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What You Need to Know 

(August 8-18) 

Diplomatic Tensions:  

⎯ A group of five U.S. lawmakers made an expected but low-key visit 
to Taiwan on Monday. The bipartisan congressional delegation was 
led by Senate Foreign Relations Committee member Ed Markey 
(Dem) and their visit included a meeting with Taiwan’s President 
Tsai Ing-wen. In response, China’s military said it had organized 
multi-service joint combat readiness patrols and combat drills in the 
sea and airspace around Taiwan. 

⎯ All parties appear to be more cautious in their public responses 
to the continued visits to Taiwan by U.S. politicians. Chinese 
state media were seemingly content to restrict their coverage to 
reporting the official remarks from the Ministry of Foreign Affairs, 
while social media conversations did not spread into the 
mainstream.  

⎯ On Tuesday, China imposed sanctions on seven Taiwanese 
officials and lawmakers it accused of being "independence 
diehards" – strong language that is another clear sign of the efforts 
to punish Taiwan for what Beijing sees as unacceptable overtures to 
Western visitors. 

⎯ China also promised “resolute measures” in response to an 
agreement between the U.S. and Taiwan on Thursday to push 
ahead with the previously announced U.S.-Taiwan Initiative on 21st-

Century Trade, a series of trade talks covering issues like trade 
facilitation, regulatory practices, trade barriers, and China's 
"economic coercion." 

Military Drills & Supply Chains 

⎯ Although not as assertive as the training exercises that followed 
Nancy Pelosi’s visit two weeks ago, the latest patrols in the Taiwan 
Strait reaffirm the expectation that the People’s Liberation Army will 
maintain more regular patrols and activities in the region, creating a 
concerning “new normal.” 

⎯ A senior U.S. naval commander expressed concern about  
increasingly assertive efforts by the PLA to intercept U.S. and 
allied military aircraft in the skies over the Pacific – echoing remarks 
made by Canadian and Australian officials earlier this year. 

⎯ In media comments, Taiwan President Tsai Ing-wen said peace and 
stability in the Taiwan Strait is critical to the stability of the global 
supply chain of high-tech products. 

Reunification Strategy 

⎯ China provided an update on its position on Taiwan in a new white 
paper, which asserted that historical precedent supports “reunification” 
and was consistent with previous policy statements that China’s 
preference is for “peaceful reunification.” Controversially, it removed a 
key pledge not to station Chinese military personnel in Taiwan. 

⎯ Taiwan swiftly rejected the white paper as highly unacceptable, 
saying cross-strait unification and “one country, two systems” would 
never be options for the island. 

“China's whole 

statement 

absolutely goes 

against the 

cross-strait 

status quo and 

its reality.”  

Joanne Ou,  

ROC Foreign Ministry 

spokesperson, 11 August  

“China’s 

complete 

reunification is 

a process that 

cannot be 

halted.”  

Wang Wenbin,  

PRC Foreign Ministry 

spokesperson, 11 August  

https://www.reuters.com/world/asia-pacific/china-stages-more-drills-near-taiwan-us-lawmakers-visit-2022-08-15/
https://www.reuters.com/world/china/china-sanctions-seven-taiwanese-officials-supporting-taiwan-independence-xinhua-2022-08-16/
https://en.mofa.gov.tw/News_Content.aspx?n=1328&s=97936
https://en.mofa.gov.tw/News_Content.aspx?n=1328&s=97936
https://www.bloomberg.com/news/articles/2022-08-16/us-admiral-decries-unsafe-china-military-actions-in-pacific?srnd=next-china#xj4y7vzkg&sref=GhXb8Oa9
https://www.reuters.com/world/asia-pacific/taiwans-president-says-peace-critical-tech-supply-chain-stability-2022-08-16/
https://www.scmp.com/news/china/politics/article/3188367/mainland-china-releases-white-paper-declaring-beijings-greatest
https://www.scmp.com/news/china/politics/article/3188367/mainland-china-releases-white-paper-declaring-beijings-greatest
https://www.scmp.com/news/china/politics/article/3188564/highly-unacceptable-taiwan-rejects-beijings-one-country-two
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Risk Watch 
Military Risk: 

The immediate risk of a military confrontation in the Taiwan Strait is low, but China will continue to seek to 

utilize both military and diplomatic tools to deter more visits to Taiwan by Western political delegations. 

