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W

elcome to Global Market Analysts Cornell’s (GMAC) first
ever publication! GMAC became officially registered by
Cornell University in Fall 2020 and was launched in Spring of 2021.
The organization is dedicated to researching global markets and
diving deeper into current events that have significantly impacted
international business.
With our three project teams researching different aspects of global
markets and the synergies between financial markets, politics, and
economic trade policies, we hope to give our readers a more holistic
understanding of today’s interconnected business landscape. In the
following pages, the project teams shine a light on trade between the
U.S. and China following the Trump administration, explore the future
of cryptocurrencies such as Bitcoin, as well as analyze the five major
emerging economies (Brazil, Russia, India, China, and South Africa)
— otherwise known as BRICS.
This publication has undergone four months in the making and we
are extremely appreciative of all the hard work that our dedicated
analysts, project managers, and directors have put into it. We are also
forever thankful to our readers and we hope that they enjoy reading
GMAC’s debut publication. Thank you all for making Global Market
Analysts Cornell possible and we look forward to the future, cheers!
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Co-Founders
Sarah Belhasan & Kassandra Nguyen

Publication Director
Charlie Mann
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Sales and Trade
Written by Matthew Cramer

Blockchain technology has the potential to make a major impact on finance—specifically in the area
of Sales and Trading—by offering increased security, making the execution of trades more efficient,
and simplifying the process of issuing new securities.
Curbing Market Abuse

U

sing blockchain technology for real-time trades
and to increase transparency in the market can
help the SEC prevent market abuse in ways it has been
unable to do in the past. Specifically, blockchain could
temper naked short selling, late trading, insider trading,
wash trades, front running and spoofing.
Naked short selling—when one sells stock that they
do not own and have not borrowed—“deepened the
2008 Financial Crisis and could trigger the next one”.
Despite 270 of UBS’s clients engaging in short-selling,
FIRNA was not able to identify one stock which
was devalued due to this market abuse, showing the
urgency in addressing this issue.
Late trading is trading after the market has closed
and is used by hedge funds to siphon cash from retail
investors. Blockchain would curb these abuses and
the other mentioned by integrating real time trading
and transparency into the markets. Real time trading
would lead to immediate settlement of trades which
would make naked short-selling and late trading nearly
impossible. Also, as blockchain is a distributed ledger,
a large number of investors would have access to the
ledger making market abuse difficult1.

Efficient Trading
Instituting blockchain technology in trading can also
reduce the time it takes to execute a trade. Modern day
trading platforms can still typically require two days to
settle a trade because all trades are centralized with the
DTCC. This delay comes with various costs for banks
as they must set aside billions in capital “to cover the
risk that firms elsewhere in DTCC’s network will fail
before the trades settle”2. By instituting blockchain to

clear and settle trades, it could save “capital markets $2
billion in the US and $6 billion globally on an annual
basis”3. This is why JP Morgan, Citi, and Barclays have
begun to embrace blockchain as JPM has developed
their own blockchain technology called Quorum and
Citi and Barclays were a part of the trial for IBM’s
blockchain technology.

Issuing New Securities
Blockchain can also make the issuance of securities
easier, cheaper and faster. The terms and conditions of
new assets will be encoded into the securities, allowing
the new securities to be issued in minutes. This will
reduce the barriers to issuing an asset leading to greater
opportunity for smaller issuers an existing issuers
would benefit from new markets4. This is in action as
the London Stock Exchange is working with Nivaura
to create a blockchain technology that would reduce
the time to market for issuing debt, loans and equity by
60%5.

Risks and Advantages
Though there are clear advantages to blockchain’s use
in S&T, there are a couple disadvantages. First, as this
is a new area of finance, there is little regulation around
financial institutions using blockchain. This could lead
to potential misuse. Another potential disadvantage is
that it may be hard to scale. Implementing blockchain
technology will require massive investment and a
complete change in trading mechanisms as currently all
trades are centralized with the DTCC.
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Blockchain in Asset Management
Written by Caleb Cho

Blockchain & Financial Asset Management

T

he adoption of blockchain technology by firms
has ensured greater transparency, security,
and efficiency in the asset management industry.
Financial assets are given a digital identity and
transactions are recorded and authenticated on
a distributed and immutable ledger, allowing
firms to have instantaneous data reconciliation
and automated intermediary services. The use of
consensus protocol creates a consistent, singular
“truth” for managers and clients utilizing the
network, which allows for securities and other
financial assets to be tracked with great accuracy
and speed and ensures consistent and reliable
data for all parties. Additionally, with blockchain,
compliance and contractual agreements can be
written into the code of a digital asset, reducing
the likelihood of regulatory and legal issues due to
human error.

Effects on Financial Intermediary Services
The use of blockchain reduces back-office costs
significantly. Digital assets can be programmed to
function in compliance with financial regulations,
further reducing the need for regulatory consultants
and specialists. The use of an immutable and
decentralized digital ledger ensures that records
are consistent across all parties and are protected
against malicious manipulation. Transactions
are also made more secure using cryptological
verification, or in other words, mining.
The role of intermediaries in asset management has
become increasingly automated through the use
of blockchain infrastructure. Jobs typically done
manually without blockchain, such as contract
writing, asset auditing, and data reconciliation,
are instead instantly performed digitally. As such,
jobs in financial asset management will shift more
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toward those with experience in computer science and other
quantitative fields. Yet, in spite of the changes in techniques,
the goals of the asset management industry will likely
remain the same.

Recent Developments and Future
Although it is being increasingly embraced by the asset
management industry, blockchain is a relatively new
technology. Notably, BlackRock, Inc. has expressed interest
in blockchain technologies since 2015, exploring the use of
blockchain networks and trading cryptocurrency securities.
In April 2019, BlackRock hired former Ripple executive
Robbie Mitchnick, a proponent of the financial applications
of blockchain, to lead work in digital assets. In late 2020,
BlackRock opened a position for Vice President, Blockchain
Lead, and in that same year, The Vanguard Group, in
cooperation with technology provider Symbiont, completed
the first phase of a blockchain pilot program which digitizes
the issuance of asset-backed securities.
The adoption of blockchain by asset managers is poised to
revolutionize the industry. As the technology matures and
garners more mainstream support, the use of blockchain
networks will continue to grow into a regular fixture in asset
management.

Blockchain in Payments & Remittances
Written by Kinya Wang

Payments refers to the transfer of money, goods or service in exchange for goods and services. A payment can
be made in the form of cash, check, wire transfer, credit card, or debit card. Remittances, on the other hand,
refers to a payment of money that’s transferred to another party. The sender is typically a foreign worker and
the recipient a relative back home.

Blockchain in Payments

B

lockchain payment solutions are scaling,
leading to the increasing exposure of digital
assets in facilitating payment which are being paired
with blockchain technology. Surprisingly, the growth
of expansion hasn’t slowed down even when the
Covid-19 hit. Its expansion in global scale includes
growth across five global regions (North America,
Europe, Middle East and Africa, Latin America
and Asia Pacific), general public’s familiarity with
blockchain and cryptocurrency now ranges from
82%-94%. Meanwhile, positive sentiment in both
also continues to grow, with favorability among
blockchain (52%-73%), leading to a positive
future outlook for further expansion. Within the
five regions, blockchain in payments have been
significantly increasingly adopted in emerging
markets due to the availability of liquidity and also
the health and distancing guidelines instructed by
local governments. As for now, blockchain is no
longer an exotic, emerging technology but a mature
tech that continues to advance in emerging markets.
Some companies are using blockchain technology
to improve B2B payments in developing economies.
One example is BitPesa, which facilitates
blockchain-based payments in countries like Kenya,
Nigeria, and Uganda. The company has processed
millions of dollars in transactions, reportedly
growing 20% month-over-month. In addition,
the number of confirmed Bitcoin transactions per
day has grown 6x from just over 50,000 in 2014
to over 300,000 as of February 2021. Blockchain

technology helps to improve security for payments
and also lowers the cost of payments. By establishing
a decentralized ledger for payments (e.g. Bitcoin),
blockchain technology could facilitate faster payments
at lower fees than banks.

