Appendix 1: Evaluative Framework

Introduction

The 2022 U.S. National Security Strategy identifies the People’s Republic of China (hereon
China) as our “only competitor with both the intent reshape the international order and
. . . the economic, diplomatic, military, and technological power to do it.”' A core tenet of
Washington’s strategy to compete with China is by aligning our efforts “with our network of
allies and partners” to out-compete China in “technological, economic, political, military,

intelligence, and global governance domains.”

While the United States maintains a broad network of treaty allies and partners and expects
them to support its approach to strategic competition with China, Washington’s specific
expectations—across economic, technological, security, and diplomatic domains—are
loosely defined, but can be identified from official statements across both the Biden and
Trump administrations. This appendix provides further detail on these expectations in each
of the eight categories under evaluation, with a few illustrative examples from primary

documents.

Reinforce Critical Goods Supply Chains Through Friendshoring

The United States expects its allies to support its efforts to reinforce its supply chains of critical
goods—especially critical minerals and microprocessors—in order to reduce its reliance on
supply from China. As Biden’s treasury secretary Janet Yellen explained in 2023: “We are
also pursuing a strategy called “friendshoring” that is aimed at mitigating vulnerabilities that
can lead to supply disruptions. We are creating redundancies in our critical supply chains

with the large number of trading partners that we can count on.” Similarly, Trump’s current
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Secretary of State Marco Rubio insisted in his nomination hearing that “We have to make
sure that the United States is not reliant on any single other nation for any of our critical
supply chains.”

Reinforce Semiconductor Manufacturing Supply Chains

Semiconductors are vital to American innovation and national defense, and disruptions in
the supply chain have led to serious consequences. For instance, the COVID-19 pandemic
triggered a semiconductor shortage that is estimated to have cost the U.S. economy $240
billion in 2021.4

Although China entered the market later, it already is a global leader in OSAT, is increasing
its global fab and fabless market share, and remains a key supplier for chip manufacturing
materials. Meanwhile, the United States represented eight percent of the semiconductor
fabrication market in 2024, and building an additional advanced semiconductor fab can
cost upwards of $20-$30 billion.’ The high costs of production and China’s exponential rise
make cost-sharing and leveraging our allies’ existing strengths in advanced and legacy chip
production especially important.

To counter Chinas growing share in the semiconductor market, the United States is
working with its allies to maintain their positions within manufacturing supply chains for
high-end chips and shift U.S. supplies of legacy chips away from China. The United States
expects its allies to expand their capabilities across the global production supply chain for
both legacy and leading-edge chips including: research and development, input materials,
equipment and components, fabrication facilities and OSAT, and work with U.S. bilateral
or multilateral chip initiatives. An ally will be more important for the United States if it
possesses the capacity to contribute meaningfully to moving areas of the global supply chain
for semiconductors from adversarial to friendly shores.

Increase Critical Minerals Supply Chains Resiliency

Critical minerals underpin key industrial sectors in the United States, such as semiconductors,
batteries, magnets, and defense systems manufacturing.® China currently dominates the
critical minerals market through its control of over 90 percent of global rare earth element
(REE) processing and over half of cobalt, nickel, and lithium processing.” This is especially
dangerous for the United States as almost three-quarters of the United States’ critical mineral
imports are from China.?

In the critical minerals supply chain, the United States needs to diversify its sources of
critical minerals and REEs. The United States expects its allies to mine domestic reserves
if they possess any, increase allied-owned, high-volume mining production, and increasing
processing and refining capabilities.



Limit China’s Access to Advanced Technology

Denying China access to advanced U.S. chipmaking and other potential dual-use
technologies has been central to U.S. strategic competition with China—although at the time
of publication the Trump administration has wavered and could reverse course. According
to Biden’s National Security Advisor Jake Sullivan, “The United States will continue to take
necessary action to prevent advanced U.S. technologies from being used to undermine our
national security without unduly limiting trade or investment.” Although the U.S. remains
in the lead in “force multiplier” fields such as semiconductors, Al, and quantum information
systems, China has poured considerable resources into its technology sector and has achieved
significant milestones amidst U.S. export restrictions.'® In general, the United States expects
its allies to comply with U.S. advanced technology export controls, restrict partnerships
with Chinese institutions, deny Chinese investments into domestic innovation, and shift

advanced technology manufacturing out of China.