This week’s deployment by Germany of fighter jets to Asia – reportedly the largest overseas deployment 

of German military aircraft since WWII – for exercises potentially near Taiwan has introduced an 

unexpected new actor into the mix, although China’s initial response has been relatively muted. 

Political Risk: 

China’s new white paper on Taiwan accused the U.S. of “using Taiwan to contain China” and seeking to 

“undermine China’s development and progress”. The visit by the bipartisan American delegation 

provoked an additional Chinese response, with language and actions further demonstrating Beijing’s lack 

of trust in Washington’s approach to Taiwan. Meanwhile, U.S. leaders have continually stressed that its 

policy toward Taiwan has not changed, and that China’s “disproportionate” actions undermine cross-strait 

stability. 

Business Risk: 

As of this week, most airlines and freight firms were reporting normal activity on key trade routes around 

Taiwan. The increased PRC military presence in the Taiwan Strait and anticipated U.S. military transits 

means that risk of interruption is still present in the near-term.      

Sector Spotlight 
 

Semiconductor Industry  

Taiwan is the dominant global manufacturer of semiconductors, especially for the most advanced 

components, where it has an unmatched leading position. Because Taiwan is critical to the global 

semiconductor industry in a period of well-documented supply shortages, China’s military drills in the 

Taiwan Strait are causing concern about future interruptions to shipments should Beijing decide to 

impose an embargo -- an unlikely scenario at this point, as China would also hurt its own economic 

interests in this critical sphere.  

⎯ Upgrading high-tech and advanced manufacturing is one of the key policy goals for the Chinese 
economy in the current five-year economic cycle, and this goal cannot be met without these vital 
components.  

⎯ Despite investing a reported US$100 billion over the past decade to develop a domestic 
semiconductor industry, and especially more advanced chips, China still lags in the global value 
chain and is a long way from its goal of self-sufficiency. 

⎯ Due to developments such as the ongoing corruption investigation into executives at China’s largest 
chip investment fund, or the so-called “Big Fund,” industry executives and analysts are predicting 
that China’s domestic industry will still need years to achieve expected results.  

⎯ An emerging opinion among economics commentators is that China’s high reliance on imported 
integrated circuits and other advanced components from Taiwan reduces the likelihood that Beijing 
would deliberately disrupt supplies during a period of slowing economic growth, especially while its 
own semiconductor industry is not able to fulfill domestic demand. 

https://www.aljazeera.com/economy/2022/8/4/why-china-is-not-sanctioning-taiwans-crucial-tech-industry
https://www.cnbc.com/2022/08/17/china-needs-taiwans-biggest-chipmaker-more-than-the-other-way-around.html


Update on Taiwan  

 
 
© FGS Global 2022 

3 

Focus on Communications 
 
Communications Environment Calmer, But Still Volatile 
Multinational brands and their Chinese brand ambassadors are operating in a volatile media and 
communications environment. While Chinese state media and government spokespersons have lowered 
their tone over the past week or so, and we are seeing fewer orchestrated social media campaigns by 
official media, China’s nationalist media and online netizens continue in their self-appointed roles as 
“protectors” of China’s reputation.  
 
While it may feel as if the most recent crisis has subsided, and companies and brands are not being 
asked to take a stand on Taiwan as with the Ukraine war, they should nonetheless continue scenario 
planning and stakeholder engagement, as there are still many more potential flashpoints on the 
horizon.  
 
 
Product Labelling, a Sticky Problem 

Media reports and feedback from business executives indicate that Chinese customs authorities are 

being stricter in enforcing existing rules on how products made in Taiwan are labelled for the mainland 

Chinese market, an issue that is not expected to go away anytime soon. Brands are feeling the heat. 

