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U.S.-China Trade Rivalry

Despite heightened tensions circling the up-
coming U.S. presidential election, the candi-
dates have yet to discuss their plans for U.S.-China
trade policy on the campaign trail. Vice President
Kamala Harris has backed President Biden’s strat-
egy of targeted tariffs on strategically important
Chinese imports such as electric vehicles, assert-
ing that this policy will bolster domestic manufac-
turing and avoid further economic damage. She
confirmed this in May but has also linked her con-
cerns over trade with China to National Security,
putting a focus on the tech sector and stating that
her goal is to “de-risk” the U.S.-China Relation-
ship, not “de-couple” from China.

Former President Donald Trump has affirmed
that he prefers a tariff above 60% on all Chinese
imports and a flat rate tariff on all other countries’
imports as well to amp up U.S. manufacturing and
reduce reliance on international trade, pushing
companies to move their manufacturing back to
the U.S., restoring domestic jobs.

Economists have considered possible impacts
from both candidates’ plans. Trump’s proposed tar-
iffs would be disruptive to the entire global trading
system, costing middle-earning U.S. households at
least an additional $2500 per year. The plan could
also add 1.1% to the U.S. inflation rate. Harris’
proposed plan has been deemed slightly less dis-
ruptive but has also been less effective at achiev-
ing her goal of increased domestic manufacturing.
Chinese officials appear opposed to both plans,
calling the proposals “bullying” and suggesting
possible retaliation.

It is common for topics that are highly conten-
tious in Washington to be articulated delicately on
the campaign trail. In late August 2024, US Na-
tional Security Advisor Jake Sullivan met with
President Xi Jinping in Beijing. This was the first
visit by a US national security advisor in eight
years. Topics of conversation included military
communication strategies, Al safety, the Russo-
Ukrainian war, and the South China Sea. Both Xi
and Sullivan stated that they seek cooperation in-
stead of conflict by reducing the illicit drug move-
ment, repatriating undocumented migrants, and
addressing the climate crisis. Officials from both
countries are working to strengthen financial co-
operation as best as they can, but it will be inter-
esting to see how the election outcome will strain
or ease the relationship between the two.

Recommended Readings

Alexia Ferndandez Campbell, “Is NAFTA Over?”
The Atlantic (Jan. 26,2017).

Jason Scott and David Roman, “China Set to Push
Asia Trade Deal Harder After Trump Win,” Bloom-
berg (Nov. 15,2016).

Nelson D. Schwartz and Alan Rappeport, “Call to
Create Jobs, or Else, Tests Trump’s Sway,” The
New York Times (Jan. 23, 2017).
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NATO’s Future

B eijing has placed weapons on its artificial islands in
the South China Sea for the first time, as confirmed
in a Chinese Defense Ministry statement and by satel-
lite images made public by the Asia Maritime Transpar-
ency Initiative in December. In a report about the im-
ages, the Initiative said that the action shows China is
“serious about defense of its artificial islands in case of
an armed contingency in the South China Sea.”

That same month, China seized and subsequently
returned a United States Navy drone that had been
conducting operations in the sea. China also deployed
its sole aircraft carrier, the Liaoning, in naval training
exercises. The deployment set off alarm bells in Tai-
wan and Japan, who said warships were seen patrol-
ling off their coasts.

Many analysts saw the presence of the Liaoning as
a response to Donald Trump’s consistent anti-China
rhetoric. Tensions rose following the election, when
Trump accepted a congratulatory phone call from Tai-
wanese President Tsai Ing-wen. The call was unortho-
dox, seeming to undermine Beijing’s non-negotiable
One China principle, which considers China and Tai-
wan to be inseparable parts of a single “China.”

