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• When looking at trade between two countries, the
value of exports should be lower than the value of
imports (because in between the two are costs for
shipping and insurance).

• In recent years, the value of China's exports to the
US have exceeded the value of US imports from
China. This anomaly suggests up to 30% of China's
exports to the US are disappearing before they
arrive.

• The anomaly is not evenly distributed across sectors,
and it did not start at the same time for all sectors.
The pattern suggests that it is closely linked to trade
tariffs.

• Trade tariffs do not affect the value of US imports
(as the tax is paid by US consumers after the imports
arrive and their value has been assessed). However,
taxing trade may encourage rerouting of supply
chains. What China considers an export to the US
may be considered an import from somewhere else
in the US data. The patterns in the data anomaly
support this scenario.

• This means that in assessing the economic impact of
any future trade taxes on China (or other countries),
US import data is probably a more reliable measure
than other countries' export data.

• In calculating the damage from trade taxes, it does
not matter who is actually selling to the US. What
matters is who the US thinks they are buying from.

 
US President-elect Trump has stated an intention to
aggressively tax US consumers of goods from China. Trade
tariffs have been a recurring theme of Trump’s social media
posts in recent weeks. But there is a specific problem in
calculating the economic impact of such a tax. In recent
years, a large amount of China’s exports to the US seem to
go missing somewhere on their journey across the Pacific.
When looking at Sino-US trade, the value of China’s exports
to the US should be less than the value of US imports

from China. This is true for any bilateral trade relationship.
Export numbers record the value of the goods exported
when sitting on a ship about to leave a country. Import
numbers record the value of goods when they arrive in a
country. In between the two is the cost of transporting and
insuring those goods, so the import values will automatically
be higher than the export values. Critically, import values
do not include any trade taxes—those are paid by domestic
consumers after the goods have arrived.

This report has been prepared by UBS AG London Branch. Please see important disclaimers and disclosures at the
end of the document.
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If we look at China’s exports to Europe, or US exports to
China, this is exactly what we find. The value of exports and
imports move in sync (fairly obviously), with the value of
imports somewhat higher than the value of exports.

China's export value to Germany, less than
German import value
12-month moving average of data from China and Germany

Source: UBS calculations, Haver

US export value to China, less than China import
value
12-month moving average of data from US and China

Source: UBS calculations, Haver

This used to be true for China’s exports to the United States.
But in recent years, China’s customs data has shown China
to be exporting more than the US is importing. The shift
is not small—China claims to export almost 19% more
than the US claims to be importing. Even that large gap
understates the problem—China’s export values should be
about 15% lower than US import values, given transport
costs. Therefore, this change in the data either overstates
China’s exports or understates US imports by over 30%.

The anomaly – China suddenly sells more than the
US is buying
12-month moving average of data from China and the US

Source: UBS calculations, Haver

Unless 30% of ships are disappearing in some kind of mid-
Pacific equivalent of the Bermuda triangle, this suggests
mismeasurement of the data. This anomaly is something
that only happens with China’s exports to the US (not
with US exports to China, or China’s trade with other
countries). It also does not apply evenly across all sectors—
furniture, machinery and equipment, electrical equipment,
and plastics are areas where significant anomalies take
place.

China’s export figures cited here are the customs data,
and are no longer used to calculate China’s GDP. Since
2020, China has used a different data set with a revised
methodology, which is inclined to overestimate both export
and import numbers. (Import numbers are likely distorted
more, reducing the reported trade surplus.)1. The anomaly in
the customs data does not necessarily matter to China's GDP
calculation, but it will matter to the real world economic
impact.

Tariffs do not directly affect the values measured by the
data, because US consumers pay trade taxes on the value
of imported goods (i.e., after the import data cited here
has been calculated). However, rerouting supply chains in
response to this might have led to this anomaly. Goods from
China that are routed via Vietnam or Mexico (for example)
may be classed as exports to the US by China, but as imports
from Vietnam or Mexico by the US.

Sector-based trade data supports the idea that rerouting
supply chains is creating these anomalies. China’s exports of
iron and steel have exceeded US imports (taking a 12-month
moving average) since 2017, following the US imposition of
tariffs in 2016. Furniture imports into the US have one of the
largest anomalies today, but this only emerged from 2019
(after tariffs of up to 262.18% were imposed in 2018).

Page 2 of 6



Chief economist's comment

Supply chain rerouting? – China selling more iron
and steel than the US is buying
12-month moving average of data from China and the US; tariffs
2016

Source: UBS calculations, Haver

Supply chain rerouting? – China selling more
furniture than the US is buying
12-month moving average of data from China and the US; tariffs
2018

Source: UBS calculations, Haver

If these trade patterns are caused by supply chain rerouting,
it emphasizes how quickly selective tariffs can decay. The
gap between China’s exports and US imports has widened
over time, suggesting that more and more of the bilateral
trade is being rerouted to avoid the tariffs.

Apparent supply rerouting increases over time
The trade anomaly (US import value less China export value) as a
percentage of US imports from China

Source: UBS calculations, Haver

Furthermore, when considering the impact of the Trump
trade taxes, it is the US data that should be used. Tariffs will
be paid by US consumers and calculated off US import data,
so what matters is not what China thinks it is exporting to
the US but what the US thinks it is importing from China. If
the US believes the goods come from somewhere else, they
will not be impacted by China-specific tariffs.