Restrict FDI into China

Recognizing the potential for Chinese developments in advanced technologies that could
be integrated into military applications, the United States has moved to curb investments
that would aid China’s indigenous technological innovation. This was especially the case
in the later years of the Biden administration, which responded to considerable pressure
from Republicans on the Hill who wanted to see U.S. venture capital cut off in advanced
high-tech sectors, because they feared that it might result in unwanted technology transfer
that would advantage China and erode the U.S. competitive edge. The United States thus
increasingly expects its allies to restrict Foreign Direct Investment (FDI) supporting Chinese

technology firms, research, or joint technology ventures.

Provide Basing, Logistics, and Strike Capabilities for Taiwan

The U.S. military now sees a Taiwan contingency as the pacing scenario for modernizing
capabilities, updating force posture, and developing new operational concepts.'" Allied
military capabilities in the Indo-Pacific serve various needs, but as the importance of deterrence
across the Taiwan Strait has increased, so has the importance of allied contributions to that
challenge. Trump and Biden have accordingly pushed allies to increase their capability to

support U.S. cross-strait dCtCl‘I‘CHCC.

In a Taiwan scenario, the United States would require sufficient basing, logistics, and strike
capabilities, including from allies. With China’s natural geographical proximity to Taiwan,
the United States is dependent on in-theater basing for timely deployment of military
equipment, refueling, and coordinating other logistics. Improving interoperability with allies

through joint exercises is especially important to improve resilience against targeting of key
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information and command mission areas. The United States thus expects its allies to provide
access should the need arise. It also looks to allies to provide logistic support to fill gaps in
intelligence collection, electronic countermeasures, intra-theater lift capabilities, facilities for
refueling and maintenance and other areas.

Co-Develop Military Technology with the United States

The United States has long looked to allies for cooperative development of certain military
technologies—increasingly with China in mind. The Biden administration’s National
Defense Strategy made this explicit, but the Trump administration has also pursued joint
production and development arrangements. Often these arrangements offer considerable
benefit to allies, as discussed in the main body of this report, but they can also be crucial to
the United States in key areas such as shipbuilding, where the U.S. defense industrial base is
constrained—and will remain so for several years.

Actively Participate and Cooperate with the United States within
International Organizations and Global Governance

As a leading advocate for an open international system, the United States has played a
preeminent role in the development of the world’s multilateral institutions.'” Recognizing
the legitimacy conferred within international institutions, China has worked to increase its
influence through financial contributions, strategic staffing placements, lobbying existing
leadership, and creating alternative international bodies. Accordingly, the United States
expects its allies to assist its aims in international organizations through providing funding,
supporting U.S. agenda items, and working with the United States on the creation of
multilateral bodies. The importance of these institutions, especially in an Asian context,
is growing as Chinas power there increases. Allies are expected to support common aims
in ensuring that the institutions serve their functions as forums for peaceful international
diplomacy, commerce, and other common needs.

Estimation of Influence in the Global South

In 2018, Trump’s first term vice president Michael Pence noted that he was “pleased to
report that we're streamlining international development and finance programs. We'll be
giving foreign nations a just and transparent alternative to China’s debt-trap diplomacy.”"?
As discussed at other points in this report, the question of influence is challenging. Among
the factors examined herein, the importance of Global South influence to the United States’
China strategy is probably the most debated. We have included this category nevertheless
on the grounds that to omit it would risk missing an important piece of the picture of U.S.-
China competition.



Appendix 2: FDI Screening Regimes

Ally Inbound FDI Screening  Outbound FDI Screening
Australia
Japan Limited

The Philippines

South Korea

France

Germany

United Kingdom

European Union Limited

Key
Yes Screening regime in place in this country
Limited This country has limited outbound screening or is planning a screening regime

=
o

This country has no regime in place and limited or no plans to implement one
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Ally

Inbound FDI Screening

Outbound FDI Screening

Australia

Australia’s Foreign Acquisitions and
Takeovers Act 1975, which requires foreign
investors to notify the Treasurer of proposed
investments that meet certain thresholds.
The Treasurer has the authority to review and
approve, impose conditions on, or prohibit
transactions if they are found to be contrary
to the national interest or national security."

