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SUMMARY

® The US—China standoff over Al semiconductors entered a new phase at the end of 2025 when
the US lifted export restrictions on NVIDIA’s H200 to China. While continuing to prohibit exports
of the most advanced chips, the US has adopted a policy of permitting exports of the H200, a
core processor for Al development, to China and other markets, with the intention of using the
profits generated to promote domestic innovation.

® |n response, Chinese Al companies promptly placed orders for the H200. However, the Chinese
government suspended imports and signaled its intention to accelerate development of
domestically produced Al semiconductors, citing national security concerns, wariness of
dependence on the US, and the need to foster the domestic semiconductor industry.

® Fragmentation of the Al semiconductor market would impede economic growth. Neither
government can ignore industry concerns over revenue losses in a vast market and potential
delays in technological development. Policy is therefore likely to shift from blanket restrictions
toward more selective controls that balance national security considerations with economic
interests.

1. INTRODUCTION

The confrontation between the US and China over advanced semiconductors has entered a new phase
following the Trump administration’s policy shift at the end of 2025. The US had steadily tightened export
controls on advanced semiconductors to China, including Al semiconductors. In December 2025, however, it
abruptly granted approval for exports of NVIDIA’'s H200 GPU to China, subject to certain conditions. This
represents a major policy reversal that fundamentally alters the “small yard, high fence”! framework
advanced under the Biden administration (Figure 1).

1 “Small yard, high fence” is a US economic security strategy that seeks to minimize national security risks by narrowly defining and
imposing strict controls on critical sectors, such as Al and semiconductors.
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Figure 1. Developments involving the US, China, and NVIDIA surrounding advanced semiconductors

Chinese government
Year Administration | US Governmentr ions and dev its NVIDIA developments countermeasuresand
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2019 First Trump ® May: Added Huawei to Entity List (EL); made exports of US technology
administration subject to licensing
2020 @ May: Strengthened export controls on Huawei. Applied Foreign Direct @ May: AnnouncedA100 (Ampere series)

Product Rule (FDPR)to even products manufactured outside the
US based on Huawei designs using US technology, making their
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persons subject tolicensing (policy of denial). As a result, the
A100 and H100 became subject to export controls
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and strengthened regulations GPU for Chinese companies, etc.
@ November: Added H800 and A800 to items subject to export controls ® November: AnnouncedH200 (Hopper series)
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@ December:  Added 140 Chinese semiconductor-related companies and ® March AnnouncedB200 (Blackwell series)

investment firms to Entity List

2025 Second Trump | @ January Announced consideration of new restrictions on H20 and other | @ January: CEO JensenHuang and President Trump held discussions | @ July: Launchedinvestigation
administration GPUs following DeepSeek announcement . at the White House on semiconductorand Al policy into H20 backdoor
o May Issued guidance on risks associaled with the use of Huawei | g April CEO Huan dined with President Trump issue; conducted
semiconductors, risks of US-made Al semiconductors being @ April CEO Huang visited Beijing hearing with NVIDIA
used in the development and inference of Chinese Al models, . . .
and semiconductor diversion risks @ July: CEO Huang visited Beijing @ August: Chinese Ministry of
@ May. Added H20 to items subject to export controls ® August CEO Huan met with President Trump Foreign Affairs denied
@ August Permitted exports of H20 to China @ December: CEO Huan exchanged views with President Trump on rumors of a ban on
@ December: Permitted exports of H200 to China semiconductors for China NVIDIAGPU imports at a
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Source: Compiled by MGSSI based on various sources

NVIDIA’s product development cycle is short. Therefore, although the H200 is not the latest generation, it
remains a core GPU for Al development and is widely deployed in data centers. Compared with the
performance-restricted H20 GPU designed for the Chinese market and Huawei's domestically developed
Ascend Al semiconductors, the H200 still maintains an overwhelming performance advantage (Figure 2). If
supplied to Chinese firms, the H200 is expected to significantly enhance Al development capabilities that have
been constrained under existing restrictions and reaccelerate development speed?. This development also has
implications for the competition for leadership in the Al development ecosystem. NVIDIA’'s CUDA has
established itself as the industry standard platform for Al development, forming an ecosystem that includes
libraries and software tools optimized for Al development. CUDA cannot be used with non-NVIDIA GPUs. This
makes it difficult to migrate Al development built on CUDA to other companies’ Al semiconductors, requiring
code porting and performance optimization (Figure 3). The US approval of H200 exports could therefore draw
China’s Al development back into the CUDA environment, potentially hindering the long-term formation of a
Chinese-led Al ecosystem.