Blockchain in Remittances
The global remittance industry is projected to hit $1
trillion by 2022 and $1.4 trillion by 2025. With a
calculation based on the compounded annual growth
rate (CAGR) for each region since 2000, we project that
global remittance outflows will grow by around 12%
each year. With the faster and cheaper blockchain has
brought, this helps to increase blockchain technology’s
penetration into the remittances market: MoneyGram
and Western Union, two of the market leaders in
traditional remittances, are both experimenting with
Ripple’s xCurrent. Financial institutions including
UBS, Deutsche Bank, American Express, Swift,
and Accenture have also partnered with blockchain
initiatives to experiment with cross-border payments.
It’s shown that with blockchain tech involved, transfers
are 388x faster and 127x cheaper than through
traditional remittance channels. More traditional banks
and financial institutions are considering adapting to the
usage of blockchain.
Though blockchain technology provides transaction
security, it does not provide account/wallet security. The
distributed database and the cryptographically sealed
ledger prevents any corruption of data. The regulations
around the usage of Blockchain is also currently
uncertain thus leading to potential risks in the future.
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NON-FUNgible Tokens
Written by Ruby Chang
Graphic by Kassandra Nguyen

N

on-fungible tokens, or NFTs, are electronic
tokens that represent the ownership of a
digital object. Notable examples include the first
tweet, which was sold for 2.5 million dollars. The
New York Stock Exchange also sells NFTs, with
tokens for the first trade on the stocks of several
notable companies. It is speculated that video game
companies are best situated to take advantage of the
sudden interest in NFTs, with the sale of in-game
digital assets.
The recent interest in NFTs is sparked by many
factors, the main one being the recent rise of
bitcoin. Early investors in bitcoin are more familiar
with digital currencies and more likely to purchase
NFTs. Furthermore, with the price of bitcoin rising
recently, these investors also have more currency
to spend purchasing digital items like NFTs.
Additionally, unlike other cryptocurrencies, NFTs
generally involve the purchase of ownership of an
item that may hold sentimental value to the buyer.
The viability of long-term investments in NFTs is
still uncertain, but an increasing number of people
are willing to purchase NFTs for “bragging rights”
as the original seller still owns the copyright for the
digital item.
The purchase of a non-fungible token cannot be
done directly using a debit or credit card. Instead,
there are many steps involved in the purchase. To
begin, the purchase of either Bitcoin or Ethereum
is needed. There are many platforms where the
purchase can be done, with Coinbase being the
most popular. Depending on which cryptocurrency
is used, the NFTs that can be purchased with
that cryptocurrency must be hosted on the same
blockchain. For Ethereum, which currently hosts the
largest NFT ecosystem, popular trading platforms
include OpenSea, Rarible, and Mintable. There is
also the option to upload NFTs to sell on the market.
Some platforms charges fees for each transaction,
12 | GMAC

Examples of NFT Tokenization
In brief, NFTs represent ownership for an item (generally digital) of uniqueness or scarcity

Digital artwork
Animations/Gifs
Computer-generated avatars

Collectibles
i.e.: Gaming items, valuable
trading cards, limited edition
apparel

including either the sale or creation of an NFT.
With the recent increase in popularity, opposition
has also grown. NFTs, despite being seemingly
intangible, are energy-intensive to purchase as
it requires mining. Ethereum, the blockchain
currency that NFTs run on, uses 31 terawatthours of electricity a year, the equivalent to all
the energy used by Nigeria. Blockchains verify
purchases through a system of decentralized
computers and require each computer to perform
intensive computations that consume energy. A
paper published by Nature in 2018 concluded that
Bitcoin alone can change the earth’s temperature by
2 degrees Celsius within the next 16 years (Mora,
2018). This can lead to devastating environmental
impacts, especially taking into account the expected
growth of NFTs and blockchain technology.
The environmental impact of NFTs has greatly
hindered its growth, with several companies being
reluctant to adopt the technology and consumers
unwilling to purchase NFTs as the demographics
that are most likely to purchase NFTs are becoming

real estate/housing
investments and collateral

Domain name
Sports/Concert ticket
video clips (i.e.: lebron james
slam dunk)

increasingly environmentally conscious. For NFTs
and blockchain technology to continue growing and
to appeal to a wider market, steps need to be taken
to address environmental concerns.
It is expected that with the increasing interest and
environmental opposition to NFTs and blockchain
technology in general, improvements will be made.
The total market capitalization of the prominent
NFT projects has grown by 1,785% since January
and is projected to continue growing as NFTs
become mainstream. Established companies and
brand names are starting to cash in on the trend,
which will only further facilitate growth.

This article was facilitated by the following source (Also see Works Cited):
Mora, C., Rollins, R. L., Taladay, K., Kantar, M. B., Chock, M. K., Shimada, M. & Franklin, E. C. (2018). Bitcoin emissions alone
could push global warming above 2°C. Nature Climate Change, 8(11), 931–933. https://doi.org/10.1038/s41558-018-0321-8
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A bitcoin mine near Kongyuxiang, Sichuan, China (08/12/2016)

The future of Bitcoin
Written by Pranav Kengeri

Behind Bitcoin

I

n August 2008, bitcoin.org came online. However, it
was not till January 2009 that the idea of bitcoin—
the first decentralized cryptocurrency—began to
form a network. The network was born when Satoshi
Nakamoto was rewarded 50 bitcoins in exchange for
mining a bitcoin block. Satoshi Nakamoto, to this day,
has eluded the world and is simply referred to as the
creator of bitcoin. The pseudonym could be for a single
person or an entire group as no hard piece of evidence
has revealed the creator. Despite the elusiveness of its
founder, Bitcoin has exploded in value and popularity
over the years. To understand its exponential growth,
it is important to understand how it works, its presence
today, and implications for the future.

digital wallet. The protocol that Bitcoin runs on is
blockchain. As blockchain has already been explained,
here we will go more into Bitcoin’s connection to the
blockchain. Blockchain is critical to Bitcoin as it is the
place where bitcoin transactions are mostly held. The
blockchain simply helps us to understand an entity’s
individual standing Bitcoin amount as each “block”
represents a transaction.

How Does Bitcoin Work?

Crypto[currency] is a far better way
to transfer value than pieces of paper,
that’s for sure.
− Elon Musk

At its core, Bitcoin is software – a digital collection
of protocols and procedures. It is stored in an entity’s
digital wallet which has a public and private key.
These keys are essential for the owner to engage in a
transaction. Transactions entitle people to send Bitcoins
(or part of one) from their wallet to another person’s
14 | GMAC

”Paper money is going away.

Bitcoin’s Growth & Volatility
In traditional markets, volatility is measured
by something known as the CBOE Volatility
Index. Recently, though, the Bitcoin Volatility
Index was released to label the crypto’s wild
fluctuations. Bitcoin on its scale is always
quite volatile which many believe to stem
from a variety of reasons. One being that news
stemming from politics, world events, and
even natural disasters impacts the crypto’s
favorability. The news in some cases creates
mass public panic which dissuades probable
investors and can occur at unpredicted times.
Another reason is Bitcoin’s uncertain future
value. The value of the coin is questioned
especially during its storage and during coin
transfers. A third reason is the fear of security
breaches. Bitcoin’s software was built upon the
idea of its source code being able to be publicly
examined. This open-source nature causes
security breaches to be highly publicized which
then works to drive down prices. Bitcoin’s
volatility is also a result of a variety of other
factors as well such as high-profile losses, tax
treatment, high-inflation nations, and large
currency holder risks. Despite these factors
Bitcoin has seen unprecedented growth as
investors small and large continuously invest in
this volatile coin.
The Future of Bitcoin
Although Bitcoin has seen growth towards
becoming another form of currency, certain
issues have prevented it from truly reaching

Figure 1
this potential. The next 10 years are critical as Bitcoin
navigates the main issues holding it back: security and
market manipulation. Firstly, in regards to security,
hackers have always plagued the Bitcoin system with
large amounts of bitcoin being stolen. Only after key
technological improvements, in the near future, will
Bitcoin become a more common payment system. The
other problem of market manipulation is due to Bitcoin
whales or people who hold large amounts of crypto
which can control the price of the market – lack of
equity.
Bitcoin has taken the world by storm and has
progressed a lot since 2008. The next decade will
determine how much more of an influence it will have.
Within our lifetimes, we may very well see cryptos,
including Bitcoin, replacing cash: only time will tell.

2021 Bitcoin Statistics
Source: Cryptocurrency Statistics, techjury

» Bitcoin is the most popular form of today’s 4000 cryptocurrencies, used by 65% of crypto users.
» Bitcoin accounts for $6 billion of daily online transactions
» Tesla made a $1.5 billion purchase and investment of bitcoin in February.
» As of July 25, 2021, Bitcoin’s price index in U.S. dollars is $34,574.67.
» As of July 26, 2021, the circulating supply of Bitcoin is 18,767,881 BTC.

U.S. vs. China

International Trade & Tariffs

The impact of U.s.-china trade war on the
american Agriculture Industry
Written by Bill Tong

Origins of the Trade War

However, these trade restrictions were usually made
n January 22nd, 2018, United States President
as punitive measures in response to a perceived trade
Donald Trump announced tariffs on solar panels
violation by the Chinese rather than reversing the
and washing machines imported from China; the first of
balance of trade with China, which most economists
many tariffs that he planned to levy on Chinese goods as
agree is unfeasible.
in order to force China to stop “unfair trade practices”,
The trade war started off with targeting small sets of
intellectual property theft, and to close the large trade
products with small export volumes or geopolitical
deficit between the United States and China, which was
importance and escalated into targeting a wider
then worth $419.2 billion. Trump also wanted to bring
range of products with large export volumes that are
back manufacturing jobs that were outsourced to China,
strategically and politically important.
one of his key campaign promises. China was quick
to retaliate with tariffs of its own
The U.S. levied tariffs on electronics,
aimed at American goods, and the
semiconductors, and manufactured
United States in turn responded with
products in order to slow the growth
more tariffs levied at Chinese goods,
of China’s high technology and motor
culminating into a devastating trade
Talk is cheap. Actions are industries, while China targeted
war that continues to this day.
American agriculture in particular,

