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INTRODUCTION

In a significant escalation of U.S.-China tech
competition, the U.S. Department of Commerce has
mandated TSMC to halt shipments of advanced Al
chips to Chinese companies. This move targets
technologies foundational to Al and military
capabilities and aligns with the Biden administration's
"small yard, high fence" approach, which seeks to limit
China's access to advanced technologies with dual-
use potential.
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U.S. restrictions on chip exportis have intensified under
successive administrations, with advanced processors like
those from Nvidia already barred from reaching China.
These measures aim to curb Chinese advancements in Al,
cyber warfare, and surveillance.

TSMC, which produces over 90% of the world’s most
advanced semiconductors, is central to this narrative. In Q3
2024, 11% of TSMC's revenue came from China,
underscoring the delicate balance Taiwan must maintain
between its largest markets—China and the U.S. The global
semiconductor industry, already strained by the pandemic
and geopolitical tensions, faces additional disruptions with
these restrictions.
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U.S. Goals and Challenges

The U.S. seeks to preserve technological supremacy,
particularly in Al, quantum computing, and military tech. This
aligns with broader efforts to ensure national security while
limiting China's strategic capabilities. However, isolating
China may further its resolve to achieve semiconductor
independence.

China's Response

China is expected to accelerate domestic semiconductor
production, leveraging its rising chip index and substantial
local manufacturing growth. However, its dependence on
Taiwanese chips remains a vulnerability. Any major
disruption, including a hypothetical invasion of Taiwan,
could devastate its economy and escalate geopolitical
tensions. -
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Taiwan’s Position

Taiwan finds itself at the epicenter of this standoff, with its
semiconductor industry forming a critical "silicon shield." As
geopolitical pressures mount, TSMC must navigate
competing U.S. and Chinese demands, balancing national
security concerns with commercial interests.

Regional and Global Implications

East Asia and global markets face increasing polarization as
nations reevaluate technological dependencies and
alliances. This fragmentation threatens supply chain stability
and global innovation, with ripple effects across industries
reliant on semiconductors.




Taiwan:

Taiwan faces heightened risks, from economic losses due to
U.S. mandates to potential Chinese aggression. Increased
U.S. demands for local chip production may strain Taiwan's
resources and test its economic resilience.

U.S.:

The U.S. must balance its "America First" stance with
sustaining global alliances. An overemphasis on domestic
production could erode trust among allies and create
inefficiencies in global supply chains.

China:

China’s drive for self-sufficiency will likely intensify, with
investments in domestic production and alternative supply
routes. However, these efforts face challenges from
dependency on imported technologies and geopolitical
resistance.

Global Markets:

Fragmented supply chains may lead to higher costs, slower
innovation, and geopolitical instability. Multinational
corporations will need to adapt to evolving regulatory and
political landscapes.
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RECOMMENDATIONS

1.Taiwan:

o Balance compliance with U.S. mandates and
Chinese market demands to sustain semiconductor
leadership.

o Enhance defense capabilities to deter potential
aggression.

2.U.S.

o Develop collaborative frameworks with allies to
ensure a unified approach to technology restrictions.

o Invest in domestic chip production while maintaining
international cooperation to avoid isolation.

3.China:

o Focus on strategic alliances with nations outside
U.S. influence to diversify supply chains.

o Accelerate R&D in semiconductor technologies to
reduce vulnerabilities.

4.Global Collaboration:

o Foster multilateral agreements on semiconductor
governance to prevent excessive fragmentation.

o Promote shared technological advancements to
avoid tech monopolies and encourage innovation.
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The U.S.-China semiconductor standoff exemplifies the
interplay of technology, geopolitics, and national
security. As nations vie for dominance, Taiwan’s
semiconductor industry emerges as a critical linchpin
in shaping the future of global tech. Strategic
collaboration and foresight are essential to navigating
the complexities of this evolving landscape while
ensuring stability, innovation, and shared prosperity.
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