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Beijing has an ‘unreliable entity’list as a counterpart to a U.S. blacklist.
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tll} Main Target, Holds Trade-War Arsenal

China, §

- BY LINGLING WEI

In the years since President Trump’s first trade war with China, Beijing has built an arsenal of tools to hit the U.S. where it
- hurts. Now, it is getting ready to deploy them in full.

China increased tariffs on all U.S. imports to 84%, a response to new U.S. tariffs on Chinese mmports of 104% that went into
effect at midnight Wednesday. It also added six U.S. companies, including defense and aerospace-related firms Shield Al and
Sierra Nevada to a trade blacklist, and imposed export controls on a dozen U.S. companies including manufacturer American
Photonics and Brinc Drones.

The broad set of countermeasures appeared to have further provoked Trump, who moved on Wednesday to pause

higher tariffs on dozens of countries but singled out China for an even bigger tariff hit. Trump said he would raise China duties
to 125%, effectively immediately. Washington and Beijing are now heading toward full-blown economic warfare.

While Trump, a Republican, has focused on tariffs as his trade weapon of choice, China’s strategy goes well beyond imposing
its own levies. A central thread running through Beijing’s calculus is how to inflict hardship on companies that bank on their ties

with the world’s second-largest economy.

Tools that Beijing has already used and is likely to expand include export controls of critical materials U.S. companies use to
make chips and defense-related products, regulatory investigations designed to intimidate and penalize U.S. companies, and
blacklists intended to bar U.S. businesses from selling to China. In addition, authorities are preparing new ways to pressure U.S.
companies to give up their crown jewels— intellectual property—or lose access to the Chinese market.
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The toolbox underscores leader Xi Jinping’s capacity to engage in a prolonged economic warfare with the U.S. As both capitals
appear to move toward decoupling, it also highlights the ever-rising risks for U.S. companies operating or investing in China, or
simply trading with the country. :

“China has systematically put together a new arsenal of tools that’s intended to minimize the cost to Chma and maximize the
pain on the U.S.,” said Evan Medeiros, a former national-security official in the Obama administration and now a professor at
Georgetown. “They’re prepared in a way that gives them an asymmetric adv 1 &

China’s government and state media have taken a defiant tone, with the Commerce Mlmstry ‘éﬁgfing, “If the U.S. insists on its
own way, China will fight to the end.” p y

China’s Foreign Ministry said Wednesday that Beijing would take forceful megg;ifé,ﬁ to defend the country’s interests, but left
the door open for negotiation under conditions of “equality, respect and reciprocity.” China’s Ministry of Commerce noted that
the U.S. has long enjoyed a trade surplus with China in services, amounting to,$26.6 billion in 2023.

China exports far more to the U.S. than it imports. Still, China is the thjidflargest buyer of U.S. goods. Soybeans, air-craft and
petroleum are among the top U.S. exports to China. % o
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There are som%tions Beijing will for now be lfss/ likely to rééoff‘té as the COStS to China itself could be high. That includes ;&
sharply devaluihg the yuan or aggressively sellifg down its holdings of U.S. Treasurys. Both moves could destabilize China’s
own financial market and hurt its strategic goal of bolstering trade relations ‘with other countries.

In recent weeks, for instance, Chinese officials havereached out to some countries in Southeast Asia including Cambodia, Laos
and Thailand, {o try to boost trade with them as-well.as promotinig the use of the Chinese yuan in settling transactions, according
to people familiar with the matter. fy, Camy

During those discussions, the people said;Chinese officials have indicated that Beijing is eager to keep the yuan largely stable
to advance its “de-dollarization” goal of conducting more trade in yuan.

Tensions between Beijing and Washington have been spiraling, as each round of Trump’s tariff increases on China has led Xi’s
government to punch back against the U.S. The Xi leadership’s early hopes of negotiation with the new administration have
now morphed into frustration and anger.

The mix of Chind’s latest countermeasures illustrates its increased focus on targeting U.S. companies, especially those engaged
in high-end technology. In its intensifying fight with Washington, Beijing continues to rely on the lure of the Chinese market for
companies, despite China’s recent sluggish growth, as it also seeks to win the race over technology.

While new foreign direct investment in China has plunged in the past couple of years, several recent surveys show that many
multinationals—from carmakers to pharmaceutical companies and chip makers— are choosing to stay engaged with the
country.