⎯ China has insisted that product origin labels should read “Taiwan, China” or “Chinese Taipei.” Using 
the phrase "Made in Taiwan" on any import declaration forms, documents or cartons could cause 
shipments to be held and checked by Chinese customs agents. Violators could be fined up to 4,000 
yuan (US$592) or, in the worst-case scenario, have their shipment rejected. 

⎯ Apple is one of the companies reported by media to have instructed its suppliers to comply strictly 
with Mainland China’s request, ahead of its upcoming product launches in the Autumn. 

⎯ U.S. Customs laws, on the other hand, must distinguish Taiwan from mainland China in product 
origin labeling because they are two separate customs jurisdictions and only the latter is subject to 
Section 301 tariffs. Therefore, there is no universal solution to the product labeling problem. 

⎯ Meanwhile, Mars Wrigley had to apologize for a product launch that Chinese social media users said 
suggested that Taiwan was a country. Promotional materials said that limited-edition Snickers are 
only available in the "countries" of South Korea, Malaysia, and Taiwan. 

⎯ Companies should check their websites and drop-down mentions for consistency. As a general rule, 
we advise on expanding any menus with country lists to add “territories” or “regions.” 

 
This is a perennial risk for companies and brands operating across markets and it is likely many have 
already faced, and resolved, this issue. But beware of shifting sensitivities and ensure consistency 
between websites and product labels where locations are referenced.  
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The View From… 

Beijing 
By Kevin Ma, Managing Director, Beijing 

 
 
The wave of media and public sentiment uproar around Taiwan has 
ebbed somewhat, but the aftermath and ramifications are ongoing.  
 

On Friday, August 12, five Chinese SOEs announced that they would 
delist from the NYSE, which immediately aroused speculation that this 
was an outcome of the China-U.S. tensions over Taiwan. Chinese 
media and social media (public) attention has started to focus on the 
implications for the Chinese economy and the business environment. 
Besides paying attention to press coverage about the U.S., it is worth 
keeping an eye out for mentions of Germany and Japan, as both 
appear to be taking a conservative approach to Taiwan given that 
their business ties with China cannot be neglected.  
 

Some Chinese media and social media posts have reported on the 
serious concerns of the German business community about trading 
with China, as well as the potentially negative impact on investment 
and trade between China and Japan after Takaichi Sanae was 
appointed as Japan’s second Economic Security Minister. Known in 
some media as Japan’s “Iron Lady,” Ms. Takaichi has adopted a 
hawkish position on China. She has held a video call with Taiwan’s 
president, Tsai Ing-Wen, and has expressed a willingness to deploy 
U.S.-made intermediate-range missiles in Japan. 
 

Zooming out, the bigger and longer-term ramifications for cross-border 
business between China and major Western economies are starting to 
emerge and are being debated in China’s public sphere. Now is the 
time for businesses to heighten their alertness for any reputational 
issues triggered by mishandling of the complex geopolitical situation 
that is unfolding. 
  

4 



Update on Taiwan  

 
 
© FGS Global 2022 

5 

Washington 
By Brett O’Brien, Partner, &                                               
Igor Khrestin, Managing Director, Washington 

 

In the United States, the reaction to Speaker Pelosi’s trip was generally 
supportive. While some analysts and commentators criticized the visit as 
potentially destabilizing, U.S. policymakers welcomed the visit as an 
expression of long-standing bipartisan support for Taiwan and consistent 
with the U.S. “One-China Policy.” Following the visit, the U.S. government 
criticized China’s military response as “extreme, disproportionate, and 
escalatory”, and summoned the Chinese ambassador to the White House 
to lodge official concerns. The U.S. also led a G-7 Ministers Statement 
that expressed similar concerns with the PRC’s activities in the wake of 
the visit. 