In his January confirmation hearing for secretary
of state, Rex Tillerson directly compared Chinese ac-
tions in the South China Sea to Russia’s annexation
of Crimea. He further suggested that the U.S. should
block Chinese access to its newly constructed islands.
Chinese state media responded forcefully, cautioning
that any such action would lead to “devastating con-
frontation”; official responses were more restrained.
In a report to the government in November, Chinese
academics said they expected continuity of U.S. policy
in terms of regional alliances and commitment to pro-
tecting freedom of navigation. But escalating rhetoric,
including statements by Press Secretary Sean Spicer,
is cause for concern in Beijing.
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Donald Trump’s promise (now-fulfilled) to with-
draw the U.S. from the Trans-Pacific Partnership
(TPP) may have provided incentive for Vietnam to of-
ficially engage with China in January. A high profile
delegation from Hanoi visited Beijing to speak with
President Xi Jinping. A resulting statement indicated
that both sides would attempt peaceful settlement
of claims in the South China Sea. Friendly feelings
were undermined by Japanese Prime Minister Shinzo
Abe’s visit to Vietnam just days later—part of a se-
ries of trips to neighboring countries seen as a play to
strengthen ties against Beijing’s increasingly aggres-
sive maritime actions.

Philippine President Rodrigo Duterte has been
moving to ease tensions with China, even as U.S.-
Philippines relations entered increasingly shaky ter-
ritory during the Obama administration. In January,
Philippine military chiefs said the country had de-
ferred plans to repair and upgrade features it occupies
in the South China Sea. Manila has insisted that it will
continue to observe a moratorium on construction in
the Spratlys that began while the International Tribu-
nal on the Law of the Sea was reviewing the Philip-
pines’ case against Beijing. Manila did file a diplo-
matic protest with China following the confirmation
of weapons emplacements in the Spratlys. One of the
affected islands falls within the Philippines’ Exclusive
Economic Zone (EEZ).

Recommended Readings

“China’s New Spratly Island Defenses,” Asia Mari-
time Transparency Initiative (Dec. 13,2016).

Michael Forsythe and Chris Buckley, “Taiwan Re-
sponds After China Sends Carrier to Taiwan Strait,”
The New York Times (Jan. 10, 2017).

Zeeshan Aleem, “Why Rex Tillerson’s comments on
the South China Sea have Chinese state media up in
arms,” Vox (Jan. 13,2017).
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Saudi Arabia in transition

n January 30, Saudi Arabia’s cabinet approved a

5% value-added tax applicable to certain goods. It
represents a step further away from the tax-free, sub-
sidized existence for citizens that has been central to
Saudi Arabia’s “ruling bargain.” The move comes as
Gulf governments look to raise revenues in the face of a
two-and-a-half year slump in the global price of crude.

Saudi Arabia’s deficit decreased to $79 billion in
2016, coming in under the year’s budget plan and
far below the record $98 billion deficit for 2015. The
2017 budget increases spending to encourage eco-
nomic growth. The deficit is still projected to shrink
due to increased emphasis on non-oil revenues as
well as higher oil prices. The new budget allocates
some 42 billion Saudi riyals for the National Trans-
formation Plan (NTP) in 2017, out of a total of 268
billion riyals through 2020. The NTP looks to create
more than 450,000 new non-governmental jobs and
to boost private sector contributions while slashing
public expenditures.

U.S.-Saudi relations had deteriorated under the
Obama administration. In early December, the U.S.
blocked a transfer of precision munitions to Saudi Ara-
bia in the Yemen conflict, citing concerns about poor
targeting and civilian casualties. The transfer was to
consist of guided munitions kits that would have up-
graded “dumb bombs” to more accurately hit targets.
The decision to block the transfer followed a blocked
sale of cluster munitions for similar reasons earlier in
2016.The U.S. reviewed its engagement in the Yemen
conflict after a Saudi airstrike hit a funeral in Sana‘a
in October.

U.S. support for the nuclear deal with Iran has par-
ticularly rankled Saudis, who see it as emblematic of a
U.S. shift toward Iran that began with the Arab uprisings
in 2011. Saudi Arabian Foreign Minister Adel al-Jubeir
expressed hope for the future of U.S.-Saudi relations
under President Trump. The president “has made it his
objective to rebuild traditional alliances or alliances with
traditional American allies, and this is something that we
also welcome,” he noted in a press conference in January.
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That same month, President Trump issued an exec-
utive order severely limiting immigrants and refugees
from seven predominantly Muslim countries. The ban
did not apply to Saudi Arabia, although it cited terror-
ism as its primary concern (fifteen of the nineteen 9/11
attackers were Saudi nationals). King Salman spoke
to President Trump by phone on January 29. A read-
out of the call released by the White House specified
that the king had agreed to support Trump’s proposed
safe zones in Syria and Yemen, in addition to “sup-
porting other ideas to help the many refugees who are
displaced by the ongoing conflicts.”

