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Abstract

The U.S.-China trade war has not ceased since its inception. Multinationals,
especially those have close economic and trade relations with China, are affected
under the environment continuously. Whether or not made in China, products

that involves in the U.S.-China trade war have been significantly affected.

Since the electronics manufacturing industry is highly relied on cross-border
division of labor, both China and America are Taiwan's most important industrial
division of labor partners. As a result, the trade friction between China and
America forces Taiwanese manufacturers to speed up the adjustment of their
supply chains, in order to respond to the impact of America’s sanctions on
China's high-tech industry and the control on the outflow of advanced

technology.

The main purpose of this research is to investigate the impact, outlook and
responding strategy of U.S.-China trade friction. To begin with, the research
observes changes in major macroeconomic indicators in other countries before
and after the rise of U.S.-China trade frictions. Furthermore, this research
evaluates the pattern of supply chain migration and the content of series
repressive measures adopted by the U.S. to suppress the development of

high-tech sector in China.

Finally, the research explores the policy orientation of countries who have
similar positions to Taiwan or push their companies to redeploy investment for
the impact of U.S.-China trade friction, thus summarizes conclusions and put

forward the policy implications for Taiwan.



B Research findings

1. The power-based negotiation pattern which is adopted by the U.S. is

becoming mainstream, making WTO’s function be weak.

Due to the rapid economic development of China and other emerging
countries, many rules of WTO are out of date. Furthermore, the U.S. turns to
boycotting WTO for it is no longer dominating the organization, such as making
WTO face the risk of the shortage of arbitrators. In addition, because of the deep
dependence on U.S. technology, China cannot counter properly when U.S.

performs its power-based negotiation style.

The above make power-based negotiation pattern become mainstream, thus
making WTO’s function be weak. It is possible that China may apply the same
mode to stress Taiwan and results in significant obstacles to Taiwan's

participation in international economic and trade integration.
2. The prospect of U.S.-China Trade Friction.

In the long term, both the U.S. and China have political constraints that
prevent a comprehensive trade deal from taking shape. China’s President Xi
would not give up to reach the goals of "Made in China 2025" and "China
Standards 2035" easily. While Trump may confront huge political risk if Xi
achieves the goal. Therefore, it is expected that regional tensions and
confrontations will continue until the next consensus is reached. It still remains a
highly uncertainty that whether the U.S. exerts more pressure on China's

high-tech industry in future negotiations.
3. The U.S.-China trade friction has promoted a redeployment of supply chains.

Large-scale trade frictions between China and the U.S. affect not only the
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trade and investment relations between themselves, but also the distribution of
supply chains in many countries around the world. China's major trading partners,
such as Japan and South Korea, are compelled to adjust their supply chains
because of the situation. On the other hand, foreign investment in Southeast
Asian countries such as Vietnam, Thailand, Malaysia have growing gradually,
and making these countries become important locations for global supply chain

diversion.
4. Increased competition between Japan, South Korea and emerging countries.

The "forced labor victims" dispute between Japan and South Korea raises
again recently. Both Japan and South Korea refer to the U.S.-China trade friction
and use tariffs as sanctions, thus making the trade disputes between Japan and

South Korea more serious.

On the other hand, emerging countries such as Vietnam, Malaysia and
Thailand expand their investment through policy incentives to cope with the
shock resulting from the trade frictions between the U.S. and China, and thus
strategically promote domestic industrial upgrading and overall economic growth.
In the aforementioned situation, competition in those countries is gradually
rising.

5. The technology disputes between the U.S. and China would continue for a

long time.

While Chinese companies are in bad position in the technology conflict with
the U.S., the tendency of techno-nationalism is widespread in its industry.
Moreover, China’s President Xi has released a typical development policy,
namely, "Made in China 2025", with the goal to replace foreign technology

through developing domestic research and development and make China a
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high-tech country.

Importantly, because Chinese government’s industrial policy is consistent
with Huawei and other private tech companies’ strategy, it is unlikely for China
to make concessions to the U.S. in the filed of high-tech industry. It thus could
make the technology conflict between the U.S. and China as the beginning of a

global "new cold war".

6. The phenomenon of "the state enterprises advance, the private sectors

retreat” in China is becoming increasingly apparent.

"The state enterprises advance, the private sectors retreat" trend in China
becoming increasingly apparent since 2018. Even Chinese government affirms
the contribution of private enterprises, the state-owned enterprises will still
occupy the dominant position in key industries, while private enterprises can
only congregate in the non-monopolistic market. With the reform of mixed
ownership, the influence of state-owned capital in the non-monopolistic market

would increase in the future.
B Policy implications
1. Short-term strategy 1: Assisting Taiwanese enterprises to expand their

overseas markets and improving the investment environment.