The U.S. posture regarding Taiwan is not expected to change in the near 
future. On August 12, in an on-the-record call with reporters, Deputy 
Assistant to the President and Coordinator for the Indo-Pacific Kurt 
Campbell stated that U.S. policy toward Taiwan will continue to be 
“guided by the Taiwan Relations Act, the Three Joint Communiqués, and 
the Six Assurances” and also announced that the U.S. will be “conducting 
standard air and maritime transits through the Taiwan Strait in the next 
few weeks.” 

The U.S. Congress will continue to push forward with both additional 
visits and legislative proposals to deepen the relationship between the 
U.S. and Taiwan. In September, the Senate Foreign Relations Committee 
is expected to consider the Taiwan Policy Act of 2022, the current version 
of which would: provide an additional $4.5 billion in arms to Taipei; seek 
to designate Taiwan as a U.S. “major non-NATO ally”; rename the 
unofficial diplomatic representation of Taiwan in Washington to the 
“Taiwan Representative Office”; call for imposing additional sanctions 
against senior Chinese officials for any escalations against Taiwan; and 
make other changes to the Taiwan Relations Act. If enacted into law, 
these changes will be some of the most significant changes to U.S. policy 
toward Taiwan since enactment of the Taiwan Relations Act in 1979. 

U.S. companies have generally avoided publicly commenting on Taiwan-
related developments, although privately many worry about future 
escalation and are actively engaged in steps “to protect staff and assets if 
conflict erupts across the Taiwan Strait.” 

  

https://www.nytimes.com/2022/07/28/opinion/china-us-taiwan-pelosi.html?smid=tw-share
https://www.washingtonpost.com/politics/2022/08/05/us-summons-china-ambassador/
https://www.state.gov/g7-foreign-ministers-statement-on-preserving-peace-and-stability-across-the-taiwan-strait/
https://www.whitehouse.gov/briefing-room/press-briefings/2022/08/12/on-the-record-press-call-by-kurt-campbell-deputy-assistant-to-the-president-and-coordinator-for-the-indo-pacific/
https://www.cnn.com/2022/08/14/politics/congressional-delegation-taiwan/index.html
https://www.cnn.com/2022/08/14/politics/congressional-delegation-taiwan/index.html
https://www.foreign.senate.gov/imo/media/doc/SBS%20Taiwan%20Policy%20Act%20FINAL%20(1).pdf
https://www.politico.com/newsletters/politico-china-watcher/2022/08/04/u-s-firms-eye-taiwan-exit-on-chinese-invasion-risk-00049694
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Europe 
By William Klein, Consulting Partner,                            
& Xuan Sun, Associate, Berlin 

 

In Europe, politicians and commentators were generally critical of the 
Chinese response to Pelosi’s visit. While some observers questioned the 
purpose and timing of the visit, a far larger number criticized the Chinese 
response as unnecessary and escalatory. The EU joined the G7 
statement criticizing the Chinese military response, noting that it risked 
increasing tensions and destabilizing the region. Separately, Josep 
Borrell, the EU’s High Representative for Foreign Affairs and Security 
Policy, said the firing of ballistic missiles over Taiwan and into Japan’s 
exclusive economic zone were “highly worrying developments that lead to 
destabilization and risk escalation.” 
 
In Germany, Foreign Minister Baerbock said: “We do not accept that a 
larger neighbor invades its smaller neighbor in violation of international 
law - and of course this also applies to China.” On top of that, despite 
increasing tensions with China, the German Federal Parliament’s Human 
Rights Committee said it is planning a trip to Taiwan at the end of 
October. The visit is to be officially requested from the parliamentary 
presidium at the beginning of September at the latest. The chairwoman of 
the Committee, Renata Alt, urged the German government and the 
European Union to take a tougher stance regarding relations with China. 
She told Reuters on August 10: "If we still want to be taken seriously 
internationally, then it is important that we take a clear position." 
Currently, other critical German political voices mainly come from the 
Human Rights Committee. Committee Member Michael Brand of the 
opposition CDU said: “The Chinese leadership must be careful that it 
does not just become a threat-spouting dragon on the international stage. 
A little more Asian discipline would be needed.” Several opposition 
politicians criticized Pelosi, however, with former CDU leader and 
Chancellor candidate Armin Laschet arguing that the visit would provoke 
the next conflict. 
 
