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Global trade challenges

Global trade disruption has continued to dominate world
headlines, including a series of increased tariff actions
between the US and China, ongoing disputes between the
US and the EU, BREXIT, advancements in US negotiations
with Japan and the expansion of other trade conflicts
into a broad range of geographies. Executives are having
to respond by evaluating and implementing different
strategies to mitigate the impact of the disruption.

Survey results

During a recent webcast, we surveyed nearly 1,700 trade
executives to understand the impact of trade disruption
in their companies, how long they think it will last and the
strategies they are using to respond.

Regarding respondents’ key concern, a majority (63%)
are focused on the cost and uncertainty from trade
negotiations. Many executives believe that the disruption
will not disappear anytime soon, with more than 50%
seeing at least one year or longer while approximately
one fifth believe it is here to stay.

In addition, most respondents don't have confidence

in a comprehensive trade agreement between the US
and China materializing — nearly 70% believe that only a
limited agreement will eventually be reached or there will
be no agreement at all.

The most common strategies companies are using to
offset trade disruption with China include shifting a
limited number of components in their supply chain (52%)
and shifting some manufacturing (26%) away from the
country. In addition, while more than half of executives
(55%) have evaluated utilizing origin as a strategy to
mitigate duty and cost impacts, only 20% are confident
about dealing with the differences between preferential
and non-preferential origin and understanding the risks of
origin.

Webcast replay

Please watch the webcast replay, Global trade disruption
series: are you ready for the next wave? Recent trade
actions impacting global businesses.

What element of trade disruption is keeping you up at night?
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Cost and uncertainty Global realignment of Disruptive
from trade trading relationships technologies and
negotiations data
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How long do you think this period of trade disruption will last?

18%

Six months to one
year
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Now to six months One to two years

19%

Longer than two
years

19%

The disruption is
here to stay

Do you believe that the US and China will reach a
comprehensive trade agreement by:

53% 15%

No agreement will be
reached
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Limited agreement
will eventually be
reached
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Has your company either shifted supply chain sourcing or
actual manufacturing from China to offset the enduring trade
disruptions? (Select all that apply)
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Supply chain/limited  Supply chain/most

Some manufacturing  All manufacturing
components components

Has your company evaluated utilizing origin as a strategy to
mitigate duty and cost impacts?

55% 45%

Yes No

How comfortable is your company with the differences
between preferential and non-preferential origin and
understanding the risks of origin?

20% ) | 40% . [ 31% | o

Confident Moderately confident Not confident Concerned

For more information, please contact these
Ernst & Young LLP professionals

Robert Smith Lynlee Brown
Principal Partner

EY Americas Global Trade Practice Global Trade
robert.smith5@ey.com lynlee.brown@ey.com
+1 949 437 0533 +1 858 535 7357

Helen Xiao

Senior Manager

International Tax and Transaction
Services

helen.xiao@ey.com

+1 3128793022

Michael Leightman

Principal

US Trade Reform Leader
michael.leightman@ey.com
+1 713750 1335

Doug Bell

Managing Director

Global Trade Policy Leader
douglas.m.bell@ey.com

+1 202 327 7455

For more details, please visit ey.com/globaltradedisruptors and sign up to
receive alerts and other trade-related materials.
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About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital markets
and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. Information about how EY collects and
uses personal data and a description of the rights individuals
have under data protection legislation are available via
ey.com/privacy. For more information about our organization,
please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2019 Ernst & Young LLP.
All Rights Reserved.

US SCORE no. 07463-191US

1909-3274754
ED None
This material has been prepared for general informational purposes only and is not

intended to be relied upon as accounting, tax or other professional advice. Please
refer to your advisors for specific advice.

ey.com/us/tax



http://ey.com/globaltradedisruptors
mailto:robert.smith5%40ey.com?subject=
mailto:michael.leightman%40ey.com?subject=
mailto:douglas.m.bell%40ey.com?subject=
mailto:lynlee.brown%40ey.com?subject=
mailto:helen.xiao%40ey.com?subject=