O

”

what matter...I hope that

knowing that farmers formed a large
The origins of the trade war, however,
stretch back much further. The U.S. both sides come to the table voter block for President Trump. The
government has viewed the recent and action follows words. agricultural products being targeted
by Chinese tariffs began with prodgrowing economic and geopolitical
ucts with lower order volumes, such
power of China with alarm, especially
-Todd Rokita
as fruits and nuts, but then moved to
with recent initiatives that expand
China’s sphere of influence. One pri- member of the U.S. House of major export products such as pork,
wheat, and soy. Soybeans in particular
mary project includes the Belt and Road
Representatives
were targeted, as China was overwhelmInitiative, a $4-8 trillion infrastructure
ing the destination of export orders
development initiative to enhance
due to the importance of soybeans in
global connectivity and trade. Another
project is the Asian Infrastructure Investment Bank, a
Chinese cuisine and are the top U.S. agricultural
$100 billion bank that sponsors social and economic
export to China. China first ordered that all soybean
development throughout Asia and is seen as a potential
orders undergo a 25% tariff, then halted all these
rival to the World Bank and the International Monetary
orders completely as the U.S. increased tariffs on
Fund. The Clinton, Bush, and Obama administrations
Chinese goods.
have imposed quotas and tariffs on Chinese goods in the
Trade War Negotiations
past, such as conducting anti-dumping investigations and
the Obama administration’s initiatives over the Chinese
Several attempts have been made by officials on
government’s subsidization of aluminum production.
both sides to negotiate an agreement to end the trade
GMAC | 17

war. American officials tried to convince China to purchase more
American products, especially agricultural goods, while the Chinese
tried to convince America to lower tariffs, promising to purchase
more American goods once that happens. Ultimately, neither side was
willing to make lasting concessions, resulting in the continuing of the
trade war to this day. However, around the end of 2019, negotiations
began for a “first phase” to end the trade war, in which China would
buy more American products and end several of its protectionist
policies limiting the ability of American companies to operate in China
while America would begin dismantling its tariffs. The administration
of Joseph Biden, which came into power in January, has yet to revoke
the Trump administration’s tariffs, and have imposed additional
tariffs on products containing tomato and tobacco from Xinjiang due
to concerns regarding the imprisonment of Uyghurs in forced labor
camps, although the first phase of a trade war escalation is currently
being reviewed.
While the trade war succeeded in slowing down China’s economic
growth to an extent, with China’s second quarter GDP growth in 2019
at its slowest in 27 years, it failed to reduce the trade deficit and had
a net negative impact on American farmers. U.S. agricultural exports
to China fell 63% to $5.9 billion in 2018 from $15.8 billion in 2017,
and farm debt levels hit record highs in 2019 as farm bankruptcies
rose to the highest level since 2011. The long term consequence of the
trade war was a diversion of trade flows away from both China and the
United States as companies around the world switched to suppliers in
other countries, with Vietnam, Chile, Malaysia, and Argentina being
the biggest beneficiaries, to hedge against future trade disruptions.
For example, China used to buy 60% of U.S. soybean exports, but
as a result of the trade war, China shifted to buy more soybeans
from Brazil. China now buys only 20-25% of U.S. soybean exports.
The Trump administration compensated for the loss of agricultural
exports with all-time high subsidies of $51.2 billion, which means
that subsidies would comprise a third of American farmers’ incomes,
resulting in increased national debt. While farm subsidies have existed
since the New Deal era in order to alleviate rural poverty, the recent
wave of subsidies have disproportionately benefited rich farmers and
large landowners, including ones that left the agriculture industry. In
the end, the trade war failed to close the large trade deficit the U.S. had
with China and bring back jobs outsourced to China, although it did
stem China’s economic growth briefly.

This article was facilitated by the following source (Also see Works Cited):
Roberts, Ken. “Soybean Exports to China Top $3 BILLION, Narrowly Miss
1-MONTH RECORD.” Forbes, Forbes Magazine, 5 Jan. 2021, www.forbes.
com/sites/kenroberts/2021/01/05/soybean-exports-to-china-top-3-billionnarrowly-miss-1-month-record/.
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Trade War Setbacks and Consequences

Key events
U.S.-China Trade war for agriculture
January 22, 2018

April 2, 2018
China retaliated by imposing tariffs on 128 products
it imports, including pork, soy, and nuts.

May 9, 2018
China cancels all soybean orders from the U.S.

June 15, 2018
Trump declared a 25 percent tariff on $50 billion of
Chinese exports, causing China to announce tariffs
on $50 billion of U.S. goods.

December 11, 2018
Trump announced China was buying a “tremendous
amount” of U.S. soybeans; however, over the next six
months, soybean exports to China were about one
quarter what they were in 2017.

February 2, 2019
China raises tariffs on U.S. exports worth $60 billion.

August 1, 2019
The U.S. levies a 10% tariff on the remaining $300
billion of goods not yet covered by tariffs.
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President Trump ordered tariffs placed on the solar
panels, washing machines, steel, and aluminum and
investigated applying tariffs on $60 billion worth of
Chinese goods.

April 3, 2018
America imposes tariffs on 1300+ types of Chinese
goods.

May 20, 2018
Chinese officials agreed in trade talks to
“substantially reduce” America’s trade deficit with
China by buying more American goods.

August 23, 2018
Trade talks resume as more tariffs take into effect.
China files a complaint to WTO.

January 14, 2019
China’s 2018 trade surplus with the U.S. was a
record $323.32 billion despite the tariffs.

February 7, 2019
Official figures from China showed its second-quarter
GDP growth at its slowest in 27 years.

August 5, 2019

August 13, 2019
Official statistics from China showed its industrial
output growth failing to a 17-year low.

October 11, 2019
The U.S. and China reach an agreement for the “first
phase” of a trade deal, with China agreeing to buy
up to $50 billion in American farm products, and the
U.S. agreeing to suspend some new tariffs.

In retaliation, China ordered state-owned enterprises
to stop buying U.S. agricultural products — a “heavy
blow” for U.S. farmers.

September 26, 2019
American lumber mills conduct massive layoffs
amidst a 40 percent decline in wood product exports
to China.

January 15, 2020
The U.S. and China sign the U.S.-China Phase One
trade deal in Washington D.C.

February 29, 2020
Data from the U.S. Commerce department showed
America’s trade deficit falling for the first time in six
years.

March 5, 2020
May 14, 2020
The Chinese government lifts tariffs on 76 types of
U.S. imports, including blueberries and barley.

December 1, 2020

Due to the COVID-19 Pandemic, the U.S. lifts tariffs
on various types of medical equipment

September 15, 2020
A WTO panel finds that the U.S. tariffs violated trade
rules.

The U.S. and China only reached 58 percent of
targets for U.S. exports under the phase one trade
agreement.

January 13, 2021
March 17, 2020

Joseph Biden is inaugurated as the 46th U.S.
President.

The U.S. bans products containing tomato and
cotton from Xinjiang, citing human rights violations.

Source: “Timeline: Key Dates in the U.S.-China Trade War.” Reuters, Thomson Reuters, 15 Jan. 2020, www.reuters.com/article/us-usaGMAC |
trade-china-timeline/timeline-key-dates-in-the-u-s-china-trade-war-idUSKBN1ZE1AA.
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The impact of U.s.-china trade
war on the Chinese economy
Co-written by Andrew Lou & Jack Rebillard

A Background on Chinese Foreign Trade

I

n 2001, China joined the World Trade Organization (WTO)6, and
as a result, significant shifts in its trade policy were experienced.
Before joining the WTO, the Chinese government heavily regulated
trade and they allowed only select state-owned enterprises to import
foreign goods. However after joining, China loosened the regulations
to allow most Chinese companies to import with few restrictions. The
government still regulates some trade just like any other nation, but
the simple act of joining the WTO heavily liberalized trade barriers in
China.
Imported goods in China currently fall into three categories: permitted,
prohibited, and restricted. Most goods fall under the permitted
classification as China tries to promote as much trade as possible in
order to fuel its impressively high rate of economic growth. Some
goods are classified as restricted imports, where they have to meet
quota or licensing requirements. Finally, a very select amount of
goods, mainly toxins and waste, are designated as prohibited and are
therefore banned from import.

Longsheng Rice Terrace in Guangxi, China | Image Source: Wikimedia Commons

Even though China has taken strides to make their trade more open
over time, numerous trade barriers still exist. Almost all goods are
subject to ad valorem tariffs, or fees based on the value of the import.
Agricultural goods face tariff rate quotas where the tariff amount
changes based on the quantity of imports. Furthermore, most goods are
subject to value added taxes between 10% to 16% and consumption
taxes ranging anywhere from 1% to 40%. Licenses are also used to
control importation, particularly for manufacturing inputs as China’s
foreign trade strategy is centered around being the singular, dominant
manufacturing powerhouse. The final main trade barrier implemented
by the Chinese government is an import inspection system to assure a
high quality for products entering the country7.

Government Actions During the Trade War
Over the course of the trade war, many of the aforementioned tariff
rates changed to combat the United States’ aggressive trade stances.
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Figure 2
Data for this chart was facilitated by the following source: World Integrated Trade Solution

In 2018, China rolled out increased tariffs8 on 124
American goods, including rate hikes on aluminum,
airplanes, cars, pork, soybeans, fruits, nuts, and steel.
Later that year, China halted all soybean imports,
which was a stance whose objective was to directly
disrupt the American agricultural sector9. In 2019,
China essentially halted imports10 on most American
agricultural goods, reaffirming its commitment to
destabilize the American agricultural sector and combat
American tariffs on Chinese goods. Later in the year,
China raised exports on an additional $75 billion
worth of American goods11. Over the course of these
two years, China raised its tariff rates on almost all
American imports, a strategy designed to counteract the
trade policies of their international rival.
By the end of 2019, the trade war was beginning to
take an economic toll on both countries and both
governments made efforts to reduce the trade barriers
between the two nations, with China rolling back tariffs
on 16 essential goods12. In 2020, China continued to
rollback tariffs, this time on 79 goods from a variety
of industries13, most notably the agricultural industry.
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During this year, China also signed the US-China Phase
One deal14, an agreement that focused on intellectual
property rights, technology transfer, agricultural
products, financial services, exchange rate transparency,
expanding international trade, and bilateral evaluation
and dispute resolution. This was the first bilateral
agreement between the two countries to resolve their
trade disputes. However, by the end of the year, only
58% of the trade target was met and the deal had only
marginal impacts on lowering trade barriers15.

