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Background and Strategic Context

In January 2026, the United States initiated a coordinated shift in semiconductor policy
aimed at restoring domestic manufacturing leadership and reducing strategic dependence
on foreign supply chains. This shift combines three interconnected instruments: a major
trade and investment agreement with Taiwan, the invocation of national-security tariffs
under Section 232 on semiconductor imports, and a broader geopolitical realignment of
high-technology supply chains. Taken together, these measures signal that semiconductors
are now treated as strategic infrastructure rather than ordinary commercial goods.

The U.S.—-Taiwan Semiconductor Trade and Investment Framework

The centrepiece of this strategy is the landmark U.S.—Taiwan trade and investment
agreement focused on semiconductors and advanced technologies. Under the agreement,
Taiwanese semiconductor and technology firms have committed to making at least USD 250
billion in new direct investments in the United States, complemented by an additional USD
250 billion in Taiwanese credit guarantees. These commitments are intended to support the
construction of fabrication facilities, energy infrastructure, artificial-intelligence capacity, and
research and development ecosystems within the United States.

Beyond capital flows, the agreement envisions the creation of dedicated industrial parks
designed to consolidate advanced manufacturing, innovation, and upstream supply chains.
The objective is not short-term capacity expansion but the long-term anchoring of a
complete semiconductor ecosystem on U.S. soil, encompassing design, fabrication,
equipment, and downstream integration.

Tariff Structure and Investment-Linked Market Access

The agreement also recalibrates tariff relations between the two economies. Reciprocal
tariffs on Taiwanese goods entering the U.S. market are capped at 15 percent, while zero-
tariff treatment is extended to selected strategic sectors, including generic pharmaceuticals,
aircraft components, and certain natural resources not domestically available in the United
States.

Crucially, the agreement links tariff treatment to investment behaviour. Taiwanese firms that
invest in U.S. semiconductor manufacturing are granted preferential treatment under U.S.
national-security trade laws, including eligibility for import allowances under Section 232.
This mechanism effectively converts market access into an industrial policy tool, conditioning
tariff relief on the physical presence of production capacity within the United States.



Section 232 Proclamation on Semiconductor Imports

Parallel to the cooperative Taiwan framework, the U.S. government adopted a unilateral
enforcement measure through a Section 232 proclamation issued in January 2026. The
Department of Commerce concluded that imports of semiconductors, semiconductor
manufacturing equipment, and derivative products pose a threat to national security due to
insufficient domestic capacity and excessive reliance on foreign suppliers.

The proclamation authorises the imposition of a 25 percent ad valorem tariff on a narrowly
defined set of advanced semiconductor products. At the same time, it introduces targeted
exemptions for imports that directly support U.S. industrial build-out, including equipment
for domestic fabrication plants, research and development activities, and certain civilian
infrastructure uses. The structure of the measure reflects an attempt to restrict dependency-
creating imports while facilitating those that contribute to domestic capacity formation.

National Security and Industrial Policy Rationale

The Section 232 action is grounded in the classification of semiconductors as essential to
national defence, critical infrastructure, communications networks, energy systems, and
healthcare technologies. The U.S. government’s assessment emphasises that supply
disruptions or foreign leverage over semiconductor inputs would pose systemic risks
extending well beyond commercial markets.

By combining tariffs with exemptions linked to domestic investment, the United States is
deploying Section 232 not merely as a protective instrument but as a lever to redirect global
production patterns. The tariff thus functions less as a revenue-raising measure and more as
a behavioural tool designed to incentivise reshoring and allied-country integration.

Geopolitical Dimensions and Taiwan’s Strategic Role

The agreement with Taiwan carries significant geopolitical implications. Taiwan occupies a
central position in the global semiconductor ecosystem, particularly in advanced logic and
foundry manufacturing. Deepening U.S.—Taiwan economic integration strengthens supply-
chain resilience while simultaneously reinforcing strategic alignment amid intensifying U.S.—
China technological competition.

By embedding Taiwanese production capacity within the United States, the agreement
reduces exposure to geopolitical risk while preserving access to Taiwan’s technological
expertise. This dual objective of risk mitigation and alliance consolidation underscores the
broader strategic logic behind the deal.

Implications for Global Trade and Technology Governance

Taken together, the U.S.—Taiwan agreement and the Section 232 semiconductor measures
mark a decisive evolution in U.S. trade policy. Market access in high-technology sectors is
increasingly conditioned on strategic alignment, domestic capacity building, and national-



security considerations rather than solely on price competitiveness or traditional
comparative advantage.

For exporters, investors, and governments, the semiconductor sector now serves as a
template for future U.S. trade governance. Access to the U.S. market will increasingly
depend on participation in U.S. industrial rebuilding efforts, signalling a shift toward a hybrid
model where trade liberalisation, industrial policy, and national security are deeply
intertwined.
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