most important one. The issue has been emerging for decades and still has an increasing trend (although the
US trade deficit with China reached a historic low in May 2019). The US does not consider trading with China
«fairy;

2. The trade war is supposed to reduce high-tech capacity of China. The US is not satisfied with China“s
requirements on creating joint ventures for technology transfer as a contribution to authorised share capital of
local companies. Another sensitive topic is Chinese public investment creating unfair competition in global
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markets. The US has been alerted by China's success in implementing a strategic plan for production
modernization, increase in production of robots, lithium batteries, network equipment, etc. The US has
increased import tariffs up to 25 % on electronic products from China, including telecommunication and
network equipment;

3. The trade war is supposed to prevent the growth of China“s military strength. Markov believes that it is
absolutely unacceptable for the US to let China achieve superiority in the military sector, even in the long run.
Consequently, the US is taking measures to ensure its competitive advantage in the national security sector and
to prevent China from using American dual-use technologies[4].

In January 2018, the US first implemented import tariffs on washing machines and solar panels. These
tariffs were not directly targeted against China, though they are important producers and exporters of these
products. After these first ripples, the US imposed another round of tariffs on steel and aluminium in March
2018. These measures again applied to a wide range of countries, such as Canada and Mexico and European
Union member states [6].

Evolution of the US-China trade war is shown in table 1.

Table 1
Evolution of the US-China Trade War [8]
Date Progression of the Trade War
July 06, 2018 The first round of China-specific tariffs implemented, with a 25 percent tariff on 818 imported
Chinese products. China retaliated by imposing a 25 percent tariff on 545 American goods.
August, 2018 China made two more WTO claims concerning the U.S.” safeguard duties on imports. The

Trump administration decided to impose a 25 percent hike of tariffs on yet another 16 billion
USD worth of Chinese goods. The second round of tariffs was imposed on August 23, from
both sides.

September, 2018 | Third round of tariffs, 10 percent on 200 billion USD, imposed on China on September. China
then produced a tariff list 10 percent on 60 billion USD. China released its first White Paper with
its official stance on the situation.

October, Presidents Xi and Trump restarted talks ahead of G-20 summit. The two agreed to a temporary
November, 90-day truce, in return, China committed to buying a substantial amount of American exports in
December, 2018 | order to narrow the trade gap. By mid-December, Beijing had temporarily lifted barriers to
American energy, cars, and soy. However, there was no corresponding change from the
American side, and the U.S. said they would announce further tariff increases if no deal was
reached by the end of the 90-day grace period.

June, 2019 Fourth round of tariffs, tariffs were increased: 25 percent on 200 billion USD on imported
Chinese products, 25 percent on 60 billion USD on imported US products. The stated reason
being that China reneged upon already agreed upon deals.

September, 2019 | Fifth round of tariffs, China imposed 5 % to 10 % tariffs on one-third of the 5,078 goods it
imports from America. The United States imposed new 15 % tariffs on about $112 billion of
Chinese imports, such that more than two-thirds of consumer goods imported from China were
then subject to tariffs

October, 2019 The United States and China had reached a tentative agreement for the "first phase" of a trade
deal, with China agreeing to buy up to $50 billion in American farm products, and to accept
more American financial services in their market, with the United States agreeing to suspend
new tariffs.

January 15, 2020 | U.S. President Donald Trump and China's Vice Premier Liu He signed the US-China Phase One
trade deal in Washington DC. The "Economic and Trade Agreement between the United States
of America and the People*s Republic of China" is set to take effect from 14 February 2020 and
focuses on intellectual property rights (Chapter 1), technology transfer (Chapter 2), food and
agricultural products (Chapter 3), financial services (Chapter 4), exchange rate matters and
transparency (Chapter 5), and expanding trade (Chapter 6), with reference also being made to
bilateral evaluation and dispute resolution procedures in Chapter 7.