Recommended Readings

Ahmed Feteha and Zainab Fattah, “Main Features
of Saudi Arabia 2017 Budget, 2016 Performance,”
Bloomberg (Dec. 22,2016).

Declan Walsh, “In Face of Trump’s Order, Some Mus-
lim Nations Are Conspicuously Silent,” The New
York Times (Jan. 29, 2017).

William Maclean, “Glad to see Obama go, Gulf Ar-
abs expect Trump to counter Iran,” Reuters (Jan. 23,
2017).

Latin America’s political pendulum

atin America’s so-called “pink tide” is on the ebb.

It is replaced by a shift toward center-right gov-
ernments that represents an opportunity for renewed
U.S. engagement in the region. But domestic political
challenges in Latin America, as well as early signals
from the Trump administration, throw the potential for
improved ties into question.

At a Community of Latin American and Carib-
bean States (CELAC) summit in January, leaders con-
demned President Trump’s controversial border wall
with Mexico. In the short term, President Trump’s ex-
ecutive order to begin construction on the wall could
worsen bottlenecks of migrants at borders across the
region. The numbers fleeing Honduras, El Salvador
and Guatemala—the same groups that caused a major
crisis at the U.S. border in 2014 —are expected to in-
crease as migrants try to get ahead of stricter immigra-
tion controls.

Cubans are already backed up along the U.S. border
after President Obama’s repeal of the “wet foot, dry
foot” policy. The longstanding policy allowed Cubans
who arrived on U.S. shores to become permanent resi-
dents without visas.



President Trump has been critical of Cuba’s human
rights record and of Obama administration moves to
ease restrictions on the country. Still, Cubans remain
hopeful that Trump will renew their special immigra-
tion status. In his confirmation hearing, Secretary of
State Rex Tillerson said the president was preparing to
review recent Obama administration executive orders
on Cuba.

President Trump’s promised renegotiation or with-
drawal from the North American Free Trade Agree-
ment (NAFTA) could benefit Brazil, giving it the op-
portunity to forge new bilateral deals. The country’s
economy faces a steep uphill battle against a two-year
recession and a sweeping political corruption scandal.
In December, the Brazilian Senate passed a controver-
sial austerity package limiting public spending for the
next 20 years.

Venezuela remains embroiled in its own crisis, con-
tinuing to battle chronic shortages of basic supplies.
On January 16, the government belatedly issued new
banknotes in response to hyperinflation. Secretary of
State Tillerson has echoed the Obama administration’s
call for dialogue with Caracas. Socialist President
Nicolas Maduro said in January that Trump “won’t be
worse than Obama...In Latin America [Obama] will
be remembered for three coups.”

Secretary Tillerson has expressed a more contro-
versial view of U.S. policy toward Colombia. In his
confirmation hearing, Tillerson stated that he would
review the historic peace agreement between the gov-
ernment and FARC rebels, reached in November, be-
fore determining the appropriate level of U.S. support.
The Obama administration had promised financial aid
to bolster the deal, in addition to aid routinely given
via the Plan Colombia agreement. Colombia is the
United States’ closest ally in the region and a key part-
ner in the “war on drugs.”

If the U.S. closes the door on Latin America, China
is prepared to step in. Beijing already has bilateral free
trade agreements with Chile and Peru—two members
of the Trans-Pacific Partnership, from which President
Trump recently withdrew. China has plans to signifi-
cantly increase bilateral trade with Latin American
countries and increase the total investment stock value
by 150% in coming years. It has also begun ambitious
infrastructure projects in many Central and South
American countries.
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Jonathan Watts, “Can Latin America avoid the global
vortex in 20177 The Guardian (Dec. 31, 2016).

Mark Magnier, “China Charts Deeper Focus on Latin
America,” The Wall Street Journal (Nov. 25, 2016).

