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Dear Policy+ Subscribers,  

  

Last Tuesday night, we celebrated another successful year of Policy+ programming 

at our year-end banquet. We were honored to host Ernan 

Cui of Gavekal Dragonomics, Paul Triolo of Eurasia Group, and Dr. Henry Wang of 

the Center for China and Globalization, who offered analysis on underlying trends in 

the US-China relationship.  

On a separate note, did you know that Dr. Wang participated in a public debate with 

Michael Pillsbury earlier this year? You can check it out here.  

Otherwise, please see the highlights of the event below: 

The Short Run: Trade Talks  

• For domestic political reasons, both Xi and Trump are eager for a trade deal, but 

only if the other side meets their key demands.   

• One speaker emphasized that both sides have policy tools they can deploy to press 

the other side for concessions. Beijing’s toolkit includes managed currency 

depreciation and limited market openings that exclude or harm US 

firms. Washington can lean on its export control regime and consider delisting 

Chinese companies from US stock markets.  

• The bottom line is that both sides are prepared to walk away from the negotiation 

table if needed, despite the high costs to trade and investment.   

https://research.gavekal.com/author/ernan-cui
https://research.gavekal.com/author/ernan-cui
https://www.eurasiagroup.net/people/ptriolo
http://en.ccg.org.cn/html/about/2329.html
https://munkdebates.com/debates/china
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Possible Causes of Decoupling  

• There seemed to be a consensus among the speakers that some degree 

of decoupling is inevitable.  

• The causes of decoupling are up for debate, and they include ideological differences, 

structural security challenges, and technological competition. One speaker 

emphasized that the overall collapse of trust between Washington and Beijing is a 

key driver of decoupling.  

• They argued that policy disagreements, such as IP protection and market 

access, can be addressed relatively easily through policy adjustments—but that trust 

is too abstract to be restored in a short time frame. The US and China need to 

undertake trust-building measures to stifle the momentum for decoupling.  

Role of Technology in Decoupling  

• As the speakers emphasized, technology is increasingly a focal point of US-China 

competition, and a space where US-China interconnectedness is unraveling.   

• An executive order signed by Trump in May would grant the US Commerce 

Secretary unprecedented power to contain Chinese tech companies, if China were to 

be designated as an adversary country. However, the executive 

order’s implementation measures, which were supposed to be released by mid-

October, are not officially out yet. One speaker believed that the delay is due to an 

internal struggle within the US government about its strategy towards China. The 

proposed implementation measures are now available for public comment. 

• As for China, the government's willingness to deploy advanced technology in a way 

that the west is not comfortable with makes it even more difficult for the US to tone 

down its harsh rhetoric towards China.  

https://www.whitehouse.gov/presidential-actions/executive-order-securing-information-communications-technology-services-supply-chain/
https://www.commerce.gov/news/press-releases/2019/11/us-department-commerce-proposes-rule-securing-nations-information-and
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Decoupling? Yes, but…  

• The process of decoupling will be constrained by business realities. On the trade 

front, China is striving to diversify its exports away from the US market through 

initiatives like the Belt and Road, giving it insurance against decoupling. However, 

Chinese exporters will not find a single replacement as lucrative as the US market. 

• Similarly, US companies will struggle to extricate their supply chains from China, and 

China is an increasingly strong consumer market. Though restrictions imposed by 

both governments have significantly curbed FDI flows, especially in the technology 

sector, one speaker argued that companies from both sides will adapt to new 

regulations and find ways to expand their investment in both markets. The bottom 

line is that business self-interest is a powerful force against decoupling.   

• According to one speaker, the real pain has just started for the Chinese economy. 

The current slowdown is mainly driven by domestic cyclical and structural factors. 

While it is true that the trade tensions with the US have contributed to stalled growth, 

one speaker explained that a decent property market will help China reach its 6% 

growth target for 2019. In the long run, for China to maintain a steady growth of 5% 

in 2020 and beyond, it will need to ensure access to global markets, including the 

US.   

Looking beyond 2019  

• All three speakers had a pessimistic outlook on the bilateral relationship. One 

speaker argued that a “phase one” deal will not be sufficient to restore trust in the 

relationship and suggested that future US administrations will need to tone-down its 

ideological harshness against China. That said, future administrations may not 

modify their tone towards China if structural issues persist.  
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• The speakers also agreed that MNCs will continue to play a critical role in the 

bilateral relationship. One speaker recommended all MNCs lean ideologically 

towards US and economically towards China. However, the recent NBA incident 

suggests this will be a difficult tightrope to walk.   

• In response to the negative portrayal of China in the western media, one speaker 

called for a more balanced narrative to describe China and the bilateral 

relationship. From their perspective, China has made concrete efforts to address 

issues raised by the US, and the media should highlight these efforts.   

• That's all for today! Stay warm and we will see you around. As always, if you have 

any comments or suggestions, please reply back to this email and let us know.  

 

Best, 

AmCham China GA/P Team 


