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U.S. Announces Further Round of
$200 Billion in Potential Tariffs on
China, Intensifying the “Irade War”

On July 10, 2018, the United States Trade Representative (USTR) announced that, Itis esse_"tial for )

pending a two-month review process, the U.S. was planning to impose new 10% companies and their

tariffs on an additional $200 billion of Chinese imports. This follows the Trump investors to examine
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United States may soon be subject to higher duties. China (and other trading part- U.S.-China trade risks.

ners) is now retaliating against the tariffs the U.S. has already imposed, and the

U.S.-China trade and investment relationship continues to grow more fraught. In this

rapidly changing climate, it is essential for companies and their investors to examine

the exposure of their enterprise value chains to the rising U.S.-China trade risks.

The View from Washington

The tariffs announcement closely follows several previous import duty-related salvos
as tensions increase in the U.S.-China “trade war.” On July 6, U.S. tariffs came into
effect on $34 billion of Chinese goods, with a potential further $16 billion forth-
coming. Also on July 6, China retaliated immediately with duties on the same
value of U.S. goods, stating it was “forced to strike back to defend the core interest of
the nation.”! In turn, U.S. Trade Representative Robert Lighthizer stated the July 10
announcement of additional U.S. tariffs was “a result of China’s retaliation and fail-
ure to change its practices” and “an appropriate response. .. to obtain the elimination of
Chind’s harmful industrial policies”* On July 11, the Chinese Commerce Ministry
stated it would take “necessary countermeasures” to protect its interests against the
“totally unacceptable” new duties.?

Summary of China-Related Tariffs Announcement

The scope of the July 10 tariffs is broad, reaching a wide variety of products of Chi-
nese origin imported into the United States. The duty rate to be imposed following
the hearings process is 10% across the board. Products affected include airplane and
auto parts, electronics, fish, metal products, produce, refrigerators, textiles, water
boilers, and x-ray machine components, among others.

This action is being undertaken under Section 301 of the 7rade Act of 1974. A Sec-
tion 301 investigation beginning in August 2017 concluded that China’s trade poli-
cies supported the use of unfair means to obtain U.S. technology. Pursuant to those
findings, the U.S. announced the first two rounds of 25% tariffs on approximately
$50 billion in Chinese imports. The July 10 announcement of further tariffs is a
counter to China’s raising its own tariffs against the U.S.


https://ustr.gov/sites/default/files/301/2018-0026%20China%20FRN%207-10-2018_0.pdf
https://www.kirkland.com/siteFiles/Publications/Trump_Administration_Announces_New_Tariffs_on_Chinese_Goods.pdf
https://www.kirkland.com/siteFiles/Publications/The_Trump_Administration_Imposes_Steel_and_Aluminum_Import_Tariffs_Linking_International_Trade_With_National_Security.pdf
https://www.kirkland.com/siteFiles/Publications/Trump_Administration_Imposes_Substantial_Tariffs_Ushering_in_America_First_Trade_Agenda.pdf
https://www.politico.com/story/2018/07/06/china-retaliation-us-tariffs-672127
http://www.chicagotribune.com/news/nationworld/ct-trump-china-tariff-20180711-story.html
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USTR will hold a public hearing August 20 - 23. Pre-hearing submissions and re-
quests to appear at the hearing are due July 27; written comments are due August 17.
August 30 is the deadline for post-hearing comments, and the tariffs will not take
effect before that date.*

Survey of Other Trade Developments

The Trump administration’s view is that the U.S.” heightened import duties them-
selves are a response to long-standing unfair practices by certain other countries.
Nonetheless, in addition to China, other major trading partners have announced
their own rounds of tariff measures in response to those imposed by the United States.

European Union (EU): The EU introduced tariffs on $3.3 billion of U.S. goods in-
cluding bourbon, boats, motorcycles, and orange juice in response to the 25% tar-
iffs on steel and aluminum products that the U.S. had announced in March. On
May 23, the Commerce Department began an investigation under Section 232 of
the Trade Expansion Act of 1962 to determine whether imports of automobiles and
automotive parts threaten national security. The Trump administration has stated
that tariffs of up to 20% could be imposed, which would have major negative ef-
fects on the European (particularly German) auto industry.” Accordingly, the EU
has pledged to retaliate if additional tariffs are imposed, suggesting it could intro-
duce higher duties on up to $300 billion of U.S. imports.

Canada: On July 1, Canada began imposing tariffs of 10 - 25% on $12.6 billion in
U.S. goods in response to the Trump administration’s tariffs on steel and aluminum,
following trade-related tension between President Trump and Canadian Prime Min-
ister Trudeau at the June 2018 G7 summit.®

Mexico: On July 6, Mexico’s retaliatory tariffs came into effect on almost $3 billion
in U.S. products including pork, steel, and cheese. The Mexican government an-
nounced these tariffs in June 2018 in response to the Trump administration’s tariffs
on steel and aluminum.” Additionally, as the U.S., Mexico, and Canada continue
their renegotiations of the North American Free Trade Agreement (NAFTA), the
July 1 election of economic nationalist Andrés Manuel Lépez Obrador as president
of Mexico may be a complicating factor.

Key Takeaways

* Buyers considering acquisitions of companies need to ensure that transactional
due diligence includes an assessment of value chain economic impacts arising out
of the new tariffs.

* With numerous tariff actions now running simultaneously, it is possible products
such as steel and aluminum could be subject to more than one, multiplying the
increased duties.

The scope of the

July 10 tariffs is broad,
reaching a wide
variety of products

of Chinese origin
imported into the
United States.


https://www.bloomberg.com/news/articles/2018-05-24/trump-s-auto-tariffs-threat-hits-heart-of-german-export-economy
https://www.bloomberg.com/news/articles/2018-05-24/trump-s-auto-tariffs-threat-hits-heart-of-german-export-economy
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* Imposition of double-digit duties necessitates an examination of how company
sourcing and processing models impact applicable country of origin, as that will
determine the extent to which products may be subject to new tariffs.

* Countries, particularly China, may engage in asymmetric retaliation, such as by
increasing scrutiny of foreign companies in their domestic market, causing regula-
tory headwinds for companies with operations in China.

Anchored in Washington, D.C., Kirkland & Ellis’ International Trade and National
Security Practice, in coordination with the Firm’s global offices and related practice
areas, provides strategic and legal advice to companies, private equity sponsors and
financial institutions to identify, assess and mitigate the complex international risks
of operating and investing across national borders.

We focus on U.S. and EU economic sanctions (OFAC, EU), export controls
(ITAR, EAR), anti-money laundering (AML), national security investment reviews
(CFIUS), imports, and related areas. We regularly work with our clients on a global
basis on transactional, regulatory counseling, and investigative and enforcement
matters, providing seasoned, holistic and sound advice.

If this publication was forwarded to you and you would like to receive similar
future client alerts directly, please subscribe here.
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