In order to reduce the risk of Taiwanese enterprises, it is suggested that the
government should promote Taiwan’s brands to overseas main markets, guide
manufacturers to participate global exhibitions, participate in bilateral or
multilateral trade negotiations actively to reduce the trade barriers. Government
also need to improve the willingness of foreign investment in Taiwan while

ensure the benefits of local industries.
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2. Short-term strategy 2: Resolving obstacles to Taiwan-U.S. TIFA and FTA

negotiations.

Based on the current situation, Taiwan may lack of advantages in the FTA
negotiations against the U.S. Therefore, Taiwanese government should analyze
the possible impact resulting from the signature of Taiwan-U.S. FTA on political

situation and economy in advance.

3. Mid-term strategy 1: Seeking for cooperation with Japan and South Korea in

the third-party market.

Japan and South Korea have taken steps to cope with the impact of
U.S.-China trade frictions. Taiwan should deepen the cooperation relationship
with those two countries in the third-party countries as a way to ease the impact
of U.S.-China trade frictions. Since Japanese, Korean and Taiwanese companies
have the same demand to develop Southeast Asian markets, the government
could try to match Taiwanese enterprises’ advantages with Japanese and Korean
industries, perform their own roles then create a win-win situation for the three in

the third-party market.

4. Mid-term strategy 2: Utilizing the investment promotion policies of emerging

countries

The Taiwanese government should keep tracking the development of
investment policies and regulatory in Southeast Asian countries and making
Taiwanese entrepreneurs grasp the changes of policy and business environment
in investment targets through industry associations and commercial chambers. In
that way, enterprises could utilize the investment policies of emerging countries
effectively, organize the supply chain cooperation in new southbound countries

and seize the business opportunities in Greater Southeast Asia.



5. Long-term strategy: Integrating the “New Southbound Policy” with

“Indo-Pacific Strategy” and “Blue Dot Network”

Taiwan's "New Southbound Policy” has common features with the
"Indo-Pacific Strategy" and "Blue Dot Network". The "Indo-Pacific Strategy"
promoted by the U.S. have geopolitical and economic conflict with China’s "Belt
and Road" initiative. At the same time, it is currently observed that the "Blue Dot
Network" plan focuses on industrial and infrastructure cooperation and may
derive competitive relationship with "Belt and Road" initiative. The above
situation provides an opportunity for Taiwan to cooperate with countries who
involve in the two plans. Consequently, it is suggested that the government
should develop more related policies conform to cooperation with Indo-Pacific

allies in the future.
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B ETHMiaE: %274 (LH2-9)- %“%iil?]ﬂf&g S B AT 0 kB
HYRABRAr DL BARLITIPRES refr R B R R
2018 & i v 35 A u| 4 880.4 ¥ ~~223.3 i} 'f‘wfr'1362|@imw\ 19.2% -

\

14.1%4c7™ *% 6.3% > &3k R R~ v B2 FEa76.5% o

RPEP FEEFRPE PR Rl EELRP T REEY
TR R A2 E RS Fooik RL D EF o - L £ WY R L 3,250 iR
Bt B 25% M f o ¢ A5 S AT S KT %frfﬁf%%ﬁ&iﬁ g = I
PEOEFRCEHERDT I ELEWME L 4] B30 RS E bad
s B REROEEAFLY R mOF L RERAY Bl DR RE R
w0

(3\

B EAEF AN (2019) 0 M2018 & [T R A Y SR E B PR -
https://countryreport.mofcom.gov.cn/record/view110209.asp?news_id=63095 -

 HuffPost (2019) - " OIF H3Fo| 'FATMO| 2 LSHRLEZ-U-CHEH IT 7IFE |
https://www.huffingtonpost.kr/entry/story_kr_5cdch632e4b01571365bc3ae -
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7 kR The Statistics Korea,
http://www.customs.go.kr/kcshome/trade/TradeCountryL.ist.do?layoutMenuN0=21031 -

W 2-9 2009-2018 s Wi v WA vt (FMRE)

IR AR r g kF o RN 2 ARRReDT 6 LR

AE GARS ~ BEF AU B RT L FREFR BT MRS
Bpdr k> o ¢ > &g & 2008-2018 i¢ 11 £ A HER N w5 F 0k

B3 P f 2008 #1178 %~ > & &3 2018 £:1486 %~ 0 FLIFR
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RAFERsa% P EHDERRFo FRFSEEFRL -
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% 2-6 2008-2018 st ¥ LR 7 T 4F