A Chinese delegation went to the US on 17 May 2018. After meeting with the US president, Donald
Trump, and having rounds of negotiations with trade officials on the US side, a joint declaration was
announced, reflecting a cooperative attitude from both sides and a temporary easing of trade tensions.
However, on 16 June, the Office of the United States Trade Representative (USTR) announced a
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US$ 50 billion tariff list, covering over 1,000 Chinese goods. China“s Customs Tariff Commission of the State
Council immediately issued a notice, announcing tariffs on 659 locally-manufactured American goods valued
at US$ 50 billion. At the same time, the Ministry of Commerce declared that previous negotiation attempts
with the US had failed, marking the official start of the China-US Trade War [7].

How the US-China trade war has escalated is shown in Figure 3.

US tariffs China tariffs

Jul 2018 ’ $34bn ‘ $34bn

Aug 2018 $16bn : $16bn
$200bn . $60bn
1
RApEDIe at 10% at 10%
$200bn
M 2019
- at 25% :
$60bn

Jun 2019 ) at 25%

September 2019 — December 2019

The US and China have threatened to impose new
tariffs and increase existing ones.

Fig. 3. The US-China trade war tariffs [1]

By 23 August 2018, the US has already followed through with its threat of 25 % additional tariff on
US$ 50 billion worth of Chinese commodities. China also retaliated against US measures by levying an
additional 25 % tariff on American goods, also valued at US$ 50 billion[7].

This escalated further in September 2018 when the US introduced an additional 10 % to cover
$200 billion worth of Chinese imports, to which China retaliated by imposing tariffs on imports from the US
worth an additional $60 billion.

In June 2019, the US increased the tariffs further, to 25 %. China responded by raising the tariffs on a
subset of products that were already subject to tariffs. In September 2019, the US imposed 15 % tariffs on a
large subset of the remaining $300 billion worth of imports from China not yet subject to tariffs [8].

Hence, it is clear that the China-US trade war is underpinned by rivalry for economic dominance between
the two nations.

After more than two years of rising tension, the US and China have signed a deal aimed at calming trade
frictions (January 15, 2020). The agreement has been hard-fought, but it is unclear how much economic relief
from their trade war it will offer. Tariffs — in some cases at a lower rate — will remain in place.
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The trade deal includes commitments by China to curtail practices that American firms complain put
them at a disadvantage and force them to hand over valuable intellectual property to Chinese firms.

As part of the agreement, China has promised to punish Chinese firms that infringe on or steal corporate
trade secrets, satisfying a concern of American businesses. China will also refrain from directing Chinese
companies to obtain delicate foreign technologies through acquisitions, including halting purchases by state-
owned enterprises that «harm» American interests.

Another primary concern of American companies — a requirement that they turn over technology as a
condition of doing business in the country — is also addressed in the deal. China has agreed not to force
companies to transfer technology, which it has done by requiring joint ventures with Chinese firms and forcing
companies to license their intellectual property at low prices [3].

The deal is intended to open Chinese markets to more American companies, increase farm and energy
exports and provide greater protection for American technology and trade secrets. The agreement is a
significant turning point in American trade policy and the types of free-trade agreements that the United States
has typically supported. Rather than lowering tariffs to allow for the flow of goods and services to meet market
demand, this deal leaves a record level of tariffs in place and forces China to buy $200 billion worth of specific
products within two years (until 2021).

As part of the deal, Mr. Trump agreed to reduce the rate on tariffs imposed in September and
forgo additional import taxes in the future. But the United States will continue to maintain tariffs covering
65 percent of American imports from China. China will still tax 57 percent of imports from the United States
in retaliation [11].

U.S. officials said the deal includes improved access to China™s financial services market for U.S.
companies, including in banking, insurance, securities and credit rating services. It aims to address a number of
longstanding U.S. complaints about investment barriers in the sector, including foreign equity limitations and
discriminatory regulatory requirements.

China, which has pledged for years to open up its financial services sector to more foreign competition,
said the deal would boost imports of financial services from the United States [13].

The trade deal contains a variety of victories for American industry, including opening up markets for
biotechnology, beef and poultry. Banks, insurers, drug companies and the energy industry are also big
beneficiaries. The agreement also includes a pledge by both countries not to devalue their currencies to gain an
advantage in export markets [11].