“Trump’s wall isn’t Latin America’s only problem,”
CNN (Jan. 26,2017).

Nuclear security

On January 26, the Bulletin of the Atomic Scien-
tists moved its Doomsday Clock—a symbolic
countdown to potential global catastrophe—30 sec-
onds closer to midnight, the closest it has been since
1953. The Bulletin justified the choice as reflecting
both nuclear and climate change concerns, “largely be-
cause of the statements of [President Donald Trump]”
as well as his actions, including his cabinet nominees.
The Bulletin also cited, among other issues, continued
nuclear weapons development in North Korea and
modernization in nuclear weapons states; uncertainty
about the future of the Iran nuclear deal; tensions be-
tween India and Pakistan; and reduced prospects for
future nuclear arms reduction negotiations between
the U.S. and Russia in a context of deteriorating rela-
tions.

President Donald Trump has sent conflicting sig-
nals about his administration’s potential nuclear pol-
icy since his time on the campaign trail. In December,
then-President-elect Trump sparked confusion when
he appeared to condone a global nuclear arms race.
This was apparently in response to a speech by Rus-
sian President Vladimir Putin to military leadership, in
which Putin promised to strengthen Russia’s nuclear
missiles. In a Twitter post on December 22, Trump
stated that the U.S. should greatly “expand its nuclear
capability.” He then told an MSNBC interviewer, “Let
it be an arms race.” In an interview the next month
with The Times of London, he said he would be willing
to barter an end to sanctions imposed after Moscow’s
annexation of Crimea in exchange for a nuclear reduc-
tion deal.

Concerns have been raised about the possibility
that the Trump administration might pressure Energy
Secretary Rick Perry to resume underground testing as
part of the U.S. program to safeguard its atomic
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stockpile. Since 1998, when India and Pakistan
invited global ire by conducting such tests, no coun-
try, with the exception of North Korea, has performed
them.

On January 31, U.S. officials confirmed that Iran
had conducted its first test-fire of a ballistic missile
since President Trump took office. The launch may
provide a litmus test for how the U.S. will handle
the terms of the Joint Comprehensive Plan of Ac-
tion (JCPOA, or the Iran deal) going forward. White
House National Security Adviser Michael Flynn said
in response that the U.S. was putting Iran “on notice,”
a statement which President Trump echoed on Twitter.
The contours of that position remain unclear.

Trump has frequently threatened to dismantle the
JCPOA. Defense Secretary Jim Mattis indicated in his
confirmation hearing that the U.S. should continue to
adhere to the deal. Reflecting on the first anniversary
of the JCPOA in January, Iranian President Hassan
Rouhani emphasized that its renegotiation was “out
of the question,” chiefly because it is a multilateral
agreement. A statement issued by the Obama White
House on the occasion likewise emphasized the multi-
lateral nature of the deal.

On January 1, North Korea announced that it was
preparing for its first ever flight test of an Interconti-
nental Ballistic Missile (ICBM). In a phone call with
South Korean Acting President Hwang Kyo-ahn later
that month, President Trump allayed some of the fears
sown during his campaign, including the suggestion
that South Korea was not making adequate finan-
cial contributions to help maintain the nearly 30,000
American troops stationed there. President Trump as-
sured Acting President Hwang that the U.S. remains
committed to South Korea’s defense.

The leaders agreed to strengthen joint defense capa-
bilities against North Korea and expressed the impor-
tance of action to deter the North’s nuclear weapons
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development program. Secretary Mattis visits South
Korea in early February, where a central focus will
be continued U.S. commitment to the deployment
of the Terminal High Altitude Area Defense system
(THAAD).

Recommended Readings

Ali Vaez, “Trump’s Iran Deal Options,” Foreign Af-
fairs (Jan. 23, 2017).

Lawrence M. Krauss and David Titley, “Thanks to
Trump, the Doomsday Clock Advances Toward Mid-
night,” The New York Times (Jan. 26, 2017).

Steven Pifer and Alicia Sanders-Zakre, “The vice
president’s farewell on nuclear security,” Brookings
(Jan. 17,2017).