Hiz:tgi~
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

B 78048 71495 96521 134649 159460 210876 223329 277733 326506 477492 486285
EER 50163 45673 58380 73389 82107 87830 100468 83320 72773 105955 120615
Fréesl 162930 136170 152442 208390 228879 222796 239057 150223 124592 116488 118505
& %@ & | 57945 43248 61148 62751 77235 85898 75881 77391 75324 80457 89825
&R 79336 59999 88973 135645 139550 115741 114170 78752 66032 84106 88684
30 57791 45282 64598 84590 82124 80736 75999 63627 64815 74694 85072
R F 2944 2733 3330 4508 5933 6147 6545 6528 5730 6039 6612
B 2438 4062 4788 6667 13309 7057 8006 6601 7608 5732 5341
% B 532 558 1123 1545 1650 1871 1560 1704 1264 922 840
ikd 702 573 651 5880 1117 1024 2903 2724 666 638 618

7 4L &R ¢ International Trade Centre, https://www.trademap.org/Index.aspx °

FiE- HAGERT T 4N (HSCode85) ¥ 5 iy k5 » s M T + 4%
FrwAa 10 tRRE > p A ERBE R TANIGRYT S E AL
Bh Ao Bt GRa o X EMA 20 kigp A~ 2828 ka
TrafEhitat o827 s GRS kd Teh P 2820
2014 #0437 By~ 1 2018 #en 1023 A i REF A XA S ke &
LR L Ao Bm7 (L4 2-7)

2019 # 37 12p >\ AT RAPRE RFT L B Rhd THRFTHFE

%k (Malaysian Investment Development Authority, MIDA) £ + 5 i % K F 4k
@i (KOTRA) S 4 FREL TR LG FH R L IR E
BRIIW-REHE eI AR S SR
* 4 Oo%iﬂﬁ?%@%ﬁﬁﬂ.&,?;gg

w1
LEREFE A RIS P F A o EBI AT FAE S G £ ITH

?i@lﬁl% ;i‘%’m _{E ’

'11’%94 5 ko E{L'zgf

PEANRETE A oSy e (2019)0 78 ko sl { Si R L s XHES BN S
94%@]51\31?'1;;4.0J’3 115 p o
https://info.taiwantrade.com/biznews/%E9%A6%AC%E4%BE%86%E8%A5%BF%E4%BA%IEY%E
7%9B%BC%E5%90%B8%E5%BC%95%E6%9B%B4%E5%A4%9A%E9%9F%93%ES5%9C%8B%
E4%BC%81%E6%A5%AD%E9%80%B2%E9%A7%90-%E4%B8%A6%E8%BD%39%E7%A7%B
B%E6%8A%80%E8%A1%93-%E4%BB%A5%E5%8D%94%E5%8A%A9%EI%A6%ACYHES%IC
%8B%E9%82%81%E5%90%91%E5%B7%A5%E6%A5%AD4-0-1769642.html -
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https://info.taiwantrade.com/biznews/%E9%A6%AC%E4%BE%86%E8%A5%BF%E4%BA%9E%E7%9B%BC%E5%90%B8%E5%BC%95%E6%9B%B4%E5%A4%9A%E9%9F%93%E5%9C%8B%E4%BC%81%E6%A5%AD%E9%80%B2%E9%A7%90-%E4%B8%A6%E8%BD%89%E7%A7%BB%E6%8A%80%E8%A1%93-%E4%BB%A5%E5%8D%94%E5%8A%A9%E9%A6%AC%E5%9C%8B%E9%82%81%E5%90%91%E5%B7%A5%E6%A5%AD4-0-1769642.html
https://info.taiwantrade.com/biznews/%E9%A6%AC%E4%BE%86%E8%A5%BF%E4%BA%9E%E7%9B%BC%E5%90%B8%E5%BC%95%E6%9B%B4%E5%A4%9A%E9%9F%93%E5%9C%8B%E4%BC%81%E6%A5%AD%E9%80%B2%E9%A7%90-%E4%B8%A6%E8%BD%89%E7%A7%BB%E6%8A%80%E8%A1%93-%E4%BB%A5%E5%8D%94%E5%8A%A9%E9%A6%AC%E5%9C%8B%E9%82%81%E5%90%91%E5%B7%A5%E6%A5%AD4-0-1769642.html
https://info.taiwantrade.com/biznews/%E9%A6%AC%E4%BE%86%E8%A5%BF%E4%BA%9E%E7%9B%BC%E5%90%B8%E5%BC%95%E6%9B%B4%E5%A4%9A%E9%9F%93%E5%9C%8B%E4%BC%81%E6%A5%AD%E9%80%B2%E9%A7%90-%E4%B8%A6%E8%BD%89%E7%A7%BB%E6%8A%80%E8%A1%93-%E4%BB%A5%E5%8D%94%E5%8A%A9%E9%A6%AC%E5%9C%8B%E9%82%81%E5%90%91%E5%B7%A5%E6%A5%AD4-0-1769642.html
https://info.taiwantrade.com/biznews/%E9%A6%AC%E4%BE%86%E8%A5%BF%E4%BA%9E%E7%9B%BC%E5%90%B8%E5%BC%95%E6%9B%B4%E5%A4%9A%E9%9F%93%E5%9C%8B%E4%BC%81%E6%A5%AD%E9%80%B2%E9%A7%90-%E4%B8%A6%E8%BD%89%E7%A7%BB%E6%8A%80%E8%A1%93-%E4%BB%A5%E5%8D%94%E5%8A%A9%E9%A6%AC%E5%9C%8B%E9%82%81%E5%90%91%E5%B7%A5%E6%A5%AD4-0-1769642.html