China bought $130 billion in U.S. goods in 2017, before the trade war began, and $56 billion in services,
U.S. data show. Country has committed to $77.7 billion in additional manufacturing purchases over two years,
from the 2017 level, the text says, which will be $32.9 billion increase in 2020 and a $44.8 billion increase in
2021. Also it has committed to buying at least $52.4 billion in additional energy purchases over the two years,
from a baseline of $9.1 billion in 2017. That will be broken into $18.5 billion additional in 2020 and
$33.9 billion in 2020.

China will also purchase $37.6 billion in services from U.S. companies over the two years, $12.8 billion
above the 2017 level in 2020 and $25.1 billion above the level in 2021. Country «shall ensure» additional
purchases of U.S. agriculture products by $32 billion over two years, the deal says, including $12.5 billion
above the corresponding 2017 baseline of $24 billion in 2020 and $19.5 billion above the baseline in
2021 [13].

Analysts say it's unlikely that the deal will produce gains sufficient to outweigh the losses already
suffered.

Let"s take a look at the winners and losers from the deal.

Winners can be:

1. The signing offers an opportunity for US President Donald Trump to put the trade war behind him and
claim an achievement heading into the 2020 presidential election.

2. China appears set to emerge from the signing having agreed to terms it offered early in the process,
including loosening market access to US financial and car firms. In many cases, companies from other
countries are already benefiting from the changes. While President Xi can claim he did not simply bow to
America's demands, that doesn't mean the Chinese are celebrating. The Federal Reserve estimates that China's
economy has taken a 0.25% hit, as US demand for its goods fell by about a third.
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3. Globally, economists estimate that the trade war will shave more than 0,5 % off of growth. But some
countries have benefited from the fight, which redirected an estimated $165bn in trade. Analysts at Nomura
identified Vietnam as the country that would gain the most, while the UN found that Taiwan, Mexico and
Vietnam saw US orders ramp up lastyear [12].

Losers can be:

1) American companies and consumers. The new deal halves tariff rates on $120bn worth of goods, but
most of the higher duties — which affect another $360bn of Chinese goods and more than $100bn worth of US
exports — remain in place. And that's bad news for the American public. Economists have found that the costs
— more than $40bn so far — are being borne entirely by US companies and consumers.

2) Farmers and manufacturers. The new deal commits China to boost purchases in manufacturing,
services, agriculture and energy from 2017 levels by $200bn over two years. Farmers, who have been targeted
by China's tariffs, have seen bankruptcies soar, prompting a $28bn federal bailout. Among manufacturers, the
Federal Reserve has found employment losses, stemming from the higher import costs and China's retaliation.
Over the long-term, American firms may reroute supply chains away from China to avoid the tariffs — but
that's an expensive prospect.

3) China has agreed to new protections for intellectual property, including lowering the threshold for
criminal prosecution and increasing penalties. Critically, the two sides say they have agreed to a way to resolve
such disputes. Those were among the issues that ostensibly triggered the trade war.But analysts say it's not clear
if the new commitments are any different from promises that China has made before. And the new deal does
not address some of America's chief complaints about China's trade practices — such as the subsidies it
provides to certain industries [12].

But the agreement has plenty of critics in both parties and the deal leaves many important economic
issues unresolved.

The current foreign trade policy of the US aims to slow down the still rapid economic growth of the PRC
and its growing importance in the world economy. The China“s government in its turn has a goal to achieve
leadership in robaotics, biotechnology and artificial intelligence. It will provide financial support to high-tech
industries, and will do everything possible not to let the US stop or slow down the modernization and
digitalization of the China“s economy.

L. Kapustina and others consider four scenarios of the US-China trade war [4].

Scenario 1. Trade war will escalate into Cold War 1.