Australia does not currently have a
developed national security screening
regime for outbound foreign direct
investments. The 2024 Defence Trade
Controls Amendment Act and the Defence
Trade Legislation Amendment Regulations
focuses on increasing export controls on
“goods and technologies,” but not FDI. ®

Japan

As of 2025, Japan has significantly tightened
its FDI screening under the Foreign Exchange
and Foreign Trade Act (FEFTA). Foreign
investors are required to notify and, in many
cases, obtain prior approval for investments
in certain sensitive sectors, especially those
related to national security and critical
technology, including semiconductors,
storage batteries, natural gas, metal 3D
printers, machine tools and robots, fertilizers,
permanent magnets, marine equipment, and
metal and mineral products.

Japan has a very limited outbound FDI
screening regime that requires prior
notification for individuals or firms involved
in weapons, narcotics or leather goods.”
There has been no public discussion or
legislation that would increase notification,
reviews or the list of screened sectors.

Phillippines

The Philippines has an inbound FDI screening
mechanism through the Amended Public
Service Act and Republic Act No. 11647, which
empowers the president of the Philippines

to suspend or prohibit foreign investments in
certain “public services” such as domestic
shipping, railways, airlines, power, water,

oil, and telecommunications, as well as in
“strategic industries” like defense, cyber
infrastructure, and pipelines. ®

The Philippines does not have an outbound
FDI screening, and there has been no
public discussion on legislation to do so.

South Korea

South Korea'’s Foreign Investment Promotion
Act (FIPA) screens inbound investments in
National “High-Tech Strategic Technologies.”
Foreign investors must notify or seek
approval for investments, especially if

they involve the acquisition of control or
significant shareholdings (e.g., 50 percent

or more) in companies with national core
technologies, including those supported by
government R&D. The government can review
investments deemed of potential national
security risk. "

South Korea has an outbound investment
screening mechanism through Act on
Prevention of Divulgence and Protection
of Industrial Technology (APDPIT). This

act authorizes the Industrial Technology
Protection Committee (ITPC) to block
outbound investments under the “national
core technology” list, or technologies
developed using government research or
funding. 2




France is among the least restrictive
countries for foreign investment. With a few
exceptions in certain specified sectors, there
are no statutory limits on foreign ownership
of companies. #

France screens inbound FDI in sensitive
sectors include those linked to national
defense, critical infrastructure (energy,
transport, water, communications), security
services, research and development in
critical technologies (such as cybersecurity,

France does not have an outbound
FDI screening regime and as of writing
appears to have no domestic plans to
implement one.

France Al, semiconductors, biotechnologies).
It applies if three conditions are met: the
investor qualifies as foreign, the investment
involves acquiring control or at least 10
percent of a French entity’s share capital
(for listed companies), and the target entity
operates in sensitive activities or sectors.
The screening process has two phases: an
initial month-long review and, if needed, a
more detailed review lasting up to forty-five
additional business days.?
Germany’s Foreign Trade and Payments Germany does not have an outbound FDI
Law (AuBenwirtschaftsgesetz) and the screening regime, and the government has
Foreign Trade and Payments Ordinance not publicly discussed plans to implement
(AWV) includes a sector-specific screening one. There has been some speculation that
for acquisitions in defense and IT security outbound FDI screening could be a part
sectors, and a broader cross-sector of a forthcoming new German Investment
screening for other sectors. Control Act (ICA) (Investitionsprifgesetz)

that adopts the nonbinding EU
Germany recommendations, but no concrete

Foreign investors acquiring control of at

least 10 percent in companies active in
defense or IT security must notify the Federal
Ministry for Economic Affairs and Climate
Action (BMWK) for review. For other sectors,
non-EU/EEA investors acquiring at least 25
percent voting rights can be screened. 2

legislation has been enacted.

United Kingdom

The National Security and Investment

Act 2021 (NSIA) applies to both UK

and foreign investors, with mandatory
notification required for acquisitions in 17
sensitive sectors (e.g., defense, Al, critical
technologies), requiring government approval
before completion.