In the UK, Foreign Secretary Liz Truss criticized the Chinese military 
actions, noting that “we have seen increasingly aggressive behavior and 
rhetoric from Beijing in recent months, which threaten peace and stability 
in the region.” The Foreign Office summoned the Chinese ambassador to 
express its concerns over the Chinese military response. A parliamentary 
group had earlier announced that it plans to visit Taiwan later this year. In 
France, most major politicians haven’t made their voices public. Only 
Jean-Luc Mélenchon, the leader of La France Insoumise, called Pelosi's 
Taiwan visit an American “provocation” and followed the Beijing narrative 
completely: “There is only one China and Taiwan is a full component of 
China.” 
 
European companies generally avoided commenting on the 
developments, although the German auto manufacturing association 
noted that “the German car industry, like the rest of the world, is watching 
the tensions between China and Taiwan with concern.” Across Europe, 
first-tier media commentators highlighted the tensions across the Taiwan 
Strait but generally predicted that war remained unlikely in the near term. 

https://www.handelsblatt.com/politik/international/aussenministerin-wir-akzeptieren-nicht-wenn-ein-nachbar-seinen-nachbarn-ueberfaellt-baerbock-warnt-china/28569494.html
https://table.media/europe/en/news-en/committee-chairwoman-calls-for-tougher-eu-stance-against-china/
https://table.media/europe/en/news-en/committee-chairwoman-calls-for-tougher-eu-stance-against-china/
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Want to go deeper?  
Our global team of experts is happy to further elaborate on our assessment and assist clients in 

navigating this issue as it develops. 

How we can help 
Companies should plan for both likely and worst-case scenarios, assessing and regularly reassessing the 

risks to their value chains, investments, operations, and personnel in Asia. Scenario planning should 

anticipate industrial policy and regulatory changes in China and the United States that either limit cross-

border business or open new opportunities for onshoring or reshoring to other trusted jurisdictions.  

Companies should be prepared to protect their brands and reputations through strategic engagement with 

their various stakeholders. They should be able to ensure stakeholders of the viability of their scenario 

planning, their understanding of the risks and opportunities in Taiwan and the PRC, and the reliability of 

their risk mitigation efforts. 

FGS Global’s advisors are well-equipped with geopolitical expertise to support clients in undertaking 

scenario planning and stakeholder engagement and will carefully monitor the situation in order to best 

serve clients. Please get in touch with colleagues in your region for help.   

  

Kevin Ma 
Managing Director, Beijing 
kevin.ma@fgsglobal.com 

Claudia Kosser 
Managing Director, Shanghai 
claudia.kosser@fgsglobal.com 

Deborah Hayden 
Partner, Tokyo 
deborah.hayden@fgsglobal.com 

Paul Yang 
Head of China, Hong Kong 
paul.yang@fgsglobal.com 

Ginny Wilmerding 
Partner, Hong Kong 
ginny.wilmerding@fgsglobal.com 

Mei Zhang 
Managing Director, Hong Kong 
mei.zhang@fgsglobal.com 

Jaime Ho 
Partner, Singapore 
jaime.ho@fgsglobal.com 

Brett O’Brien 
Partner, Washington 
brett.obrien@fgsglobal.com  

Igor Khrestin 
Managing Director, 
Washington 
igor.khrestin@fgsglobal.com 

Craig Leviton 
Partner, London 
craig.leviton@fgsglobal.com 

William Klein 
Consulting Partner, Berlin 
william.klein@fgsglobal.com 

Eva Christiansen 
Partner, Berlin 
eva.christiansen@fgsglobal.com 

Joachim Koschnicke 
Partner, Berlin 
joachim@fgsglobal.com 



Update on Taiwan  

 
 
© FGS Global 2022 

8 

 