The countries will not give up their political and economic systems and will not transform them according
to the practices imposed of suggested by the opposite side. In contrast to the Cold War I, China has a chance to
win since it was able to build a competitive economy and form TNCs that made their way to the Global 500.
The US will surround China with powerful American military capabilities, creating NATO-like adversarial
alliances. China, in its turn, will seek to strive to push the US out from the APR. The US will explain its
unilateral sanctions with the willingness to strike better deals, to reach an «honest» deal with China, but
serving the interests of the US economy. The country will be achieving its goals by presenting ultimatums to
its trade partner, if their national interests or security are considered harmed. As a result, more and more global
problems will be addressed by unions of countries not involving the US (climate agreements, nuclear
agreement with Iran, TPP — Trans-Pacific Partnership, China — EU summit in July 2018, etc.). The US will be
gradually becoming isolated in the international community. The risk of unilateral economic sanctions
imposed by the US will push other countries to search for alternative suppliers and markets. China has become
a leader in the Regional Comprehensive Economic Partnership (RCEP) of 16 countries, the scale of which
expanded beyond the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP)
without the US: 30 % of global GDP, 50 % of the world population. Exporting to RCEP countries from the
PRC accounts for 26 % of the total China“s exports. The development of mega-union will strengthen the
leading role of China in the region. At the same time, China“s investment climate will suffer, the
implementation of the «Made in China — 2025» plan is under the risk of failure, which may slow down
technological progress in the country [4].

Scenario 2. Consensus to avert the trade war will be reached.

A trade war will end with a compromise. It is possible if the US learns to respect the other parties™ core
interests and major concerns. China has already declared its readiness to open its car market, liberalize the
banking sector, strengthen the protection of intellectual property rights, and limit the transfer of American
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technologies to Chinese business. China may agree to buy as much of the agricultural produce from American
farmers as they can supply. China is willing to seek a compromise and is ready to increase imports of goods
and services from the US, cut down government subsidies to its businesses, and make the transfer of American
technology more transparent. However, it is not likely to cancel the increased import tariffs previously
introduced by the US. The scenario does not exclude the possibility that the trade conflict can be frozen up for
a long period of time. Both countries are deeply interested in exporting products and services on a bilateral
basis and in developing global supply chains. The negotiated settlement agreement and the end of the war is
possible, since both countries will lose more than they can gain as a result of the war. We can expect that
China and the US will remain strategic partners despite the increased competition between them. Business-to-
business ties will become closer, and mutual understanding of cultures will improve[4].

Scenario 3. The trade conflict is frozen.

The trade war is becoming prolonged, high import tariffs are not cancelled. At the same time, companies
in both countries are adapting to export-import operations under economic sanctions, developing commercial
schemes to circumvent trade restrictions. In this scenario the imbalance in trade between the US and China will
be decreasing and - according to official statistics — will reach a target level of USD 200 billion. However, in
fact, the goods of Chinese origin will be supplied to the American market from other countries, e.g.,
neighboring countries in the APR. China™s exports to the US are typically Chinese-assembled goods that
contain many foreign parts and components — and are often American-branded. A further 37 percent of the US
imports from China consist of parts and components on which US-based manufacturers rely. TNCs have
begun to restructure their global supply chains and may move the final assembly of goods from China to
neighboring Asian countries. It will result in changes in the geographic structure of China™s exports
and imports. Trade wars lead to changes in export-import flows, orientation to other countries, emergence
of regional free trade zones and economic alliances. As the result, the companies seek possible ways to
circumvent sanctions and to lobby and promote their business interests. Under this scenario, the US
will achieve its goal of reducing the trade deficit in bilateral trade with China, but with poor economic
efficiency [4].

Scenario 4. Trade war will escalate into Hot World War 111

A trade war can escalate from Cold to Hot stage, which is especially unwanted scenario considering that
the US allows limited use of nuclear weapon. The conflict is associated with the race for global economic
domination. The US has a serious advantage in cyberspace and it seeks to «digitally colonize» the global
economy. This scenario seems unlikely now, but it is not excluded. Trump has made matters worse by acting
unilaterally against China in a way that would appear to breach World Trade Organization rules. Indeed,
potential allies find Trump®s «America First» rhetoric repulsive. All this has given China the political high
ground — «China doesn®t want a trade war, but we*re not afraid to fight a trade war» has become Beijing"s
official line [4].

The analysis of the abovementioned scenarios shows that scenario 2 is being implemented, as the US-
China negotiations are in phasel. Let's look at future scenarios for the US-China relations development.

Future scenario #1: The U.S. and China Reach a Phase 2 Deal & Comprehensive Settlement.