Macroeconomic Effects of the US-China Trade
War on the Chinese Economy and Trade
The consequences of the US-China trade war on
China’s economy are difficult to isolate because of
China’s slowing growth, the worldwide pandemic, and
the lack of a definitive end to the trade war. The conflict
began during Donald Trump’s presidency in 2016.
Tariff escalation continued with multiple rounds. By
the beginning of 2020, the United States had enforced
tariffs on over $360 billion worth of Chinese goods.
China, on the other hand, retaliated with over $110

billion dollars worth of American products16. The
negative effects of the trade war have considerably
changed the foreign trade landscape in China. From
2016 through the end of 2019, economists hypothesize
that the monthly balance of trade in the country
decreased from $56.8 billion to $47.2 billion, although
this information is only an estimate as the Chinese
government maintains a level of confidentiality with
this data. Imports into the country as a percent of GDP
remained relatively constant over the period, at around
17.3%. On the other hand, exports out of the country
decreased from 21.4% to 18.5% over the same period,
a result of the anti-trade sentiments from the United
States. Finally, Chinese net foreign direct investment
decreased drastically from $41 billion in 2016 to -$58
billion in 2019.
The trade war also had evident macroeconomic
effects on the Chinese economy, most of which were
moderately negative. While the GDP of China did grow
by $3 trillion dollars, its GDP growth rate declined from
6.849% to 5.95%. Furthermore, the GDP per capita and
GNI per capita growth rates declined over the same
period by 11.1% and 8.5% respectively. In addition
to these declines, inflation rose as a result from the
tariffs from 2% to 2.899%, a nearly 45% increase. The
Chinese consumer price index also rose from 117.221
to 125.08 basis points, reflecting the sudden increase
in prices. Over the course of the trade war, the number
of employed persons in China decreased even though
wage rates increased. All of the macroeconomic data
suggests that the consumers in China bore the brunt of
the negative economic impacts due to the decreased
availability of jobs and higher consumer prices. Overall,
the macroeconomic effects on the Chinese economy
were slight but negative since they slowed what has
been otherwise an impressive rate of growth for the past
few decades and hurt consumers in the nation.

international markets. China decided to reach out to
the WTO in order to receive aid from the governing
body to force American tariffs down. This is largely
due to the fact that China has no real control over the
American political system, whereas the WTO does
have the ability to change American trade practices and
impose international pressure17.
China has a history of exporting cheap manufactured
products across the globe, and the United States is its
biggest consumer. Tariff impositions dropped exports
by over 12% in 2019. In the second quarter of 2019,
export prices dropped 8%, which harmed Chinese
producers who consequently received lower prices
for their sales18. During that summer, the industrial
output growth dropped to the lowest it has been since
200219. Areas like within China such as Dongguan
were previously heavy manufacturing regions. Though
statistics on Dongguan are not published by the Chinese
government, the withholding of economic statistics in
this area suggests less than favorable conditions.
To adjust to trade war repercussions, China lowered
trade barriers among other partnering countries to
decrease dependency on American goods. Taiwan,
Mexico and the EU enjoyed the benefits of this trade
diversion and thus increased their exports by billions.
An unexpected beneficiary of the trade war was South
Asian countries. Faced with high tariffs, Chinese
producers sought two methods to sell goods. The first
was selling wholesale products through a discounted
price. The other was sending Chinese products to
Malaysia and Vietnam, where they would be processed
there and then shipped to the USA, circumventing the
tariff.

Reactions by Chinese Producers and
Government
The first major reaction by the Chinese government to
protest the high tariffs imposed by the United States
government was filing a formal complaint to the
WTO. China stated that the United States’ decision
to subsidize energy firms and impose massive tariffs
on imported products had the effect of distorting
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Worldwide Impact of the trade War
Written by Jeffrey Zoyhofski

Trade war with China is not only affecting China and the U.S., it is affecting
” The
everybody...these kinds of decisions are impacting the world—and it should not be
the right of one person to decide.

-Rodrigo Malmierca DÍaz, Minister of Foreign trade and foreign investment of Cuba

T

he trade war between the United States
and China has impacted many countries
throughout the world, especially Southeast Asian
countries. The United States’ desire for other
import sources and a worldwide increase in
protectionism trade policies resulted in substantial
economic impacts.			
Due to tariffs China imposed on the United
States, the U.S. began to explore other suppliers
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of raw materials such as steel and textiles. The main
new source of imports of these materials to the U.S. is
Vietnam. Vietnam still has a perception by many groups
of people as an undeveloped manufacturing society.
However, this perception is fading as Vietnam’s young
and growing population of 100 billion has improved
the country’s ability to mass manufacture complex
products, and export these products to other countries.
During 2019 alone, the United States Census Bureau
had a 35.6% increase in Vietnamese imports and a

16.2% decrease in Chinese imports. Vietnam’s top
exporter is now the U.S., with 23.2% of all exports
from Vietnam designated for the United States. Vietnam
became the new main source of imports for the United
States as a result of the country separating itself in
several ways from its neighbors in Southeast Asia20.
There are several reasons why the U.S. selected
Vietnam as a substantial new source of American
imports. Vietnam is an ideal import source due to its
position as a global leader for computer and telephone
manufacturing, its quickly increasing absolute level of
income growth, and its ability to help the United States
further facilitate itself as an ally to the Association
of Southeast Asian Nations (ASEAN). Vietnam
emerged as a global leader in computer and telephone
manufacturing because of a $17 billion investment
by Samsung to build eight factories and a research
and development center. As a result, just under 25%
of overall Vietnamese exports are Samsung products
alone. Vietnam does have one of the fastest accelerating
rates, which further facilitates the country as a great
alternative to Chinese imports. In addition, there are
many benefits of the United States further improving
its relationship with the ASEAN. This organization of
ten countries represents over 650 million people and is
expected to be one of the most preeminent commercial
zones in the world. The improvement of trade relations
between the United States and ASEAN will allow the
United States to export a variety of its own products to
these very populated countries and have more access
to some of the highest quality products in the world
that are developed in these countries. These significant
advantages Vietnam has over neighboring countries
in Southeast Asia led to the substantial increases of
Vietnamese imports from the United States and the
overall status of Vietnam as the main new source of
imports for the United States20.
Another impact of the U.S.-China trade war on other
countries is an overall increase in protectionism
ideologies. According to BBC News, “Protectionism
is trying to use restrictions such as tariffs to boost
your country’s industry and shield it from foreign
competition”21. Former President Donald Trump
implemented a 25% tariff on steel imports and 10%
tariff on aluminum imports to encourage domestic

development and purchase of these raw materials.
This rhetoric of protectionism occurred in China’s
retaliating tariffs as well as President Joe Biden’s
decision to not lift many trade policies implemented
by Trump. This rise in protectionism may spark
patriotism and satisfy many citizens of the general
public, but protectionism can often lead to poor
economic policies. Protectionism policies can
even ignore many simple theories that are the very
foundation of economic study such as the theory of
Comparative Advantage. The theory of Comparative
Advantage, defined by economist David Ricardo,
states that, “Nations prosper when they specialize in
the things which they do best and do not fear trade”.
The United States and China each have products
they can manufacture and export with a smaller
opportunity cost than the other country. There may
very well be additional international regulation
needed to ensure trade, currency, and labor policies
are standard and fair, but completely foregoing basic
economic theory in the hope of protecting one nation
will result in negative impacts on economic growth
and security of all nations involved22.
In conclusion, the trade war between the United
States and China has had substantial impacts on the
flow and conduct of trade not just between themselves
but throughout the world. Unfair trade practices
can cause other countries to seek out changes in the
quantity of goods imported from which countries.
A corresponding rise in protectionism can also
be dangerous as failure to uphold the foundations
of economic theory can cause a decrease in total
output and even economic growth worldwide. It
is clearly important to consider all of the intended
and unintended impacts a trade war can have on the
entire world rather than just the countries considering
entering a trade war or increasing protectionism
economic policies.
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China currency
Written by Ahmed Elkhwad
Graphic by Kassandra Nguyen
the currency. China briefly returned to the fixed
exchange rate scheme between July 2008 to June
2010 in an effort to have stability during the Great
Recession. In June 2010, the PBC announced a return
to the managed floating exchange rate scheme, which
it has maintained to this day.