2 One key indicator affecting Al performance is the number of model parameters, and a gap remains between US and Chinese Al
models. Although estimates vary, DeepSeek-V3, a Chinese-developed model that drew attention in early 2025, is reported to have
approximately 671 billion parameters, whereas GPT-40, the primary ChatGPT model at the time, is believed to have parameters on the
order of trillions. While development under constraints on GPU resources has encouraged greater efficiency and advances in design
techniques, such limitations seem to have slowed the pace of cutting-edge Al development in frontier areas to a certain extent.
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Figure 2: Performance comparison of NVIDIA GPUs and China’s domestically produced Al

semiconductors (ranked by performance)

(TDP)
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Manufacturer NVIDIA NVIDIA NVIDIA NVIDIA Huawei NVIDIA NVIDIA
Highest- GPU previously
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Producisshippecto |CPUforwich | EERERAR 992 |inresponsetothe | yieqt GPU sxensively | L e
o date (NVIDIAhas | SXPOTISTOChING | Lo iy usedas | TrStGPUexport | oo onductor | Usedin Altraining, | 2o ual of H200
Positioning § were recently controls in 2022, including for early
announced its next- a benchmark for developed by . exports by
generation GPU. approved by comparison with but exports were Huawei versions of President Trump;
) : President Trump . prohibited following ChatGPT :
but it had not yet Chinese GPUs the tightening of a performance-
beenreleasedat re ulgtions ig 2023 restricted version
the time of writing) g of the H100
Hopper Hopper Hopper Hopper
Architecture Blackwell . (previous (previous (previous Da Vinci Ampere . (previous
(current generation) ; ; X (older generation) X
generation) generation) generation) generation)
Release date 2024 2023 2022 2023 2025 2020 2024
oMb 4.5PFLOPS 2.0 PFLOPS 2.0 PFLOPS 2.0 PFLOPS 0.80 PFLOPS 0.62 PFLOPS 0.15 TFLOPS
performance (FP16)
. 192GB 80GB 96 GB
Memory capacity (HEM3e) 141GB(HBM3e) |80 GB (HBM3e) 80 GB (HBM2e) 12868 (HBM2e) | o HEM3)
Memory bandwidth 8.0TB/s 4.8TBIs 3.4TB/s 3.4TB/s 3.2TB/s 20TB/s 4.0TBIs
NVLink bandwidth 1.8TB/ls 0.9TB/s 0.9TB/s 0.4TB/s — 0.6 TB/s 0.9TB/s
Powercansumption | 4 5aqyy 700W 700w 700w B50W 400W 400W

Note: Model names are colored green for NVIDIA GPUs and red for Huawei GPUs.

Note: Based on official announcements and estimates from various sources. Values may vary depending on configuration, even for the same model.

Note: See “Compute performance” column for GPU performance. However, performance varies depending on the type of computation executed and should
not be regarded as an absolute evaluation.

Note: The H800 is a China-compliant GPU developed in response to exportrestrictions. It offers higher standalone GPU performance than the
A100, which became subject to export restrictions to China in 2022. This is because the regulations at the time set threshold values based on
interconnect communication speeds between GPUs (corresponding to NVLink bandwidth in this table), allowing exports if performance
remained below the A100. Interconnect communication speed was subsequently removed from the regulatory criteria.

Source: Compiled by MGSSI based on various sources

Figure 3: Overview of the CUDA ecosystem
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2. US: POLICY SHIFTS ON ADVANCED SEMICONDUCTOR EXPORTS TO CHINA

2-1. CONTROL OF EXPORTS VS PROMOTION OF EXPORTS

In the US, the objective of maintaining technological superiority over China in semiconductors has been broadly
shared by the government, Congress, and industry. However, two competing approaches have emerged
regarding how to achieve this goal. One position calls for strict control of exports to China. This view is primarily
advocated by China hawks within the government and Congress who regard China’s rise as a strategic threat.
It is based on the belief that effectively prohibiting exports will hinder China’s technological advancement.

The other position, advanced by the US semiconductor industry, argues that while exports of the most advanced
chips should remain tightly controlled, second-tier and lower products should be exported without restriction.
The reasoning is that excessive export controls could accelerate China’s independent technological
development, whereas keeping China reliant on outdated US technology better preserves US advantages.
Industry representatives also contend that the closure of access to the Chinese market, a major source of
revenue, would undermine their ability to secure funding for research and development of next-generation
technologies.

