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Abstract
The trade war between the U.S. and China has resulted in 
a series of tariffs from both countries that have had wide-
spread impact on the construction industry. In this paper, 
Cumming Vice President and economic expert Dan Pomfrett 
takes a closer look at the details of these tariffs, including the 
rationale behind their implementation, their effects to date, 
and what to expect going forward. 
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US Tarriffs China Tariffs

 July 2018 $34Bn $34Bn

August 2018 $16Bn $16Bn

 Sept 2018

May 2019

June 2019

September 2019 - December 2019

Source: BBC Research

$200Bn at 
10% $60Bn at 10%

$200Bn at 
25%

$60Bn at 25%

Overview
With tariffs continuing to play 
a large and volatile role on 
construction projects, it is important 
to understand the details of these 
tariffs, as well as their potential 
impact on the industry as a whole.    

How did we get here? 
As we all know, the tariff saga has been a long-burning one 
that really started gaining traction in late 2017 and early 
2018, when the U.S. Department of Commerce commenced 
an investigation under section 232 of the Trade Expansions 
Act of 1962, the purpose of which was to determine if U.S. 
imports of steel and aluminum threatened national security. 
They concluded that imports were weakening the internal 
economy and made tariff recommendations that focused 
mainly on supporting domestic buyers while remaining 
favorable to sellers. The ultimate goal of these tariffs was 
to “bring back” domestic steel and aluminum production. 
Over the last 12 months, four additional rounds of tariffs 
were introduced, affecting more than $360 billion worth of 
Chinese products, and $110 billion worth of U.S. products.  

So how did this work out? 
Depending on your position in the consumer line, results 
have ranged from good to bad.  Following the tariffs, 
suppliers and manufacturers found themselves in a tricky 
position: on one hand, the tariffs allowed them to avoid 
external price pressure, with many already at their breaking 
point with production costs; but on the other hand, it meant 
that those obtaining lower-cost raw materials would need 
to take a further hit when prices rose, leading to the difficult 
decision of whether or not to pass these cost increases 
through to consumers.  For many, the first round of tariffs 
were a welcome relief; but as the second, third, and fourth 
rounds came into play, the continued cost increases could 
not be absorbed by the manufacturers and were ultimately 
passed to the US consumer.  

Interesting arguments have been put forward by companies 
such as Apple, which sources manufacturing from China. 
Because of this, they argue that they have been negatively 
impacted compared to key rivals such as Samsung, which 
sources manufacturing from South Korea and is therefore 
tariff-exempt. 

This has created a tipping point: 
now, rather than being perceived 
as an aid to the US economy, 
the tariffs are being seen in 
some quarters as increasingly 
detrimental to the US consumer. 

How the US-China trade war has escalated
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What has been the impact to the U.S. economy? 
U.S. GDP growth is expected to continue its deacceleration 
from a high of 3.0% growth in 2018 to 2.3% in 2019 and 1.8% 
in 2020. The trade negotiations with China remain the largest 
unknown: new tariffs were implemented in the second 
quarter of 2019, the effects of which are still playing out. The 
consensus appears to be that this will have a detrimental 
effect on the economy as a whole, although there are 
businesses that will likely benefit from the tariffs. Fears remain 
of an oncoming recession in 2022/23, and many domestic 
companies are putting expansion plans on hold while they see 
how the economy shakes out over the next 12 to 24 months. 

The impacts of the Chinese tariffs have yet to fully hit the 
market. The final list of items remains to be determined and 

are in the appeal process. One interesting note about Section 
301 sanctions is that the tariff is determined by the specified 
part’s country of origin, rather than where it was assembled. 
For example, a backhoe or truck imported from Japan could 
be subject to some portion of the Section 301 tariffs if any of 
the parts used in that machine were made in China.  

How have tariffs affected domestic material pricing tends?
This is a hard question to answer. While the tariffs have 
certainly had a big impact on costs, material prices have been 
affected by many other issues as well, including an overall 
market slowdown (which some are saying is indication of a 
future recession), natural disasters, fuel costs, and political 
factors.

Source:
US Bureau of Labor Statistics

DOMESTIC CONSTRUCTION MATERIAL PRICING TRENDS
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Prestressed concrete products
AC paving mixtures and blocks

Asphalt roofing & siding
Concrete block and brick

Concrete pipe
Ready-mixed concrete

Precast concrete products
Brick and structural clay tile

Plastic construction products
Flat glass

Gypsum products
Insulation materials

Lumber and plywood
Architectural coatings

Steel pipe and tube
Copper and brass mill shapes

Aluminum mill shapes
Sheet metal products

Fabricated structural steel
Metal bar joists & rebar

Construction machinery & eqpmt

Construction Materials Price Movement - Last 12 Months

U.S. CONSTRUCTION MARKET OVERVIEW

MARKET SNAPSHOT  Q3 - 2019

Whilst there have been some modest increases and decreases, domestic material pricing continued to be flat across the Q1 
and Q2 of this year.  The Bureau of Labor and Statistics is currently forecast a modest 1% overall rise in 2019 in comparison, 
2018 saw a 7% increase.  

Delving deeper into the numbers the fluctuations increase depending upon sector, as for example highways will rise almost 
2% whereas residential will rise below 1%.  Materials such as metals and lumber have dropped significantly by Q2 2019 
however the latter is expected to bounce back towards the end of the year. Cement pricing is expected to rise with inflation 
but ultimately will remain flat.  Demand for plywood and engineered wood products has dropped driven mainly by the 
residential sector, and as such production numbers have also been pulled back.  Lower housing demand has also driven the 
price of gypsum down which could see decrease as  high as 6% year on year.   

On the opposite side glass continues to rise and with suppliers posting impressive year-on-year sales and tumbling fuel prices 
releasing pricing pressure.  IHS markit is expecting these products to rise 1.4% in comparison to 6.5% in 2018.  Sand, gravel
and stone are one of the few products to see increases over 2018 with an expected rise of 4.0% following a 3.6% increase in 
2018  Demand is still high and it's main source of demand, the infrastructure sector, continues to be strong. 
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Is it just China who is affected? 
No. The U.S. tariffs, along with import caps, reach beyond 
China, with the European Union, Turkey, Russia, and India 
all feeling their effects. As a result, these affected regions are 
all applying retaliatory tariffs of their own, which range in 
product and percentage applied, but which may be increased 
further still without some sort of agreement or compromise.  
The value of goods to which these tariffs apply are less than 
the value of goods affected by the U.S. tariffs, but these 
actions will hurt the consumer regardless, as price increases 
will likely be passed on. It is also worth noting that China, the 
European Union, Canada, and Mexico are the United States’ 
largest trading partners.

What happens now? 
Negotiations are continuing and will likely continue to 
do so for some time, as both the US and China jostle for 
position. Estimates for the latest round of tariffs vary, but 
the overwhelming view is that this will add a cost to the U.S. 
economy. Add the European Union and others, and it is clear 
that the negotiations will need to be carried out on multiple 
fronts. It is anticipated that agreements will ultimately be 
reached, but the details of any such agreements remain to 
be seen. Questions will also be raised about the long-term 
trading relationship between the countries as this whole 
episode is likely to leave a very sour taste in the mouth for all 
of those involved.  

US Tariffs
Section 232 Steel 25%, Aluminum 10%

Section 301 – List 1 25% to 30%

Section 301 – List 2 25% to 30%

Section 301 – List 3 25% to 30%

Section 301 – List 4 15%

Retaliatory Actions
Canada 10% to 25%

EU 10% to 50%

Mexico 7% to 25%

China 15% to 25%

Japan Multiple

Turkey 5% to 40%
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