The Semiconductor Cold War:
Strategic Shifts in a Fractured
Global Supply Chain

— U.S.-China tech decoupling has triggered a global semiconductor supply
chain realignment, driven by U.S. export controls and China's self—

sufficiency push.

— The U.S. "small yard, high fence" strategy imposed 300+ export rules by

2025, extending jurisdiction to foreign equipment used in China.

— China's semiconductor R&D investment now exceeds the U.S. in volume,

with breakthroughs in 5nm manufacturing and carbon nanotube transistors.

— India, Europe, and Southeast Asia are reshaping supply chains through
friendshoring, with Vietnam's chip assembly sector projected to grow at
12% CAGR through 2030.
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The U.S.—China tech decoupling has reached a critical inflection
point, with semiconductor investments at the epicenter of a global
realignment. Over the past two years, Washington's escalating
export controls, coupled with China's aggressive push for self-
sufficiency, have fractured the once—integrated global supply chain.
This shift is not merely a bilateral struggle but a systemic
reconfiguration of where value is created, who controls it, and how

investors should navigate the new landscape.
The U.S. Strategy: A “Small Yard, High Fence” Approach

The Biden and Trump administrations have adopted a dual strategy
of restricting China's access to advanced technologies while
fortifying U.S. domestic capabilities. By 2025, the U.S. had imposed
over 300 export control rules targeting semiconductors,
manufacturing equipment, and Al-related tools. The Bureau of
Industry and Security's (BIS) Foreign Direct Product (FDP) rules, for
instance, now extend U.S. jurisdiction to foreign—-made equipment if
there is “knowledge” of its use in China. These measures have
effectively created a “small yard, high fence” model, focusing on a
narrow set of high—sensitivity technologies while erecting near—

impenetrable barriers around them.

The impact on China's semiconductor ecosystem has been twofold.
Initially, the restrictions caused price spikes and workforce
reductions in sectors reliant on U.S. tools. However, they also

catalyzed a surge in domestic R&D. Huawei's Kirin 9000C chips,



SMIC's 5nm manufacturing breakthroughs, and Peking University's
carbon nanotube-based transistors are emblematic of this shift. By
2025, China's share of global memory chip production had risen to
5%, up from near-zero in 2020, while its investment in
semiconductor R&D now outpaces the U.S. in volume, albeit not yet

in quality.
Global Supply Chain Reconfiguration: Beyond the U.S.-China Binary

While the U.S. and China dominate headlines, the true story of 2025
lies in the reconfiguration of supply chains across India, Europe, and
Southeast Asia. These regions are not passive observers but active

participants in a new geopolitical order where proximity to U.S. allies

and alignment with national security goals dictate investment flows.

India: The New “Friendshoring” Frontier

India's semiconductor ambitions have gained urgency as the U.S.
seeks to diversify away from China. The Indian government's $10
billion production-linked incentive (PLI) program has attracted firms
like

. However, India's strategic autonomy complicates its role. The U.S.
imposed a 25% tariff on Indian goods in August 2025, partly in
response to New Delhi's continued imports of Russian oil. This move
has forced Indian firms to balance economic pragmatism with

geopolitical alignment. For investors, India's potential as a



manufacturing hub remains high, but its exposure to U.S. policy

volatility cannot be ignored.

Europe: Reshoring with a Twist

The European Union's “friendshoring” strategy has prioritized
domestic semiconductor manufacturing to reduce reliance on Asian
suppliers. The EU's Chips Act, which allocates €43 billion in public
and private funding, has spurred projects like TSMC's €17 billion fab
in Germany and Intel's €20 billion expansion in Poland. However,
Europe's fragmented market and labor shortages pose challenges.

Investors should monitor how European firms like

and Infineon integrate with Southeast Asian partners, particularly in
Malaysia and Vietnam, where advanced packaging and assembly are

becoming critical.

Southeast Asia: The Unintended Beneficiary

Vietnam and Malaysia have emerged as linchpins in the U.S.-led
effort to de-risk supply chains. TSMC's CoWoS (chip—on-wafer—
on—-substrate) production in Vietnam, for example, is projected to
reach 70,000 wafers per month by 2026. Intel's $15 billion
investment in Malaysia's advanced packaging facilities further
underscores the region's strategic importance. For investors,
Southeast Asia offers a unique blend of low-cost labor, U.S. policy

support, and proximity to China's consumer market. However, the



region's vulnerability to geopolitical shocks—such as South Korea's

2024 martial law declaration—remains a wildcard.
Investment Implications: Navigating the New Normal

For investors, the key lies in identifying firms and regions that align
with the new geopolitical and economic realities. Here are three

strategic considerations:

1. Bet on Resilience, Not Just Growth: Companies that excel in

advanced packaging (e.g.,

, Intel) and logistics optimization (e.g., DHL, KPMG) are better
positioned to navigate fragmented supply chains. These firms
are leveraging Al—driven platforms to manage tariffs and
optimize routes, a critical edge in a world of shifting trade

policies.

2. Diversify Geographically: While the U.S. and China remain
central, investors should allocate capital to emerging hubs like
India and Southeast Asia. For example, Vietnam's
semiconductor assembly sector is expected to grow at a 12%
CAGR through 2030, driven by U.S. nearshoring incentives.

3. Prioritize Innovation Over Short-Term Gains: The race for
self-sufficiency is accelerating investment in alternative
technologies. Firms developing RISC-V architectures (e.g.,

Alibaba's C930 CPU) or carbon nanotube-based chips (e.g.,



Peking University's research) could disrupt traditional supply

chains.
Conclusion: A Semiconductor-Driven World Order

The U.S.—China tech decoupling is no longer a theoretical risk—it is
a structural shift reshaping global investment. For investors, the
challenge is to balance the pursuit of returns with the realities of a
fractured world. The winners will be those who adapt to the new
rules of the game: aligning with U.S. policy goals, investing in
resilient supply chains, and backing innovation that transcends

geopolitical divides.

In this new era, the semiconductor is not just a chip—it is a
geopolitical weapon, an economic lever, and a test of strategic
foresight. The question for investors is not whether to participate,

but how to position for the inevitable.