From the first Trump administration through the Biden administration, the US has generally strengthened export
controls on China. In particular, regulations introduced in October 2022 under the Biden administration imposed
strict restrictions on Al semiconductors exceeding certain specifications, in principle prohibiting not only chip
exports but also the provision of manufacturing equipment and maintenance services to factories in China. The
second Trump administration likewise maintained a policy of tightening controls until it approved exports of the
H200.

2-2. A DEAL REFLECTING THE VIEWS OF EXPORT PROMOTION ADVOCATES

Two main factors drove the Trump administration’s policy shift. First, NVIDIA CEO Jensen Huang, whose
company had been subject to the strictest controls, advocated on behalf of the US semiconductor industry and
persuaded President Trump. Second, the administration sought to use the relaxation of restrictions as leverage
in ongoing trade negotiations with China. With the US midterm elections approaching in November 2026,
economic stability is critical for the Republican Party, led by Trump, to maintain its majority in Congress. To that
end, the administration aims to secure continued Chinese exports of rare earths and imports of US agricultural
products. Approval of H200 exports, therefore, serves as a card to appease China.

At the same time, unconditional approval was not a viable option for President Trump, who portrays himself as
a dealmaker. The administration therefore reached an agreement with NVIDIA under which 25% of sales
revenue generated in China would be paid to the US government, implemented in the form of tariffs. Specifically,
Al semiconductors such as the H200 are primarily manufactured in Taiwan and first imported into the US for
inspection. If the final customer is located outside the US, an additional 25% tariff is collected by US Customs
(Figure 4). As a result, tariffs are effectively imposed on sales to countries other than China as well. In addition,
multiple conditions were attached, including a cap limiting shipments to China to no more than 50% of the
volume supplied to US customers, with approvals granted by the Department of Commerce on a case-by-case
basis (Figure 5).
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Figure 4: Mechanism of additional tariffs on certain advanced semiconductor imports under
the Trump administration
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Note 1: Semiconductors covered are those classified under HS codes 8471.50, 8471.80, and 8473.30, and equivalent to the H200 or MI325X.
Note 2: The legal basis for the additional tariff is Section 232 of the Trade Expansion Act of 1962. Application began on January 15, 2026.
Source: Compiled by MGSSI based on the US Federal Register, etc.

Figure 5: Export licensing requirements to China for the H200 and equivalent semiconductors under
the Trump administration

Item Details
Supervising :
authority Bureau of Industry and Security (BIS), Department of Commerce

Effective date |[January 15, 2026

Semiconductors [NVIDIA H200, AMD MI325X, and equivalent semiconductors
subject to (total processing performance [TPP] of less than 21,000 and total DRAM bandwidth of less

licensing than 6,500 GB/s)

Permission will be granted on a case-by-case basis if the following conditions are met:

@ The product is of or below the above specifications, and shipment volumes within the
US at the time of application are reported to BIS.

@ Sufficient supply exists such that the requested export volume will not affectthe
fulfilment of US domestic orders.

@ Export volumes to China and Macau do not exceed 50% of shipment volumes within the
us.

@ Exports to China and Macau are not prohibited under end-user or end-use restrictions.

(e.g., exports for military use are not permitted)

@ The final consignee conducts strict customer due diligence and prevents unauthorized
access by restricted parties (including individuals or entities listed by BIS as parties of
concern, such as those on the Entity List).

@ Prior to export, a qualified third-party testing body verifies the technical performance
and other specifications of the Al-related equipment described in the application.

Note: Total processing performance (TPP) is an indicator introduced under the previous Biden administration

that represents the theoretical maximum computational capability of an integrated circuit when used for

Al and advanced computing applications.

Review policy

Source: Compiled by MGSSI based on the US Federal Register
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2-3. CONTINUED PROHIBITION OF EXPORTS OF THE MOST ADVANCED
TECHNOLOGIES

Although the recent approval marks a significant policy shift by the US government, exports of the most
advanced semiconductors to China will continue to be strictly restricted. Banning chip exports alone is
insufficient to slow China’s technological progress. The US is therefore closely monitoring the transfer of
manufacturing technologies and equipment to prevent them from reaching China. The continued development
of Huawei, despite stringent measures imposed during the first Trump administration, is likely to have influenced
this stance.

For example, in January 2026, President Trump issued an executive order retroactively prohibiting the April
2024 acquisition of the semiconductor business of US defense company EMCORE by HieFo, a Chinese-owned
electronics firm. With regard to manufacturing equipment, EUV lithography systems from the Dutch company
ASML are regarded as indispensable for producing the most advanced semiconductors. The US is lobbying the
Dutch government to continue banning exports of such equipment to China. Although the approach has
changed, the US is unlikely to ease efforts to maintain its technological edge over China in the semiconductor
sector.

