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Chinese President Xi Jinping and U.S. President Donald Trump shake hands at a state banquet at the Great Hall of the People in Beijing,
China, May 14, 2026. REUTERS/Evan Vucci Purchase Licensing Rights

May 14 (Reuters) - Hello there. The strains on the U.S. economy, the world's largest, are all too visible

this week as its leader launches talks with his Chinese counterpart - and that, insists Donald Trump, is

just fine.

Arriving in Beijing on Wednesday for a summit with Xi Jinping, the U.S. president affirmed ​that he did

not need Chinese help to end the Iran war or ease Tehran's grip on the Strait of Hormuz, which has

‌sent global energy prices soaring.

Advertisement · Scroll to continue

And anyway, he had argued the day before, the pain being felt as a result by American consumers

moves him "not even a little bit" to rush into a deal with Iran as he attempts to ensure it will never

obtain a nuclear weapon.

Set aside the question of whether the U.S. strikes since February 28 have inflicted any real

impediment ​to an ambition Tehran says it does not have.

Evidence is mounting of damage to the U.S. economy: the latest data show U.S. inflation ​in April

increased at its fastest pace in three years - with spillover into higher prices for food, airfares and even

rental costs.
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Further ⁠proof of a broadening effect of the energy shock was seen on Wednesday as U.S. producer

prices - the cost to firms of raw materials, labor and ​other items - posted their biggest gain in four

years. Make no mistake: wherever possible they will try to pass on those higher costs to their

customers.

With the ​economy back home feeling the pinch and his public approval ratings suffering, Trump may

have more incentive to maintain a fragile trade truce with Beijing.
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His hand has been further weakened by the fact that U.S. courts have hemmed in his ability to levy

tariffs - his go-to tool of persuasion - on goods imported from China and other countries.

Chinese officials will also be ​aware that Trump’s domestic troubles increase the risk his Republican

Party will lose control of one or both chambers of Congress in November's midterm elections.

No doubt ​the Iran war and China's claims over Taiwan will feature in the two leaders' talks, but

economic matters are likely to be central, including Trump's push to sell more U.S. ‌products to ⁠China

and Xi's arguments for lower U.S. tariffs.
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While China and its faltering economy have nothing to gain from a new row with the U.S., Trump may

need this meeting more than Xi does.

THE HEADLINES

Russia unleashes heaviest wartime drone assault on Ukraine, hits Kyiv

Xi tells Trump that mishandling of Taiwan could spark conflict

Warsh clinches Senate approval to be Fed's next chair as inflation intensifies

Exclusive: Saudi warplanes struck militias in Iraq during war

THE CHART

Trade between the United States and China has plummeted since ​Donald Trump's first term.

Meanwhile, trade ​between the U.S. and Taiwan - a ⁠critical source of semiconductor chips - has steadily

risen in recent years.

The line charts shows share of total trade of top trade partners of the U.S. i.e. Mexico, Canada, China and Taiwan.

THE PODCAST

 "There is a really big subset of people who are struggling to make ends meet. For people whose

wages aren't growing or, in fact, whose wages are falling, I ​think wage growth is a really important

component to try to prevent this vicious deflationary cycle that China is ​at risk of falling ⁠into." Reuters

Chief Correspondent in China Antoni Slodkowski on China's downward price pressures.

Carmel spoke in April last year with Antoni Slodkowski about some of the challenges facing China's

economy - and what Beijing is doing about it. You can check out the episode here.

P.S. Reuters Econ World podcast has been off for the past few weeks but we'll be back ⁠in your ​feeds

next Wednesday!

THE REAL WORLD

Afghanistan: Russia is establishing a "full-fledged partnership" with Afghanistan's ruling Taliban

New Jersey: Madonna and Shakira ​will line up with K-pop supergroup BTS to headline the first-ever

World Cup final halftime show

Cuba: Protests broke out across Havana as the city confronted its worst rolling blackouts in decades

THE WEEK AHEAD

May 14-15: BRICS foreign ​ministers meeting in New Delhi

May 19: UK unemployment

May 20: Minutes of Fed's May FOMC meeting
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