The Phase 1 agreement signed on January 15th is a game-changer for U.S.-China trade relations — the
likely beginning of the end of the trade war. This phase represents that the parties have found common ground
and enshrined it in a binding legal agreement. Even though most previously existing tariffs still remain in
place, it is now realistic to anticipate a broad negotiated settlement in a Phase 2 deal that includes a sharp
reduction in tariffs, Chinese implementation of necessary reforms, and a far more balanced U.S.-China trade
relationship. A settlement of this kind would significantly expand business opportunities for American
companies to export more products to China and to import more Chinese products to the United States [2].

Future scenario #2: The U.S. and China continue their negotiations for a Phase 2 deal but find it
difficult to reach agreement.

Despite agreement on a Phase 1 deal, the tensions and uncertainty of U.S.-China negotiations mean the
U.S. and China may face complications and delays reaching a meaningful Phase 2 deal requiring new Chinese
commitments and an end to high U.S. tariffs. Factors that could slow down the process of reaching a Phase 2
agreement include various threats by the Trump administration:

1. Delisting Chinese companies from S. stock exchanges.

2. Blocking a range of public and private pension funds and university endowments from making
certain investments in China.
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3. Putting other capital controls on U.S. private sector investment in China to protect against opaque
Chinese company accounting and business practices.

4. Broadening scrutiny of potential Chinese investments in the United States on national security
grounds.

5. Expanding checks by the Securities and Exchange Commission (SEC) of Chinese companies that do
business in the S.

6. Disrupting the flow of capital between Hong Kong and mainland China if China does not adequately
respect the autonomy of Hong Kong.

Each of the U.S. measures described above would likely cause China to take reciprocal retaliatory actions
— just as China has responded to U.S. tariffs with reciprocal tariffs of its own on American products.

At stake in the Phase 2 negotiation are issues that will determine whether the Trump administration
achieves its core objectives in the trade war, including: stricter rules to strengthen information security for
cross-border data flows of American companies that do business in China; limiting the subsidies by China®s
government to state-owned companies which facilitate unfair competition.

The issue for Phase 2 that is likely of greatest importance to American importers is whether an agreement
removes U.S. tariffs on more than $500 billion in Chinese products that threaten the well-being of their
businesses [2].

Future scenario #3: The U.S. and China break off discussions on a final Phase 2 settlement of the
trade war after negotiations fail and they pursue hostile trade policies toward each other.

If the U.S. and China cannot reach a meaningful trade agreement in 2020, it is likely they will break off
negotiations and pursue hostile trade policies toward each other. In this case, some or all of the following
economic and political developments are likely to occur:

1. The trade war will evolve into a major, multifaceted dispute — the equivalent of a cold war — that
involves geopolitical and security disputes as well as trade issues;

2. Both the U.S. and China will find it difficult to stop a vicious cycle of retaliation and counter-
retaliation on trade and other issues;

3. Chinaand the S. will strive to consolidate their own trade blocs that exclude the other country —
potentially decoupling the U.S. and Chinese economies/financial sectors;

4. Chinawill enhance the role of its state-owned businesses using increased subsidies;

5. The U.S. will significantly expand its restrictions on trade with China by delisting Chinese companies
from U.S. exchanges, blocking public and private U.S. investments in China, enacting much more restrictive
export controls, ending most Chinese investment in the United States, exercising greater scrutiny by the SEC
of Chinese companies and taking other restrictive measures [2].

This is the greatest trade war in economic history and it can result in a change in the international trade
architecture, slow-down of financial markets. The countries can be divided into two blocks supporting the US
or China, and at the same time, forming the mega-alliances of economies, as well as regional currency zones.
If the two sides do not reach an agreement and will continue to ramp up tariffs and barriers on trade, which
could even spill over to other parts of the world, so it will be a trade version of the Cold War, and the
economic consequences would be severe.