3. CHINA: INTENT BEHIND H200 IMPORT RESTRICTIONS AND ACCELERATION OF
DOMESTIC ADVANCED SEMICONDUCTOR PRODUCTION

3-1. POLICY TRENDS SURROUNDING H200 IMPORTS

As noted above, the H200 currently retains a decisive performance advantage over China’s domestically
produced GPUs. In addition to using the GPUs themselves, many Chinese Al companies conduct development
within the CUDA ecosystem provided by NVIDIA.

After the US announced the lifting of export restrictions on the H200 to China, major Chinese tech companies
such as Alibaba and ByteDance promptly placed orders, anticipating delivery in March 2026. However, in
January 2026, China’s General Administration of Customs suspended customs clearance procedures for the
H200, and authorities responsible for industrial and internet security instructed major technology firms to halt
their orders.

3-2. BACKGROUND TO THE H200 IMPORT RESTRICTIONS

China’s decision to impose restrictions on H200 imports is driven by three main factors.

First are national security concerns. In July and August 2025, several media outlets, including Bloomberg and
Reuters, reported the possibility that NVIDIA GPUs could contain backdoors enabling location tracking or
remote shutdown. Although NVIDIA denied these claims, the Chinese government has adopted a more cautious
stance.

Second is concern over dependence on the US. As US—China tensions intensify, China views lock-in to NVIDIA
GPUs and the CUDA ecosystem as a significant risk to its Al industry. There is also concern that the H200 is
one generation behind NVIDIA’s latest B200. Accepting this situation could leave China limited to performance-
restricted, outdated GPUs, perpetuating a disadvantage relative to the US in the Al race.

Third is the objective of fostering the domestic semiconductor industry. While Chinese firms such as DeepSeek
have enhanced their international competitiveness in Al, a substantial gap with overseas players remains in Al
semiconductor manufacturing (Figure 6). A large inflow of H200 chips could reduce growth opportunities for
domestic semiconductor makers and slow the accelerating trend toward domestic production. The Chinese
government places greater importance on establishing supply sovereignty over the next 10 to 20 years than on

6
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securing high-performance chips in the short term, and is working to develop domestic GPUs as one of its top
priorities.

Figure 6: Major Chinese companies in the Al industry chain
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Source: Compiled by MGSSI based on news reports

3-3. ACCELERATION OF DOMESTIC PRODUCTION OF ADVANCED SEMICONDUCTORS

Under the third phase of the China Integrated Circuit Industry Investment Fund established in 2024, the Chinese
government has committed RMB 344 billion, with priority support for domestic production of areas of particular
weaknesses, such as lithography equipment. Private capital has also become more active. In 2025, a series of
IPOs by Al and semiconductor firms drew strong market attention, with the share price of GPU maker Moore
Threads rising 425% and MetaX surging 693% on their first day of listing.

Technological progress is also evident. According to an analysis by Techinsights?, foundry SMIC succeeded in
manufacturing with a 7 nm process in 2024, despite remaining challenges such as yield rates. Huawei’s 910C,
one of the most advanced domestically developed chips, is reported to achieve approximately 80% of the
performance of NVIDIA’'s H100, while SenseTime and Cambricon have reached performance comparable to
NVIDIA’s A100. Production capacity is expanding rapidly. Bernstein* estimates that as of 2025, China’s Al
semiconductor production capacity stands at 10,000 wafers per month, up 131% year on year, and is projected
to increase more than tenfold to 126,000 wafers per month over the next three years (Figure 7).

3 TechlInsights: A company headquartered in Ottawa, Canada, that specializes in the analysis and reverse engineering of
semiconductors and electronic devices.
4 Bernstein: A securities research firm based in New York, US.
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Figure 7: China’s advanced semiconductor production capacity
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4. FUTURE PROSPECTS

Rather than imposing a blanket import ban, China’s next step may be to introduce a differentiated import
management framework that varies conditions by company to balance the interests of the domestic
semiconductor and Al industries. On the US side, although there are calls, particularly in Congress, for further
tightening export controls on China, a renewed major policy reversal appears unlikely at this stage. Al and Al
semiconductors have already become vast markets, and deeper fragmentation in this domain would not be
favorable for industries in either country. For both governments, it is difficult to fully separate industrial interests
from political decision-making. Going forward, policy measures are likely to reflect a comprehensive
assessment of domestic technology and industrial development, supply chain security, geopolitical risk, and the
growth of individual firms. Rather than uniform restrictions, more flexible approaches that limit specific targets,
volumes, end uses, or companies are likely to be required.
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