Devaluation and accusations of “currency
manipulation”

China’s history of different exchange rate
schemes

T

he value of the Chinese Yuan is based on the supply
and demand of a basket of major international
currencies, such as the U.S. Dollar and the Euro. Up
until July 2005, China utilized a fixed exchange rate,
with the value of its currency being tied directly to
the value of the U.S. Dollar (1 D=8.28 Yuan). A fixed
exchange rate scheme where the value of the Yuan was
directly pegged to the U.S. dollar made sense for China
at the time because it was a developing economy and its
economy benefited from a stable currency whose value
was tied directly to the world’s largest economy. In July
2005, the People’s Bank of China (PBC) announced it
was reforming its exchange rate system from a fixed
exchange rate to a managed floating exchange rate.
Under this exchange rate scheme, the Chinese Yuan’s
value was allowed to float between two fluctuation
bands. If the value of the Yuan increased beyond the
upper limit of the fluctuation band, the PBC would take
active measures to devalue its currency until its value
was restored to “acceptable” levels. If the Yuan’s value
decreased below the lower bound of the fluctuation
band, the PBC would take active measures to reevaluate
28 | GMAC

Currency devaluation is a tactic used by some
countries to increase their export volume, decrease
domestic consumption of imports, and decrease the
nation’s trade deficit. Governments devalue their
country’s currency by selling their domestic currency
on the foreign exchange market and buying up
foreign currency in return. This serves to increase
the supply of the domestic currency, thus decreasing
its value. Devaluing a currency makes that currency
cheaper in comparison to other currencies, which
effectively reduces the price of a country’s exports in
the eyes of foreign economies. Devaluing a currency
also makes the real price of imports more expensive
for domestic consumers, which leads to a lower
volume of imports consumed by these consumers.
These twin economic effects lead to an overall
reduction in the devaluing country’s trade deficit.
China has historically displayed a tendency to devalue
its currency at times when it seeks to increase the
volume of its exports. The most recent example of
Chinese currency devaluation occurred in August
2015. Days after reports indicated that China’s export
volume was down 8.3% from the previous year, the
PBC began the process of initiating three consecutive
rounds of devaluation. The devaluation rounds served
to decrease the value of the Yuan by 3%. The PBC,
however, did not end its devaluation of the Yuan after
these three rounds. The value of the Yuan continued
to decline sporadically until August 2019. In total,
the value of the Yuan decreased vis-à-vis the dollar
from 6 yuan per dollar in June 2014 to 7 yuan per
dollar in August 2019. This devaluation led the

Trump Administration to label China a “currency
manipulator” in August 2019 (the Administration
would go on to back off from this label in January
2020, as part of the “Phase One” trade agreement
with China).
The assessment of China as a “currency manipulator”
constantly seeking to devalue its currency in a
strategic effort to make its exports more competitive
is far from fully accurate, however. In fact, Chinese
economic officials claim that the country’s current
exchange rate regime is vastly more of a free market
approach than it ever was before. This is supported
by the fact that, in recent years, the PBC has pursued
currency revaluation as frequently as it has pursued
devaluation. In June 2014, the PBC aggressively
sold its reserves of dollars and bought back Yuan
in an effort to increase the value of the Yuan. After
selling off 25% of its reserve of U.S. dollars, the PBC
decided it could not maintain the Yuan exchange rate
target it had set and began the process of devaluation
in August 2015. In January 2017, the PBC began
a new phase of dollar accumulation, in an effort to
devalue the Yuan. However, the PBC quickly shifted
its approach again. In 2018, the PBC began once
again aggressively selling off its reserve of dollars
in an attempt to reevaluate the Yuan. The PBC
nowadays is much more willing to pursue a currency
valuation method based on market conditions rather
than attempting to manipulate the value of the Yuan to
increase the volume of Chinese exports.
The long-run trends in the Yuan’s value vis-à-vis the
dollar also indicate that the PBC has loosened its grip
on exchange rates. In spite of the devaluation that
occurred between August 2015 and August 2019, the
Yuan appreciated by almost 39% between the time
that the fixed exchange rate was abandoned in July
2005, through August 2019. In that same time span,
the U.S. Dollar appreciated by only 11.9%. This
indicates that China is in fact increasingly adopting
a more free market approach to its exchange rate
regime, a result which the IMF confirmed in August
2019, when they released a report saying that they
believed the Yuan was in fact fairly valued—a result
heavily refuted by the Trump Administration.
GMAC | 29

China’s long-term goal: Internationalize the
Renminbi
The Renminbi (RMB) is China’s official currency,
and it acts as a medium of exchange. The distinction
between the Yuan and the Renminbi is slight, but
important. The Yuan is the unit account of the country’s
economic and financial system, and it’s the name of the
unit in which Renminbi transactions are denominated.
For over fifty years, the U.S. Dollar has been the
de facto source of global liquidity. U.S. treasury
obligations compose the largest financial market
in the world. China’s long-term goal is for Chinese
citizens and non-Chinese economies to use the RMB
for trading, borrowing, lending, and international
investment. The Chinese government has taken several
steps to encourage RMB use internationally in recent
years. It has aggressively issued RMB-denominated
bonds, supplied foreign economies with RMB liquidity,
and reduced capital controls. These measures have
resulted in a large increase in RMB bank deposits in
foreign financial centers like Hong Kong, Taiwan,
and Singapore, a large increase in RMB-denominated
bonds issued and RMB denominated loans extended
in a number of foreign financial centers, and a large
increase in the foreign exchange turnover of the RMB.
Furthermore, by the end of 2019, China had bilateral
currency swap agreements with 27 countries; most
notably the UK, Russia, Brazil, Singapore, Australia,
Canada, South Korea, and the UAE. Bilateral currency
swap agreements allow foreign economies to access
RMB liquidity at relatively low interest rates. In
exchange for the RMB liquidity, the foreign economy
must provide the PBC with a specified amount of
its own currency as implicit collateral. The bilateral
currency swap agreement construct is an incredibly
effective way for China to increase international RMB
reserves and thus, its own international economic
influence.
There are several reasons why China is actively
pursuing the internationalization of the RMB. If the
RMB is internationalized, China can be protected from
speculative attacks against the RMB, an occurrence
which is quite common in developing economies. RMB
internationalization would also allow China to exert
more global political influence by endowing China with
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the ability to freeze assets, as well as strengthening
the weight of Chinese economic sanctions.
Internationalization of the RMB would also enable
China to cheaply borrow large amounts of money
globally, in China’s own currency.
Additionally, China has proposed the idea of a “super
sovereign currency” as the global reserve currency.
Under this system, the currencies of the world’s largest
economies would be the constituent currencies that
compose the reserve system. Each constituent currency
would be weighted by the size of the country’s GDP
(since China is the world’s second largest economy,
the RMB would be the second most heavily weighted
currency in the reserve system, and so on). While this
idea is far-fetched and unlikely to be adopted by the
IMF or any major economies, it illustrates China’s
desire to compete with or even supplant the D as the de
facto, global reserve currency. China wants to escape
what it terms as the “dollar trap”. Currently, the U.S.
dollar composes about 60% of global foreign exchange
reserves, which has led many developing countries
to peg their currencies to the D. China believes that
the problem with this dollar centric monetary system
is that nation’s are “vulnerable to U.S. sanctions and
Washington’s power to freeze a nation’s international
assets in the case of a dispute” (Wang Zhenying,
President of Shanghai Gold Exchange). Whether or not
the super sovereign currency reserve system is adopted,
China wants the RMB to be one of the major reserve
currencies of foreign central banks, and compete with
the USD for foreign exchange reserve supremacy.

Data was facilitated by the following source: World Integrated Trade Solution

Condensed Trade Summaries
Top exports (E) & imports (I) every 3 years

The U.S.A.
Monolithic Integrated Circuits E
29,650,022.26 million USD
Petroleum Oils & Bituminou Oils I
75,157,059.50 million USD
Monolithic Integrated Circuits E
31,588,783,22 million USD
Petroleum Oils & Bituminou Oils I
143,216,147.63 million USD
Aircraft nes of an unladen weight E
43,577,812.08 million USD
Petroleum Oils & Bituminou Oils I
253,048,337.48 million USD
Petroleum Oils & Bituminou Oils E
53,956,896.03 million USD
Petroleum Oils & Bituminou Oils I
266,611,879.07 million USD
Petroleum Oils & Bituminou Oils E
112,045,048.12 million USD
Petroleum Oils & Bituminou Oils I
273,836,049.19 million USD
Petroleum Oils & Bituminou Oils E
62,179,077.20 million USD
Petroleum Oils & Bituminou Oils I
108,092,132.72 million USD
Petroleum Oils & Bituminou Oils E
87,507,950.67 million USD
Petroleum Oils & Bituminou Oils I
132,370,662.61 million USD

China
2001

2004

2007

2010

2013

2016

2019

E Parts & Accessories of Auto Data Process
I

7,982,558.60 million USD
Petroleum Oils & Bituminou Oils
11,661,257.31 million USD

E Parts & Accessories of Auto Data Process
I

23,878,285.05 million USD
Monolithic Integrated Circuits
37,596,848.31 million USD

E Digital Auto Data Process
I

66,678,372.72 million USD
Monolithic Integrated Circuits
108,435,375.39 million USD

E Digital Auto Data Process
I

100,716,833.27 million USD
Petroleum Oils & Bituminou Oils
135,299,673.34 million USD

E Digital Auto Data Process
I

115,010,948.77 million USD
Monolithic Integrated Circuits
231,222,001.05 million USD

E Transmission apparatus
I

116,102,550.13 million USD
Monolithic Integrated Circuits
226,928,832.56 million USD

E Transmission Apparatus

174,449,908.41 million USD
I Monolithic Integrated Circuits
305,417,842.49 million USD
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BRICS
Written by Stephen Zhu

C

oined by Jim O’Neill of Goldman Sachs in 2001,
the acronym BRIC stands for four countries
identified as leaders in emerging markets: Brazil,
Russia, India, and China. In December 2010, China
invited South Africa to join the group, now collectively
known as BRICS. As of 2001, the BRIC countries were
projected to grow more in GDP than the G7 in 2002,
and their share of the world GDP is expected to rise in
the coming years23. By 2014, it was found that while
the BRICS countries were not as severely impacted by
the global financial crisis, GDP growth had slowed to
approximately 5% annually24. The BRICS countries
have since worked in cooperation in their goals to
reach developed country status at the annual BRICS
conferences, first held in Russia in 2009. In 2011, the
BRICS forum was officially established to encourage
political and economic cooperation across their nations.

populations, making them unique from other countries
in their growth path in the following years. These
characteristics are commonly associated with abundant
natural resources, a cheaper labor force, and other
features that allow rapid industrialization. This paper
seeks to analyze how these factors influence how the
BRICS economies have grown and how their economic
strategies may change. To investors, BRICS may be
a source of great investment opportunities, involving
both high returns but also high risks. To government
organizations, research can help guide foreign policies.
Therefore, it is important to understand how the BRICS
countries develop and grow their economies, and
how their current political, social, and geographical
conditions shape their futures.