3. CONCLUSIONS AND PROSPECTS FOR FURTHER RESEARCH

So, the trade war happens when one country retaliates against another by raising import tariffs or placing
other restrictions on the other country's imports. Trade wars are an aftereffect of protectionism. Protectionism
is not necessarily a bad thing. For example, it can help protect domestic businesses, jobs, and revenue against
competition from foreign imports. However, trade wars are almost always damaging to both countries™
economies. The main causes of the US-China trade war are: a battle for global economic dominance; the US
accuses China of unfair trading practices, of stealing intellectual property, it also wants Beijing to make
changes to its economic policies, which unfairly favor domestic companies through subsidies; the US trade
deficit; midterm elections members of the Congress; the trade war is supposed to bring American jobs back
home, to reduce high-tech capacity of China, to prevent the growth of China®s military strength. After more
than two years of rising tension, the US and China have signed a deal aimed at calming trade frictions
(January 15, 2020). The deal is intended to open Chinese markets to more American companies, increase farm
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and energy exports and provide greater protection for American technology and trade secrets. The trade deal
contains a variety of victories for American industry, including opening up markets for biotechnology, beef
and poultry. Banks, insurers, drug companies and the energy industry are also big beneficiaries. The agreement
also includes a pledge by both countries not to devalue their currencies to gain an advantage in export markets.
There are such future scenarios for the US-China relations development: scenario #1 — the U.S. and China
reach a Phase 2 Deal & Comprehensive Settlement; #2 — the U.S. and China continue their negotiations for a
Phase 2 deal but find it difficult to reach agreement; #3 — the U.S. and China break off discussions on a final
Phase 2 settlement of the trade war after negotiations fail and they pursue hostile trade policies toward each
other.

The prospects of further researches, in our opinion, are the affects of US-China trade war on US and
China's economy.
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Mamepian naoditutos 0o pedaxyii 04.12.2019 p.
TOPT'OBA BIVMHA CHIA-KUTAWM: IPUYMHHA, KJTIOUOBI IOJIIi TA MOKJIUBI CLHIEHAPII

VY crarTi BU3HAYE€HO NMPUYMHHU Ta KIO4OBI nmojii ToprosenbHoi BiiHM Mk CLIA i Kuraem. ToproeensHa BiiiHa
CIIA Ta Kurato € KylbMiHAII€I0 TaBHIX TOPTOBEIBHUX CYIIEPEYHOCTEH, sKi MBI KpaiHW HE 3MOTJIM BUPIIIUTH
Ha odiiHoMy piBHi. Ckapru BarimHITOHa BHHHKAIOTh 4Yepe3 BHUKOPHCTaHHA KHTaeM MPOTEKIIOHICTCHKOT
TOPTOBENBHOI MOJIITHKH, TaKOl K €KCIIOPTHI MHUTa Ta KBOTH, JIepKaBHI CyOcuii, 0OMeXeHHS JOCTYITy Ha PUHOK i
KpaJabKKu TpaB iHTeJeKTyanbHoi BiacHocTi. [lekiH, 3 iHmoro Ooky, migkpecitoe, mo Kurail € kpaiHoro, 110
PO3BHBAETHCS, T 3aHYAYAE, IO Pi3HI AHTHJIEMIIIHTOBI i KoMreHcalliiHi 3axoau B CIIIA € He3akoHHUMH. Y CTaTTi
BH3HAUEHO, 110 OCHOBHMMH IpHYMHaMu ToproBeibHOi BiiHM Mk CIIIA ta Kurtaem e OutBa 3a riobanbHe
exoHomiune mnanyBanHs; CIIIA 3BuHyBauyrorTh Kurail y HenoOpOCOBICHIM TOProBiil MpakTHii, y KpaabKIi
inTenekTyanpHOi BimacHOCTi; CIIA mae Ha Meri, mo6 IlekiH BHIC 3MiHH Y CBOIO CKOHOMIUHY MOJITHKY, sKa
HECIIPaBe/IMBO HAJIA€ NepeBary BITYM3HSIHMM KOMIIaHisiM depe3 cyocunii; mediuut toprieii CIIA; npomikHi
BruOopu wieHiB KoHrpecy; ToproBa BiffHa MOBHHHA NOBEPHYTH aMEPHKAHCHKI poOOdYi Micls Ha OaThKiBIIHHY,
3MEHIIUTH BHUCOKOTEXHOJIOTIYHMI roTeHmian Kurato, He MOMYCTHTH 3pocTaHHs BilicbkoBoi cwum Kurato tomio.
ToprosensHa BiffHa po3noyanack y aumHi 2018 p., komn CHIA 3actocyBanu nepmuii paysn tapudis miss Kuraro.
3ronom BinOymnucs 1me YoThpH payHay. CtanoM Ha ciueHb 2020 p. Hampyra ocTaTOYHO 3MEHIIMIIACS, OCKUTBKH JB1
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CTOPOHH T MUCATH 9acTKOBY yromay (asza 1). CTOpoHH TOTOAMITHCS CKACYBATH TapU(H Ta PO3IIUPHTH TOPTiBIIIO.
VY crarTi BU3HauYeHO Tpu MalOyTHI cueHapii po3Butky BigHocuH Mik CIIA i Kuraem: 1 — CIIA Tta Kurait
JOCSTHYTH (a3u 2 yrogu i ycebiuHoro BperymroBanHs;, 2 — CIIIA ta Kurtaii mpogoBXyIOTh IEPEroBOPH OO0
¢da3u 2 yromm, mporte 3romu nocsrth Bakko; 3 — CIIA # Kwuraif npunmiHSIOTE 0OTOBOPEHHS OCTaTOYHOTO
BPETY/IIOBaHHS TOPrOBENBHOI BifHH, I€pKaBU IPOJOBXKYIOTh 3/[1iICHIOBATH BOPOXKY TOPTOBEJIbHY MOITHKY OJHH 10
OJTHOTO.