When calculating the impact of US trade taxes on global
economic activity, therefore, export data should be ignored.
Using US import data, and adjusting the values lower to
reflect transport costs, will give a better indication of any
damage arising from trade taxes.

1 See Sester, Brad, "China's imaginary trade data," Council on Foreign

Relations, 14 August 2024, https://www.cfr.org/blog/chinas-imaginary-

trade-data
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Global asset class preferences definitions
The asset class preferences provide high-level guidance to make investment decisions. The preferences reflect the collective
judgement of the members of the House View meeting, primarily based on assessments of expected total returns on liquid,
commonly known stock indexes, House View scenarios, and analyst convictions over the next 12 months. Note that the
tactical asset allocation (TAA) positioning of our different investment strategies may differ from these views due to factors
including portfolio construction, concentration, and borrowing constraints.
Most attractive – We consider this asset class to be among the most attractive. Investors should seek opportunities to
add exposure.
Attractive – We consider this asset class to be attractive. Consider opportunities in this asset class.
Neutral – We do not expect outsized returns or losses. Hold longer-term exposure.
Unattractive – We consider this asset class to be unattractive. Consider alternative opportunities.
Least attractive – We consider this asset class to be among the least attractive. Seek more favorable alternative
opportunities.

Appendix

Risk information
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management
business of UBS Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS"), part of UBS Group AG ("UBS
Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. Additional disclaimer relevant
to Credit Suisse Wealth Management follows at the end of this section.
The investment views have been prepared in accordance with legal requirements designed to promote the independence
of investment research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell
any investment or other specific product. The analysis contained herein does not constitute a personal recommendation or
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. Certain
services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may
not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources
believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy
or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates
and market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions
expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result of
using different assumptions and/or criteria. UBS may utilize artificial intelligence tools (“AI Tools”) in the preparation of this
document. Notwithstanding any such use of AI Tools, this document has undergone human review.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated
amount ("Values")) be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the
amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the
performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance
of any Value or of defining the asset allocation of portfolio or of computing performance fees. By receiving this document
and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at
any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant
investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as
directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated
to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its
employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not
be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk
to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information
contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading
is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur.
Past performance of an investment is no guarantee for its future performance. Additional information will be made available
upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back
less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with
trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting
market information.
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Different areas, groups, and personnel within UBS Group may produce and distribute separate research products
independently of each other. For example, research publications from CIO are produced by UBS Global Wealth
Management. UBS Global Research is produced by UBS Investment Bank. Research methodologies and rating systems
of each separate research organization may differ, for example, in terms of investment recommendations, investment
horizon, model assumptions, and valuation methods. As a consequence, except for certain economic forecasts (for which
UBS CIO and UBS Global Research may collaborate), investment recommendations, ratings, price targets, and valuations
provided by each of the separate research organizations may be different, or inconsistent. You should refer to each relevant
research product for the details as to their methodologies and rating system. Not all clients may have access to all products
from every organization. Each research product is subject to the policies and procedures of the organization that produces it.
The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking, sales and
trading or principal trading revenues, however, compensation may relate to the revenues of UBS Group as a whole, of which
investment banking, sales and trading and principal trading are a part.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide
legal or tax advice and makes no representations as to the tax treatment of assets or the investment returns thereon both in
general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the
particular investment objectives, financial situation and needs of our individual clients and we would recommend that you
take financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing
UBS expressly prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability
whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report
is for distribution only under such circumstances as may be permitted by applicable law. For information on the ways in
which CIO manages conflicts and maintains independence of its investment views and publication offering, and research
and rating methodologies, please visit www.ubs.com/research-methodology. Additional information on the relevant authors
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider
and incorporate environmental, social and governance (ESG) factors into investment process and portfolio construction.
Strategies across geographies approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG
factors or Sustainable Investing considerations may inhibit UBS’s ability to participate in or to advise on certain investment
opportunities that otherwise would be consistent with the Client’s investment objectives. The returns on a portfolio
incorporating ESG factors or Sustainable Investing considerations may be lower or higher than portfolios where ESG factors,
exclusions, or other sustainability issues are not considered by UBS, and the investment opportunities available to such
portfolios may differ.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External
Asset Manager or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset
Manager or the External Financial Consultant and is made available to their clients and/or third parties.
USA: Distributed to US persons only by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS
Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS (Brasil)
Corretora de Valores S.A., UBS Asesores Mexico, S.A. de C.V., UBS SuMi TRUST Wealth Management Co., Ltd., UBS Wealth
Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Inc. accepts
responsibility for the content of a report prepared by a non-US affiliate when it distributes reports to US persons.
All transactions by a US person in the securities mentioned in this report should be effected through a US-
registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report have
not been and will not be approved by any securities or investment authority in the United States or elsewhere.
UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within
the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or
views contained herein are not intended to be, and do not constitute, advice within the meaning of the Municipal
Advisor Rule.
For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
Additional Disclaimer relevant to Credit Suisse Wealth Management
You receive this document in your capacity as a client of Credit Suisse Wealth Management. Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit
Suisse website . In order to provide you with marketing materials concerning our products and services, UBS Group AG
and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify
us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.
Except as otherwise specified herein and/or depending on the local Credit Suisse entity from which you are receiving this
report, this report is distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory
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