Not only do the BRICS countries share a common
characteristic of being high growth developing
countries, but they also have large land areas and high
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Brazil
Written by Corinna You

Background — Economic

A

mong the BRICS countries, Brazil is the third
most populous country with more than 210
million people, and it possesses the fourth largest
economy amid the five25. With a GDP of more than
1.43 trillion USD as of 2020, Brazil is a developing
country and an economic leader in South America26.
The country’s economy contracted by 3.9% in
Quarter 3 (Q3) of 2019 due to the effects of the
COVID-19 pandemic, but proceeded to grow by 7.7%
in Q3 of 2020 according to data published by the
government27. In 2021, Brazil’s economy is forecasted
to decline at a much lower rate compared to other
large economies in Latin America such as Argentina
and Mexico28. The primary economic sectors are
agriculture, manufacturing, and services (See Figure
3)29. Brazil is also a major exporter, primarily of
agricultural products, delivering 52.8% of exports
by value to Asia, 16.8% to Europe, 14.1% to North
America, among others (See Figure 4)30.

Figure 3

Background — Social
Like many developed countries, Brazil is in stage
4 of the Demographic Transition Model, meaning
that both birth and death rates are low, stabilizing
the overall population growth31. Brazil has a Human
Development Index (HDI) of 0.765, compared to
China’s 0.761, India’s 0.645, Russia’s 0.824, and
South Africa’s 0.70932. The highest HDI score a
country can achieve is 1.0; in other words, it has a
stable government, good education, healthcare, and a
strong economy. A range of 0.55 to 0.79 is considered
a medium-high HDI33. Brazil’s HDI of 0.765 reflects
room for improvement in combating inequality,
unemployment, homicide, etc, though the country
already has a decent standard of living34.

The Impact of COVID-19
The COVID-19 pandemic has posed unprecedented
economic and social challenges for Brazil, revealing
both social and structural problems. Not only is the
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Figure 4

GDP expected to contract by 4.5% this year, but the
poorest 40% of the population, small to medium
businesses, and even municipal governments
are highly vulnerable to the economic crisis.
Unfortunately, poverty and inequality increased
sharply during the pandemic, mostly due to higher
unemployment among lower-income jobs35. The
government offered payments between US$120
to $240 a month to those who had lost their jobs,
but they did not announce new payments for 2021.
Additionally, Brazil’s disorganized handling of the
pandemic and high public debt makes the country
very vulnerable to new waves of the virus and a
prolonged recession36.
The effects of the pandemic in Brazil were
exacerbated by political tension and decisions. The
president, Jair Bolsonaro, had previously dismissed
the dangers of the virus and quarantine measures
before contracting it himself. His dismissal conflicted
with the efforts of other officials who were quick to
try to combat the virus37. Inquiries and mentions of
impeachment have been made to Bolsonaro in light
of his pandemic response38. By the end of April,
2021, the virus has claimed more than 400,000 lives,
208,000 of those being lost in 2021 alone39. Brazil
also has the third highest number of COVID-19
cases, behind the United States and India40. Brazil’s
vaccination efforts are being delayed by some
people’s failure to show up for the second dose, by
delayed supply and ingredients from China and India,
and poor communications on the importance of the
vaccine41.

of tax avoidance and increase the efficient use of tax
revenue. The agricultural sector could increase the use
of e-commerce platforms, which makes purchases and
deliveries of goods to markets more efficient. To address
concerns and recovery of small to medium firms, the
government could provide better wage compensations
especially to informal workers, who have suffered the
most during the pandemic. The firms would also benefit
from an expanding FinTech industry, grants to incentivize
production, and assistance in technological upgrades and
digitalization43.
Social strategies include basic income, social protection
systems, education opportunities, among others44. To
lessen inequality, the quality of urban housing should be
improved. Increasing access to running water, reducing
water-supply interruptions, and stabilizing energy supply
are all important improvements that could be made to the
infrastructure sector45. They not only promote household
hygiene during the pandemic, but also increase the
general quality of life in crowded urban areas.
Apart from economic and social reforms, environmental
policies are also crucial to Brazil’s economic recovery
and sustainability. Deforestation of the Amazon
Rainforest in Brazil poses a major threat to the Earth’s
ecosystem even before the pandemic; however,it has been
particularly rampant during the pandemic (See Figure 5).
Image Source: MAAP Project

Transformation
However, as long as Brazil learns from its failed
responses to the pandemic, it is headed towards a
brighter future. After all, a major crisis also identifies
what the most severe structural problems are and
provides an opportunity to implement changes
and reforms. To implement a long-lasting and
“transformative recovery,” Brazil and some other
South American countries need to implement active
social and economic strategies42.
Economic reforms could look like expansionary fiscal
policy and tax reforms. These can help solve the issue

Figure 5: Amazon Deforestation Hotspots 2020
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Although the demand for wood should have decreased
during the pandemic-induced economic slowdown, the
reduction in surveillance measures created opportunities
for illegal loggers to invade indigenous and protected
lands. The government should strengthen its current
forest monitoring and protection strategies, focusing
on quick responses to deforestation alerts. They should
also increase sanctions and create financial incentives to
use the forest sustainably46.

36 | GMAC

Image Source: McKinsey & Company

These policies would ideally provide sustainable
structural improvements to Brazil’s business arena,
agriculture sector, social welfare, quality of life,
environmental protection, among many others.
Potentially, they will not only aid Brazil in its recovery
from the COVID-19 pandemic, but will also create a
transformative recovery that will launch it and other
BRICS countries toward global economic dominance.

Image Source: Alexandra Anikeeva, REUTERS, France 24
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Russia
Written by Shawn Chen

Introduction

S

ince the end of the Cold War, Russia’s economy
in the 1990s had undergone drastic change as its
leaders, Mikhail Gorbachev in the Soviet Era and later
Boris Yeltsin after the collapse of the Soviet Union,
had both implemented radical reforms. There was a
hope among its leaders and people that Russia could
transition into a vibrant capitalist market economy
that resembled the West. Yet, the tragic realities of
economic reform in Russia completely shattered such
expectations. Although most parts of the world’s
economies prospered in the 1990s, Russia’s declined
sharply. From 1991 to 1998, Russia’s GDP shrunk
by almost 40%. Coupled with the economic crisis,
the 1990s in Russia was a period marked by frequent
social unrest and political coup and uprising. The
social and political conflicts culminated in the 1993
Russian Constitutional Crisis, in which President
Yeltsin forcefully dissolved the legislature by ordering
troops to fire on the parliament. Although the Russian
economy was on course for a rapid recovery in the
first decade of the twenty-first century, it was severely
impacted by the 2008 Recession. Subsequently, in

2014, Russia’s economy again experienced severe
recession due to the economic sanctions by the
West and the crisis in Ukraine and Crimea, and the
economy had remained stagnant ever since. Prior
to the COVID-19 Pandemic, its average real GDP
growth rate was only 2%—considerably low for a
developing economy.

Economy in Transition: 1990s Reform
The 1990s economic and political reforms in
Russia were rooted in the perestroika reforms under
the leadership of the last Soviet leader, Mikhail
Gorbachev. Under perestroika (meaning restructure
in Russian), there was some level of liberalization
and some market elements were introduced to the
command economy. However, the goal of perestroika
was to lessen regulation and reduce centralization in
order to preserve the command economy and improve
its efficiency, and not to transition into a market
economy. Nevertheless, the Soviet economy remained
stagnant under perestroika. Many criticized that it led
to the eventual downfall of the Soviet Union, as many
who were dissatisfied with perestroika reforms called
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for more radical reforms such as completely abolishing
the economic and political system and reestablishing
one that mimics the West.
The newly formed Russian Federation inherited the
economic reform policies of perestroika after the fall
of the Soviet Union. The administration of Russian
President Boris Yeltsin accelerated the reforms, and
embraced many more radical liberalization policies
including massive privatization of national assets and
state-owned enterprises, stabilization of the ruble, as
well as shock therapy—the instant release of price
and currency controls by the state in order to quickly
liberalize the centrally-planned economy into a market
one. Yet the economy worsened as shock therapy
only further disrupted the turbulent price system. It
was a shock, but there was no therapy. Jeffrey Sachs,
the American economist known as the architect of
shock therapy, at the time was the economic advisor
to Gorbachev and then later Yeltsin. According to his
accounts, the United States and European governments
all refused to grant Russia any forms of debt relief. As
he sought to obtain vital financial aid from the West and
the IMF on behalf of the Russian government, none was
given. Furthermore, through collusion with government
officials such as the loans-for-shares scheme, most
of the state assets and wealth from the Soviet era
eventually ended up in the hands of a few people,
known as the “oligarchs.” Some Western advisors
hired by the Russian government were also involved
in corruption. Therefore, the lack of aid, assistance and
debt relief, coupled with the catastrophic financial crisis
and severe corruption, shattered the Russian economy
and caused a prolonged period of chaos and recession.
It is the consensus that the reform process was a total
failure. Russian GDP fell 15% in 1992 and its inflation
rate reached 874% in 1993. Before finally regaining
positive growth in 1997, Russian economy had shrunk
by 40%. Average life expectancy also fell from 69 years
in 1990 to 64 years in 1995, with up to five million
excess adult deaths from 1991 to 2001.

