Economic interdependence high now – US and Chinese economies exchange hundreds of billions of dollars a year
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Financially, however, neither country has seriously moved to decouple.
In possession of $1.05 trillion of low-return U.S. Treasury securities, China’s central bank has tried to diversify its portfolio but must continue buying these securities to create demand for the dollar, which boosts its value relative to the renminbi, making Chinese exports more competitive and preserving the value of its central bank’s dollar-denominated holdings.
Nor has the U.S. begun to decouple financially from China, whose purchases of Treasury securities paper over the U.S. trade deficit.
But whether the U.S. and China are decoupling in trade is more complicated.
The U.S. and China are economically interdependent. The U.S. is China’s largest export market, and China is the U.S.’s largest import market. China relies on the U.S. for roughly $580 billion of exports per year, total foreign direct investments of $124 billion, joint ventures in high-growth industries, and more. The U.S. relies on China for economic growth in investments, people flow, idea flows, and trade in key industries. Estimates suggest that decoupling would cost the American aviation industry up to $875 billion by 2038; the semiconductor industry up to $159 billion and 100,000 jobs; the medical services industry more than $479 billion over the next decade; and more.
Source: Degrowth JG Neg - DDI 2023 KM · DDI · 2023