KoarouoBi cioBa: ToproBa BiliHa, TOProBeNbHI MPOTHPIYYS, MPOTEKI[IOHICTChKA TOProBa TMOJITHKA, I[PaBO
inTenextyanpHO1 BacHocTi (I1IB), rmobanpHe ekOHOMIYHE TOMiHYBaHHS, HEJOOPOCOBICHA TOPrOBeIbHA IPAKTHKA,
Je(IIUT TOPTIiBJIi.
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THE WORLD SITUATION AFTER COVID-19

The article represents the peculiarities of the COVID-19’s impact on the economy and international relations within
COVID-19. The international crisis caused by the COVID-19 coronavirus pandemic and perspectives of the future
world situation after pandemic are analyzed.

The COVID-19 pandemic has affected international relations and caused diplomatic tensions. The diplomatic
relations have been affected due to the tensions around trade and transport of medicines, diagnostic tests and
hospital equipment for coronavirus disease 2019. Leaders of some countries have accused other countries for not
containing the disease effectively and resulting in the uncontrolled spread of the virus. Developing nations in Latin
America and Africa cannot find enough materials for testing for coronavirus disease, partly because other countries
in Europe and the United States and outspending the resources.

There is no doubt that the time of the pandemic from the end of January to the present has witnessed a number of
unparalleled realities that the world has not experienced since World War Il. The pandemic will have different
effects on the very pulse of the economy, sociology and mental health, as well as on policy, patterns of political
interaction as well as international relations. But it is an exaggeration to say that the post pandemic world will be
completely different from the world before it. Certainly, there have been political, economic and international trends
that have been emerging for years and were accelerated by the pandemic; other new variables were certainly
introduced by the pandemic, while some systems, relationships, and trends will not witness any change. The world is
facing a severe economic crisis, and one that will impact countries to different degrees (in proportion with the
capabilities of the former state, and not the virulence of the pandemic).

Key words: pandemic; COVID-19; international relations; global challenge.

1. INTRODUCTION

In general, the pandemic that begins in one country and quickly spreads around the world forms the
definition of a global challenge. Every global crisis has a great impact on the international system, its
structures, norms and institutions. The COVID-19 pandemic originated in China began to fall off in mid-
February. The pandemic impacted open and closed countries, rich and poor, East and West. The pandemic is
the greatest global crisis of the present century. Its depth and scale are really enormous. The pandemic caused
the public health crisis which threatens each of the 7,8 billion people on Earth. COVID-19 put the global
economy into the tailspin. The estimates predicated that most major economies will lose about 2,4 % of the
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