Aftermath of Disaster
1997 saw signs of economic recovery in Russia. For the
first time, Russia’s GDP was projected to have positive
growth. Its inflation rate had been falling rapidly over
the years and was expected to stabilize around 11%.
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Meanwhile, oil prices were expected to remain at $23
per barrel. Some analysts predicted higher credit ratings
and expanded financial aid to Russia. Russia’s economy
was booming, just like the rest of the world, until the
1997 Asian Financial Crisis spread to Russia. The
crisis propagated to Russia when the ruble experienced
a speculative attack on November 11, 1997. Panic
caused Russian Stock Market to plummet in the entire
year of 1998. Ultimately, on August 17, 1998, Russian
government was forced to float the ruble and default on
its debt. The year 1998 ended with a GDP decline of
5%.

”After the global market recovered,

Russia enjoyed unprecedented economic
growth from 1999 to 2008 just like the
rest of the world.
GDP growth during the period averaged about 6.9%.
Many argued that the increasing global demand for
natural resources and the devaluation of ruble, both
of which boosted Russia’s export, were the main
drivers of economic growth. This period also saw both
continuations and rollbacks of economic reforms in
Russia: under the Putin administration, privatization
of land and tax reforms continued, but some private
companies were taken over by the state to be
re-nationalized, such as the Yukos Oil Company.

Russia’s Economy: 2014-Present
Russia’s economy plunged during the 2008 Financial
Crisis. Although growth did return after the crisis, the
economy never experienced the same level of growth
as it did before the crisis. The moderate growth could
be explained by the fact that the price of oil never quite
picked up to the pre-crisis level. Russia’s economic
recovery was also short-lived, since the economy fell
back into recession again after being hit by sanctions
following the annexation of Crimea in 2014.
After Russia’s annexation of Crimea in March 2014,
the US, Canada and the EU governments collectively
imposed economic and financial sanctions. According
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to NATO, there were three main types of sanctions:
restrictions of Russian state-owned banks, energy
and military enterprises from accessing the Western
financial markets and services, arms embargo,
and embargo on exports of sensitive technology
and equipment for Russia’s oil industry. The most
important measure was to cut off Russian stateowned banks from the European financial market and
restrictions on the buying of debt, which significantly
increased the barrier for Russian financial institutions
to issue bonds and raise funds. The sanctions,
combined with a drastic plunge of oil prices in 2014
and 2015, forced Russia’s economy into a recession.
This is due to the fact that Russia’s economy has
always been significantly dependent on oil and gas,
which accounts for 60% of Russia’s export and more
than 30% of GDP. In the end, GDP grew by 0.7% in
2014 and -2% in 2015. Russia’s economy remained
stagnant until the current COVID-19 recession as
sanctions were never lifted off.

the term BRIC, hence categorizing Russia as one of the
four most vibrant emerging markets in 2001, Russia’s
economy was indeed growing rapidly. However, after
the Great Recession and the 2014 Russian Financial
Crisis, Russia’s economy remained stagnant till this day.
Many structural issues within Russia’s economy such as
dependency on natural resources remain unsolved. As
Russia, along with most of the world, were still battling
the COVID-19 pandemic, the collapse of oil prices at
the end of 2020 only further complicated the difficulty
of Russia’s economy. The IMF projects Russia’s GDP
to still grow only around 2% from 2020 to 2025, which
was significantly lower than India and China among
the BRICS countries. If Russia’s economy continues to
follow the stagnant trajectory, it becomes questionable
whether it should still be considered an emerging market
in the standard when Jim O’Neill coined the term BRIC
back in 2001.

Emerging Market?
When Goldman Sachs economist Jim O’Neill coined
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India
Written by Gavin Cunningham

Economic Overview

W

ith a population of approximately 1.3 billion people, India
is the world’s largest democracy, and
due to continued development and economic growth over the past decade,
the nation has emerged as a substantial
global economic power. India supports
the fifth largest global economy with a
total GDP of $2.83 trillion as of 2021.
As a whole, the country is very reliant
on domestic private consumption, which
accounted for 60.2% of its Nominal GDP
in December 2020, making it the world’s
sixth-largest consumer market. Some of
India’s most notable economic sectors
include its agriculture, manufacturing,
food processing, finance, and technology industries. Based on current-year
data, India’s approximate GDP composition is outlined in Figure 7 to the right.
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Figure 7

”India must reduce its dependence on

imports and ensure that we make
products in India. Products must now
be “Made in India” and “Made for the
world”.
− India Prime minister Narendra Modi
on responding to the covid-19 pandemic

Notably, India has the second-largest workforce in
the world totaling approximately 500 million people.
However, the national employment rate is quite low at
around 48%, a figure which was declining even before
the pandemic. Due to the COVID-19 pandemic,
India saw its economy contract by a record 8% in
2020. Despite this, an International Monetary Fund
(IMF) forecast pitched India as the fastest-growing
major economy over the next two years and the only
one expected to record a double-digit recovery from
the pandemic in 2020, with a projected growth rate
of 12.5% in 2021 and 6.9% in 2022. However, as a
result of India’s catastrophic second-wave of cases,
the IMF will be revisiting these estimates.

COVID-19
While the COVID-19 pandemic drastically slowed
India’s economy throughout 2020, the nation began
to recover quite well in 2021, with daily cases in
February falling almost 90% from the peak of India’s
first wave. After their two-month national lockdown
starting in March 2020, the nation became reluctant
to impose any more harsh COVID-19 restrictions,
as businesses realized that they must learn to live
with COVID-19 and its impact. To mitigate the
pandemic’s impact on the economy the government
and Reserve Bank of India released a series of phased

stimulus packages totaling about 15% of India’s GDP,
significantly improving business confidence. Due to
these proactive measures, the economy was on track for
growth and expected to rebound.
However, with the arrival of what is now the world’s
worst outbreak, India has suffered tremendously, with
a peak seven-day rolling average of newly reported
cases of 392,000. While India’s economy has been
surprisingly resilient, the nation’s healthcare system
has been overwhelmed, with many hospitals facing
shortages of oxygen, beds, and critical drugs. While
the surge in cases is still ongoing, experts around the
country are relatively certain the second wave has
already hit its peak, when looking at the nation as a
whole. The number of daily reported cases has steadily
declined over the past three weeks, dropping below
200,000 on May 24th for the first time since mid-April.
Overall, India is only the third country to report over
300,000 coronavirus deaths, behind only Brazil and
the United States. Since there is a delay between when
a case is reported and a death, models predict that
between mid-May and the end of June, India will see
approximately 100,00 deaths. It is projected that India
will see approximately 100,000 more deaths by the end
of June.
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How Can Healthcare Digitization Help with
Recovery?
India’s pharmaceutical and healthcare industry is
massive.

”In fact, India is the largest producer of

generic drugs in the world, and COVID-19
excluded, fulfills over 50% of global
demand for vaccines.
However, what is most notable about the industry is
the massive revolution it is about to undergo. India’s
healthcare industry has seen a dramatic increase in
digitalization in recent years and before the pandemic;
this transformation was seen as a longer-term priority
for the industry. However, COVID-19 made the
development and integration of digital healthcare
solutions a much more prominent goal requiring
immediate attention, with the government recognizing
early on the potential for digital technologies to
improve the country’s healthcare landscape.
This topic was further addressed in April 2021 at an
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eCornell Keynote Event, ‘The Future of Tech in India.’
Shobana Kamenini, an Executive Vice Chairperson for
Apollo Hospitals Enterprises, a leading developer of
digital health solutions in India, spoke about how the
company’s newest services have significantly improved
their users’ accessibility to hospitals, medicines, and
professional advice. Apollo’s main service is an app
called ‘Apollo 24 | 7’ that gives its users 24/7 rapid
access to teleconsultation, medicine deliveries, and lab
tests. The app even allows doctors to receive online
training and education. These services have helped
millions of Indian citizens throughout the first wave,
and now with over ten million users, the app is seeing a
five times usage increase during the second wave. Other
revolutionary technologies developed by Apollo include
its AI clinical decision support system, which through
the app analyzed 4.5 million lines of codes from 1.5
million patients and was able to recognize almost 600
disease patterns. Kamenini argues that the future will
move towards adopting this type of technology and that
it will not get rid of doctors, rather, help make them
smarter. Additionally, risk calculations that can help
predict heart attacks a week in advance through the use
of data analysis are beginning to spread all across the
world now that Microsoft has given Apollo a royalty
for this technology. Kamenini also noted that in the
future, the integration of 5G technology will allow
Apollo 24/7 to offer their services to the most remote
locations. As the previously mentioned technologies,
robotics, and drug development are further developed in
India’s vibrant startup ecosystem, the country is likely
to emerge as one of the most exciting places for digital
health in the future.

