LSE lecture underscores China's strategic pivot in response to escalating US tariffs
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A special lecture held at the London School of Economics and Political Science (LSE) highlighted the strategic transformation underway in China's economic policy and its broader global implications. Zhu Min, former deputy managing director of the International Monetary Fund (IMF), elaborated on how rising external uncertainties, particularly the U.S.-initiated tariff war, have influenced China’s economic trajectory. He explained that the increased tariffs not only raised the cost of Chinese goods in the U.S. market but also negatively impacted the American economy and globally destabilised supply chains. According to Zhu, China is responding by pivoting towards expanding domestic demand, fostering technological innovation, and accelerating green transformation—moves he characterised as both necessary responses to current challenges and pathways toward sustainable, high-quality growth. The lecture was co-hosted by the Grantham Research Institute on Climate Change and the Environment alongside the Global School of Sustainability at LSE.
The lecture occurred against the backdrop of intense trade tensions marked by U.S. tariffs that have reached historically high levels. The Organisation for Economic Co-operation and Development (OECD) recently reported that the effective U.S. tariff rate on imports has climbed to 19.5%, the highest since 1933. While global economic growth has shown resilience, the OECD cautioned that the full effects of these tariffs have yet to materialise and could eventually suppress trade and investment. Similarly, the IMF has significantly downgraded its global growth forecasts for 2025 and 2026 partly due to these tariffs, now expecting growth rates of 2.8% and 3% respectively, reflecting the strain that such protectionist measures impose on global economic dynamics. Inflationary pressures are also anticipated to remain elevated, slowing the pace of decline expected in recent forecasts, especially within the U.S. and other advanced economies.
China has voiced strong criticism over the U.S. trade policies, with Pan Gongsheng, Governor of the People's Bank of China, condemning the recent use of tariffs as violations of international norms that destabilise global markets. These actions have been described as undermining the rules-based multilateral governance system and impeding global economic stability. Although China has recently exempted some U.S. imports from these tariffs, Beijing dismissed claims of ongoing formal negotiations, reflecting the continued tension between the two largest economies. The IMF has warned that retaliatory tariffs could exacerbate economic risks in Asia, a vital engine for global growth, by increasing costs and disrupting supply chains. This could in turn hinder export-led economies and elevate inflationary risks in the U.S.
Nicholas Stern, chairman of the Grantham Research Institute, stressed the global significance of China’s forthcoming 15th Five-Year Plan, highlighting China’s role as the world’s largest developing economy and a leading force in technological innovation. According to Stern, the country’s strategic choices and the delivery of its policy commitments will have far-reaching global impacts.
This lecture was part of a broader visit by a delegation of Chinese economists to the United Kingdom and Sweden. The delegation plans to engage with leading academic institutions and influential media outlets in a series of discussions aimed at fostering deeper mutual understanding amid ongoing global economic uncertainty.
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