Still, companies are finding themselves increasingly vulnerable to risks posed by China. A new report commissioned by the U.S.
Chamber of Commerce Foundation found that most of the roughly 200 U.S. companies surveyed in the past couple of years
identify China as their No. 1 source of geopolitical risk.

One tool Beijing has increasingly used to advance its ge opolitical goalsisits antimonop oly rules. For instance, some
merger deals that could have benefited U.S. compani e s, such as Intel’s proposed takeover of Israel’s Tower
Semiconductor, failed to go through after Chinese authorities dragged their feet on approving them.

In response to Trump’s recent tariff actions, China last week launched an antitrust probe into the China operations of DuPont,
which relied on the mainland and Hong Kong for 19% of its revenue last year, without giving much explanation.

China’s antitrust regulator also is reviewing a deal that would shift control of two ports in Panama from CK Hutchison,
controlled by the family of Hong Kong billionaire Li Ka-shing, to an investor group led by BlackRock. Even though none of the
companies or assets involved are in mainland China, Beijing’s probe threatened to delay the deal, which has become a
flashpoint between the U.S. and China. The deal now faces a serious hurdle after Panama’s top auditor said CK Hutchison owes
unpaid fees and failed to get necessary clearances for the Panama ports.

Another powerful trade weapon Beijing has developed is the so-called unreliable-entity list, its equivalent to a list the U.S.
maintains that restricts foreign companies and individuals deemed harmful to national security from doing business with U.S.
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China, Still Main Target, Holds Trade-War Arsenal

BY LINGLING WEI

In the years since President Trump’s first trade war with China, Beijing has built an arsenal of tools to hit the U.S. where it
- hurts. Now, it is getting ready to deploy them in full.

China increased tariffs on all U.S. imports to 84%, a response to new U.S. tariffs on Chinese mmports of 104% that went into
effect at midnight Wednesday. It also added six U.S. companies, including defense and aerospace-related firms Shield Al and
Sierra Nevada to a trade blacklist, and imposed export controls on a dozen U.S. companies including manufacturer American
Photonics and Brinc Drones.

The broad set of countermeasures appeared to have further provoked Trump, who moved on Wednesday to pause

higher tariffs on dozens of countries but singled out China for an even bigger tariff hit. Trump said he would raise China duties
to 125%, effectively immediately. Washington and Beijing are now heading toward full-blown economic warfare.

While Trump, a Republican, has focused on tariffs as his trade weapon of choice, China’s strategy goes well beyond imposing
its own levies. A central thread running through Beijing’s calculus is how to inflict hardship on companies that bank on their ties

with the world’s second-largest economy.

Tools that Beijing has already used and is likely to expand include export controls of critical materials U.S. companies use to
make chips and defense-related products, regulatory investigations designed to intimidate and penalize U.S. companies, and
blacklists intended to bar U.S. businesses from selling to China. In addition, authorities are preparing new ways to pressure U.S.
companies to give up their crown jewels— intellectual property—or lose access to the Chinese market.
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The toolbox underscores leader Xi Jinping’s capacity to engage in a prolonged economic warfare with the U.S. As both capitals
appear to move toward decoupling, it also highlights the ever-rising risks for U.S. companies operating or investing in China, or
simply trading with the country. -

“China has systematically put together a new arsenal of tools that’s intended to minimize the cost to Chma and maximize the
pain on the U.S.,” said Evan Medeiros, a former national-security official in the Obama administration' and now a professor at
Georgetown. “They’re prepared in a way that gives them an asymmetric ad ' ' -”

China’s government and state media have taken a defiant tone, with the Commerce Mmlstry -é’ﬁying, “Tf the U.S. insists on its
own way, China will fight to the end.” N

China’s Foreign Ministry said Wednesday that Beijing would take forceful meaﬁl@fé_s_. to defend the country’s interests, but left
the door open for negotiation under conditions of “equality, respect and reciprocity.” China’s Ministry of Commerce noted that
the U.S. has long enjoyed a trade surplus with China in services, amounting to. $26.6 billion in 2023.