% 2-7 2014-2018 s W HS85 #g W 2 £+ 10 &£ A 7
Fr:1tygix
2014 2015 2016 2017 2018

p A -27688 -28513 -43793 -51346 -43188
+ -60606 -83047 -77781 -67799 -41223
B Re I -4369 -5855 -5415 -8811 -10234
mi -2116 -1899 -1623 -1680 -1642
7 -1403 -1134 -1201 -1904 -1536
-+ % -478 -438 =127 -412 -560
AN -3654 -4027 -2162 -1236 -531
v -238 -1623 83 -4 -498
el -119 -1968 -1966 -349 -454
Mg 7 -446 164 46 125 -441

742 &R ¢ International Trade Centre, https://www.trademap.org/Index.aspx °
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d R FEAREE O R E RAERE A F 2527 (AT Kearney) 2019

# 51 i1 (2019 # FDI 5 wdpdic) F3dp > WFFH o 2307 F9
FUsrig b tg PR o B P E Y B BRI BARL £ EV A hE X b
o BAR L FABEI L BT 5 o8 B § R (UNCTAD ) sido it s 32 887 » p 2015

EN R 2R A DI EFFTE-2018 F 2 FDIR & L 7% 19%( 2

B 2-10)> 2 & F Kk p¥te B8 FH o FDl < tg > o« ¥ a5 e g 7@ 42 2016
EHE R F RO TR TR MW T AR R

M 2017 £ RERFERMICL > BRFRLEERT E2A % E NI T DY)
Foopehs REP T BBEFFOFRT  LRIET AT S H S T AR

% AT. Kearney (2019), “The 2019 A.T. Kearney Foreign Direct Investment Confidence Index”
Download from: https://www.atkearney.com/foreign-direct-investment-confidence-index
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FOOREBEEEHAE MO Y MABRT AFREFRTOLHE -
5 3 W E 5359 o @ (Rhodium Group ) st FA4d4g > 2018 & ¢ B+ &
HERKFTTHLI A8 RE~ > $ 2017 #5290 g3 ~fr 2016 £ 1460 &
FATED 84% A.2011 E ok 7 A F s M KT Bl ST
1€ 2016 & #1162 i+ 22 2017 & 166 i+ > 5 > 7] 2018 & 9120 #( L B 2-12) -

28

%8 Rhodium Group (2019). “Net Negative: Chinese Investment in the US in 2018 Download from:
https://rhg.com/research/chinese-investment-in-the-us-2018-recap/.
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Figure I: Completed Chinese FDI Transactions In the US*, 2000-2018
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Sowrce: Rhodium Group. *Includes completed MEA transactions with over 10% resulting stake and consummated
greenfield projects with a value of mare than $500,000.

7 %k © Rhodium Group (2019). “Net Negative: Chinese Investment in the US in 2018 Download

from: https://rhg.com/research/chinese-investment-in-the-us-2018-recap/
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% Rhodium Group (2019). “Net Negative: Chinese Investment in the US in 2018” Download from:
https://rhg.com/research/chinese-investment-in-the-us-2018-recap/.

%090 g4 pE@ ARt (2019) 0 M2018 # 1-12 7 R ESfcb B L TR 010 15 P o
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%% Tire Business (2019) > " Impact of import duties on Chinese truck tires in flux ;o 5 * 16 p -
https://www.tirebusiness.com/wholesale/impact-import-duties-chinese-truck-tires-flux -

¥ RigY v (2019) M EE Y EM AL R-RFAFEL L N LERATFE 03 7 1
P o https://cn.reuters.com/article/cdepth-us-china-trade-business-move-0304-idCNKCS1QLOB1 -
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% Thailand’s National Economic and Social Development Council (2019) " Thai Economic Performance
in Q4 and 2018 and Outlook for 2019 ;-2 * 18 p -
https /Iwww, nesdb.go.th/evvt_dI_Iink.php’?nid—8660&fiIename—QGDP report -

P EARRETE B SBE TR (2019) 072019 # 5 1 F b FRRTEEL R 4 (BODRF
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