China
Written by Winston Park

Economic Overview

T

hroughout the past couple of decades, China
has experienced an economic boom that has
helped the country to rise from poverty (In 1980,
the GDP of China was measured to be around
$300 Billion) to the second largest economy in
the world (China now boasts a GDP of nearly $15
Trillion)47. Over this period of economic expansion,
China has established itself as a dominant player
in the geopolitical sphere, exemplified by their
induction into the WTO on December 11, 200148.
More recently, China has emerged as the United
States’ main geopolitical challenger and is steadily
spreading its influence across the world (More
information on the Chinese economy can be found
under the U.S.-China Trade War section on page
23). Their leader, Xi Jinping, has led the country’s
aggressive efforts to expand their influence through
the proposal of projects, such as the Belt and Road
Initiative, where China hopes to re-open trading
routes connecting the Eastern power with Europe,
India, and the Middle East. (An economic overview
can be found on page 45)

if the Chinese government continues to gain favor
in the region and Latin America is able to harness
their economic potential, then the US would lose out
on gaining a strong strategic economic ally. Overall,
China’s assertive trade policies and the protectionist
policies are a troubling trend that could result in the US
losing its status as the world’s most powerful economic
entity.

The Belt and Road Initiative
The Belt and Road Initiative, launched in 2013 by
Xi Jinping, is a massive international infrastructure
spending initiative that will allow China to regain their
dominance in global markets. They plan on achieving
this through the re-establishment of trade routes
that connect China with Africa, Europe, and other
advantageous regions of Asia. Due to the nature of

Increased Foreign Direct Investment (FDI)
The main focus of China’s investment in foreign
countries has been resource-rich regions of the
world, like Latin America and Africa. Figure 8 to
the right illustrates the trends of their FDI in Latin
America and China has clearly taken a liking to
the region due to its economic potential and its
abundance of natural resources like oil, precious
metals (gold, silver, etc…). As such, increased
volume of Chinese investment in the region has
allowed the country to steadily gain power and
popularity in those countries. This should alarm the
United States since Latin America is a very strategic
location, as it is very close to the US. Additionally,

Figure 8
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this project, many people refer to the Belt and Road
Initiative as the “New Silk Road” — a reference to
the global economic dominance of China during the
Tang Dynasty (618 - 906 AD).
The Belt and Road Initiative is also at the heart of
many controversies of growing Chinese influence
as well. Many Western governments, especially the
United States and Europe, view this plan as a method
for China to lead regional development in developing
countries, such as Laos, and expand their military
influence in their countries. Furthermore, many critics
of the Belt and Road Initiative believe that China is
becoming a colonial power, as they exploit resourcerich regions like Africa and Latin America through
debt burdening and one-sided trade dynamics. Under
the guise of the Belt and Road Initiative, China has
poured money into developing countries for the
purpose of infrastructure development. However,

this plan also entails that the local governments
of these financially unstable countries take on an
insurmountable amount of debt from China, crippling
these countries and leaving them without any leverage
in trade negotiations. Consequently, these countries
are forced into trade deals where China extracts
resources from the countries in exchange for cheap
finished products. The long-run implications of
the dynamics between China and these developing
countries are disastrous. China will have taken all
of the natural resources from these regions and
leave behind a country that has not experienced any
economic growth due to the debt that was thrown
onto them by China.

”The Belt and road initiative will continue to grow and become a true world land

bridge. It not only brings economic prosperity to all participating countries, but
also services as a true basis for a peace order for the 21st century
− helga zepp-larouche, president of the schiller institute think tank in germany

The belt and Road initiative: Facts & Figures
Source: ChinaDaily, Cision

» In 2013, 70 countries were involved with the BRI. By 2019, China had signed cooperative
documents with 126 countries and 29 international orgs; By 2021, 139 countries had joined.
» China has signed currency swap agreements with 20+ countries in the BRI and established
renminbi clearing arrangements with 7 countries.
» Chinese direct investment in countries involved with the BRI has surpassed $90 trillion since 2013.
» The goods trade volume between China and BRI countries exceed $6 trillion from 2013-2018.

South Africa
Written by Mihika Badjate

Economic Overview

S

outh Africa is known as one of the
most industrialized economies in
Africa, and is ranked amongst the top
three largest economies by GDP on the
continent, with a nominal GDP of USD
351.432 billion as of 201949. It is heavily dependent on its mining industry,
and is the world’s largest producer of
platinum, gold and chromium50. Other
important industries include automobile manufacturing, machinery, textiles
and chemicals. However, over the last
decade, the nation has struggled with
corruption, declining income, persistent
income inequality and overall economic
stagnation. Economic growth hit as low
as 0.06% in 201951, and the unemployment rate set a record of 32.5% in the
fourth quarter of 202152. The COVID-19
pandemic has further inhibited its economic growth — the country being hit
hard by a new strain of the virus due
to its high poverty rates and underdeveloped healthcare infrastructure.
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Figure 9
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“Highest Inequality Rates in the World”
One of the most pressing issues South Africa is
facing is widespread income inequality, one of the
consequences of apartheid over 25 years after it was
abolished. Many cities are still as segregated as they
were thirty years ago — black families were forced
to relocate away from city centers during apartheid53,
reducing their access to education and employment
in a cycle that is still impacting families today. The
country has some of the highest inequality rates in
the world54, with a Gini index of 0.63 as of 2015,
and as shown in Figure 3, this is significantly above
the average across emerging markets, which has
decreased to 0.45 in recent years. Over 80% of the
country’s population is black, yet 67% of the top
management positions in the country are held by
white people55, compared to 14.3% by black Africans.

How is FinTech Helping?
Source: International Monetary Fund , IMF News

While South Africa is battling income inequality
and other issues, there are also many positive
developments, including the emergence of a booming
startup culture, specifically in financial technology.
Over the past years, South Africa has seen significant
development in FinTech, with new startups creating
faster and more efficient processes for financial
transactions. South Africa has a high consumer
adoption rate, with 82% adopting FinTech56,
compared to 87% in fast growing emerging markets
like China and India. However, its small and medium
enterprise adoption rate of FinTech is significantly

Figure 10
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lower, at 16%, indicating that there are ways to go in
expanding financial inclusion to small businesses57.
Many FinTech companies are doing just that, equalizing
the banking industry58 by catering to more marginalized
communities.
Some of the most successful FinTech companies
include Yoco, a card machine maker with a focus
on small businesses, and Slide, an app that allows
individuals to transfer money to each other. Since its
founding in 2015, Yoco has enabled thousands of small
South African businesses that never before accepted
credit cards to do so, an important step in a country
where only 10% of businesses are able to accept credit
card payments. Indeed, 70% of the businesses that
use Yoco’s technology did not previously take credit
cards59. In doing so, Yoco promotes the growth of small
businesses over large corporations.
Slide, through enabling digital payment, is also helping
to equalize the financial services industry. By making
person-to-person transactions easier and less expensive
— decreasing usage fees that might otherwise cover
overhead costs — it pushes big banks to increase
their offerings and incentives for the less wealthy. In
addition, the convenience of accessing their accounts
and transferring money straight from their personal
devices saves users the time, money and effort of
traveling to banks or ATMs, which may not be easily
accessible in remote or low-income areas.

Conclusion
FinTech companies like Slide and Yoco are slowly
increasing the financial inclusion of South Africa’s
marginalized communities, allowing them to access
a system that they have historically been excluded
from. Families who were relocated from their city
homes during apartheid, caught in the cycle of
intergenerational poverty, can now access their bank
accounts without having to pay for transportation to
the nearest bank. Young people working away from
home can send money back to their families safely
and securely with the simple click of a button. Small
businesses looking to gain legitimacy can establish
community trust in their ventures and open their
doors to a wider demographic by accepting credit card
payments for the first time.
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South Africa still has much work to do both in
and beyond financial inclusion — employment,
education, and healthcare are just a few of the
areas that come to mind in which marginalized
communities have drastically unequal access. But it
is worth celebrating the small but not insignificant
ways in which FinTech companies are gradually
improving access to underrepresented groups and
making South Africa a more equal place for all.

Source: Tech in Africa, gadget.co.za

Source: BizNis Africa
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The Last word
From our co-founders

T

he past year 2020-2021 has brought no shortage of significant or historical events from the upsurge of the
deadly COVID-19 virus to the January 6 United States Capitol attack, and the inauguration of President
Joe Biden. Undoubtly, it has been a time of unpredictability.
Our job at GMAC is to be your extra set of eyes and ears in the ever changing landscape of global economics
and finance—to educate, to reflect, and to bring awareness to the reader on otherwise abstruse events such as
the following:
With COVID-19 and the consequent economic insecurities headlining the news, decentralized
cryptocurrencies such as Bitcoin look to gain more traction. Time has done little to abate the contention
between the U.S. and China markets; the result?: a gamble with trade and tariffs that leaves a lasting
impression on the world economy. Emerging markets (such as those affiliated with the acronym BRICS)
which are usually distinguished by upwards economic trends feel the dualistic effects of the aforementioned
circumstances and events.
Once again, we are thankful that you have chosen our publication, and we’ll be thrilled if you decide to join
in on the conversation via our contact information posted on p. 4.
Stay tuned for our Fall 2021 Publication!

Sarah Belhasan & Kassandra Nguyen
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