China exports far more to the U.S. than it imports. Still, China is the thirdelargest buyer of U.S. goods. Soybeans, air-craft and
petroleum are among the top U.S. exports to China. % *

There are some /zgtions Beijing will for now be 1?4 likely to resort to as the costs t6 China itself could be high. That includes ;fv

sharply devaluing the yuan or aggressively sellirfg down its holdings of U.S. Treasurys. Both moves could destabilize China’s
own financial market and hurt its strategic goal of bolstering trade relations with other countries.

In recent weeks, for instance, Chinese officials havereached out to some countries in Southeast Asia including Cambodia, Laos
and Thailand, {o try to boost trade with them as W'g:'ll-_ as promoting the use of the Chinese yuan in settling transactions, according
to people familiar with the matter. i

During those discussions, the people said;Chinese ofﬁci'él"s_-_h:éve indicated that Beijing is eager to keep the yuan largely stable
_to advance its “de-dollarization” goal of conducting more trade in yuan.

Tensions between Beijing and Washington have been spiraling, as each round of Trump’s tariff increases on China has led Xi’s
government to punch back against the U.S. The Xi leadership’s early hopes of negotiation with the new administration have
now morphed into frustration and anger.

The mix of China’jsl_étest countermeasures illustrates its increased focus on targeting U.S. companies, especially those engaged
in high-end technology. In its intensifying fight with Washington, Beijing continues to rely on the lure of the Chinese market for
companies, despite China’s recent sluggish growth, as it also seeks to win the race over technology.

While new foreign direct investment in China has plunged in the past couple of years, several recent surveys show that many
multinationals—from carmakers to pharmaceutical companies and chip makers— are choosing to stay engaged with the
country.

Still, companies are finding themselves increasingly vulnerable to risks posed by China. A new report commissioned by the U.S.
Chamber of Commerce Foundation found that most of the roughly 200 U.S. companies surveyed in the past couple of years
identify China as their No. 1 source of geopolitical risk.

One tool Beijing has increasingly used to advance its geopoliticalgoalsisitsantimonopo 1 y rules. For instance, some
merger deals that could have benefited U.S.comp anies, such as Intel’s proposed takeover of Israel’s Tower
Semiconductor, failed to go through after Chinese authorities dragged their feet on approving them.

In response to Trump’s recent tariff actions, China last week launched an antitrust probe into the China operations of DuPont,
which relied on the mainland and Hong Kong for 19% of its revenue last year, without giving much explanation.

China’s antitrust regulator also is reviewing a deal that would shifi control of two ports in Panama from CK Hutchison,
controlled by the family of Hong Kong billionaire Li Ka-shing, to an investor group led by BlackRock. Even though none of the
companies or assets involved are in mainland China, Beijing’s probe threatened to delay the deal, which has become a
flashpoint between the U.S. and China. The deal now faces a serious hurdle after Panama’s top auditor said CK Hutchison owes
unpaid fees and failed to get necessary clearances for the Panama ports.

Another powerful trade weapon Beijing has developed is the so-called unreliable-entity list, its equivalent to a list the U.S.
maintains that restricts foreign companies and individuals deemed harmful to national security from doing business with U.S.
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companies. China created the blacklist in 2019, after the U.S. placed Chinese telecommunications giant Huawei on its list.
Companies China identifies as unreliable entities are bannéd from investing in the country or engaging in trade with Chinese
companies and face, among other restrictions, entry bans for key employees. -

A new academic paper by Medeiros of Georgetown and Andrew Polk, co-founder of research firm Tnvmm China, shows that
China’s deployment of the unreliable-entity list has been slow and cautious— until recently. Ny, &

In the fall of 2024 and early 2025 Chinese authorities ramped up use of the entity list, both mfrequency and in scope, according
to the paper published in the Washington Quarterly journal. R i

Copyright (¢)2025 Dow Jones & Company, Inc. All Rights Reﬁrveg/. 4/10/2025
Powered by TECNAVIA -

The following is a digital replica of content from the print ‘;1é‘:'w:§p_aper and 1s intended for the personal use of

our members. For commercial reproduction or d15t11but10n0f Dow Jones printed content, contact: Dow
Jones Reprints & Licensing at (800) 843-0008 or visit djreprints.com?

Thursday, 04/10/2025 Page .A001 Copyright'()2025 Dow Jones & Company, Inc. All Rights Reserved. 4/10/2025







