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Introduction: A Brief History of
the Tariff War

The modern tariff war between the United
States (“U.S.”) and China began in 2018,
under President Donald Trump, who cited
a massive trade imbalance, intellectual
property (IP) theft, and forced technology
transfers as justification. The U.S. imposed
sweeping tariffs on Chinese goods under
Section 301 of the Trade Act of 1974, which
permits tariffs in response to unfair trade
practices. China retaliated swiftly, targeting
U.S. exports like soybeans, automobiles,
and aircraft. This tit-for-tat escalation
eventually affected hundreds of billions of

dollars in trade.

The 2020 “Phase One” trade deal brought
some temporary relief, but most tariffs
stayed in place. Under President Biden,
these measures continued, with
adjustments like negotiated tariff-rate
quotas for allies such as the EU. When
Trump returned to office in 2025, a new
wave of tariffs followed, reaching as high as
145% on some Chinese goods. By mid-

2025, however, the two sides struck a new

framework agreement: the U.S. lowered
average tariffs to about 55%, and China
kept its rates around 10%, and agreed to
speed up rare-earth shipments critical to

U.S. industries.

While much attention has focused on trade
deficits and manufacturing, a less visible
but equally significant battleground has
been intellectual property. The prolonged
tariff war between these economic
superpowers has reshaped global supply
chains, shifted IP enforcement priorities,
and created new challenges for businesses
navigating a highly politicised trade

environment.

From Tariff Battles to IP
Strategy: Southeast Asia’s New
Reality

1.  Shifting Supply Chains and the
Redistribution of IP Risks

Rising tariffs have pushed many
multinational companies to relocate
manufacturing and distribution out of
high-tariff jurisdictions like China.
Southeast  Asian  economies—
including Malaysia, Vietnam, and
Indonesia— have emerged as
attractive alternatives, offering lower
costs and increasingly sophisticated

manufacturing capabilities.
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However, this migration also brings
with it a redistribution of IP risks. As
foreign companies shift production to
Malaysia, they bring with them
patented processes, proprietary
technologies, and trade secrets —
increasing pressure on the local IP
framework. While there are new
opportunities up for grabs, this also
exposes businesses to unfamiliar
legal systems, varying levels of IP
enforcement, and increased risk of
infringement. To adapt, businesses
are increasingly required to re-file
trademarks, patents, and design
rights in new jurisdictions, establish
robust licensing or technology
transfer arrangements with local
partners, and implement strong
contractual safeguards against IP

misuse.

IP as a Bargaining Chip in Trade

Negotiations

A notable consequence of the U.S. —
China tariff war is the elevation of IP
to the frontlines of trade diplomacy.
One of the core justifications for the
U.S. tariffs on China was the latter’s
inadequate protection of IP and the
forced transfer of U.S. technology.
These concerns culminated in the

2020 “Phase One” trade agreement,

which imposed obligations on China
to improve patent protections,
address trade secret theft, and crack

down on counterfeit goods.

This development has elevated IP
from a regulatory matter to a
diplomatic and strategic tool. For
businesses, this means that
international IP standards are no
longer merely legal benchmarks—
they are political instruments.
External pressure from trade
tensions have compelled jurisdictions
to reform their IP frameworks, but
such reforms are often shaped more
by diplomatic calculus  than
commercial  necessity, creating
uncertainty for businesses striving to

remain compliant.

Non-Tariff IP Retaliation and

Enforcement Trends

In parallel with traditional tariffs,
countries have increasingly turned to
non-tariff retaliatory tools grounded in

IP laws. These include:

o Customs  detentions  and
seizures based on alleged IP

infringement.

o Regulatory roadblocks, such as
invalidation actions against

foreign IP rights.
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o Investigations under antitrust
and unfair competition laws,

often selectively enforced.

These non-tariff measures serve
both  protectionist and punitive
purposes, allowing countries to
pressure foreign businesses without
imposing formal trade sanctions. For
Malaysian exporters and licensees
operating globally, these risks are
tangible — especially when their
products enter politically sensitive
markets. To mitigate these risks,
companies should conduct regular
legal audits and strengthen IP-

related contracts.

Fragmentation of Innovation and

“Tech Decoupling”

One of the most enduring legacies of
the tariff war is the acceleration of
technology decoupling. The
bifurcation of technological
ecosystems—oparticularly  between
the U.S. and China—has created
divergent standards for everything
from semiconductors to artificial
intelligence. Businesses now face
“dual-track” IP environments,
managing portfolios across
incompatible and competing legal

and technical standards.

This has significant implications for
R&D and licensing strategies.
Companies may need to restructure
ownership of their IP assets, revisit
royalty arrangements, and re-
evaluate their dependency on
proprietary technologies that could
be caught in cross-border regulatory

crossfire.

This dual-system challenge arises
from significant differences in legal
structures, enforcement
predictability, and geopolitical
restrictions. For instance, while the
U.S. IP system is transparent and
precedent-based, China’s framework
— though improved — can still be
politically influenced and variable.
Licensing agreements, trade secret
protections, and enforcement
protocols may need to be drafted

differently depending on jurisdiction.

For Southeast Asian companies, this
means navigating two distinct
systems — one aligned with the U.S.,
the other with China. Malaysian
businesses should carefully manage
their IP portfolios to ensure
enforceability in both spheres and
reassess their reliance on

technologies that could become
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restricted or devalued in future trade

escalations.

Strategic  Considerations for

Malaysian Businesses

In light of these trends, Malaysian
companies — whether exporters,
technology licensees, or
manufacturing intermediaries—
should adopt a proactive and flexible

IP strategy:

o Localisation of IP Rights:
Ensure all core IP is registered
and enforceable in jurisdictions
where production or

commercialisation occurs.

o Contractual Protection:
Strengthen IP  clauses in
supplier, distributor, and
licensing agreements,
particularly in high-risk markets
where IP  enforcement is

politically influenced.

o Monitoring Trade Policy:
Stay informed about
international trade negotiations
that may impact the treatment

of IP rights directly or indirectly.

o Diversifying Market
Exposure: Mitigate IP risks by

expanding to jurisdictions with

mature, reliable IP enforcement

regimes.
Conclusion

The tariff war has transformed the global IP
landscape in ways that extend far beyond
border taxes. As IP becomes a tool of trade
diplomacy, businesses must not only
defend their rights but also strategically
position their IP assets to navigate shifting
trade currents. A proactive, regionally
informed IP strategy will be crucial to thrive

in this evolving geopolitical environment.
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