The government can “call in” transactions for
review up to five years after completion, or
six months if the transaction is already known
to authorities. %

NSIA also applies to outbound investments
by UK persons if the acquisition involves a
foreign entity or asset that has a relevant
UK connection. This includes situations
where the acquired foreign entity carries
on activities in the UK or supplies goods or
services to the UK, or where the acquired
asset outside the UK is used in connection
with activities or supply in the UK. 2
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European
Union

The EU’s FDI Screening Regulation (Regulation
(EV) 2019/452) requires member states to
establish screening mechanisms for foreign
investments affecting security or public order
into the EU. #

A major reform was adopted by the European
Parliament in May 2025 to harmonize and
expand national screening regimes by which
mandatory for all EU member states to have
FDI screening mechanisms in place with a
harmonized minimum set of sensitive sectors
subject to mandatory filing and clearance.?

The European Union does not currently
have a formal, mandatory outbound FDI
screening regime. However, the EU is
actively exploring future outbound controls
across member states.

In January 2025, the European Commission
issued a nonbinding Recommendation

(EU 2025/63) advising EU Member

States to review and monitor outbound
investments by EU-based companies

into third countries, specifically focusing
on sensitive technology sectors such as
semiconductors, artificial intelligence,

and quantum technologies. The
Recommendation asks Member States

to gather information on outbound
investments made from January 2021 to
June 2026, covering acquisitions, mergers,
greenfield investments, joint ventures,
venture capital, and transfers of certain
tangible and intangible assets including
intellectual property.?”




Appendix 3: Critical Minerals
Assessment Framework

Batteries

The production of advanced battery technologies for electrical vehicles, grid storage, drones,

consumer electronics and tactical electronics require the following critical minerals:*

e Lithium (Li): acts as the charge carrier that moves between the anode and cathode

during charging and discharging.
*  Graphite (Gr): serves as the anode (negative electrode) material in lithium-ion batteries.

* Cobalt (Co): used in the cathode (positive electrode) of many lithium-ion batteries,
especially in nickel-manganese-cobalt (NMC) and lithium-cobalt oxide (LCO)

chemistries 3!

* Manganese Sulfate (MnSO,): a cathode component, commonly used in combination

with nickel and cobalt in NMC batteries.

* Nickel Sulfate (NiSO,(H,0)): cathode material, especially in NMC and NCA

(nickel-cobalt-aluminum) batteries.*
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Magnets

Rare earth permanent magnets are used across a wide variety of arms, including fighter

aircraft and missile guidance systems, and for electric vehicles and offshore wind turbines.”

Critical minerals used in production include:

Neodymium (Nd): core component in neodymium magnets (NdFeB), the strongest
commercially available permanent magnets, used in electric vehicle motors, wind

turbines, electronics for their compact size and performance.®

Praseodymium (Pr): used as a partial substitute for neodymium in NdFeB magnets
to reduce costs and avoid the need for separation, while maintaining similar magnetic
properties.®

Dysprosium (Dy): used as an additive to improve neodymium-iron-boron (neo)

resistance to demagnetization and high temperature performance.’

Samarium (Sm): sssential element in samarium-cobalt (SmCo) magnets for thermal

stability and corrosion resistance, such as aerospace, military, and high-speed motors.”

Cobalt (Co): key alloying element in both samarium-cobalt magnets and, in smaller
amounts, as an additive in neodymium magnets.*

Advanced Semiconductors (Chips)

While many critical minerals are used in the production of silicon-based semiconductors,

we have chosen the four below which have been assessed to be important for industrial

production, have no readily available substitutes, and the U.S. supply is reliant on imports

from foreign adversaries.*

Gallium (Ga): used for high performance compound semiconductors, especially gallium

arsenide (GaAs) and gallium nitride (GaN).*
Germanium (Ge): used for high-speed transistors in computer processors, infrared
detectors, communication systems, and radar systems requiring a high electron mobility

material. Also used for fiber-optic cables.

Palladium (Pd): used for plating in connectors and contacts due to its excellent

conductivity and resistance to corrosion.*!

Silicon (Si): primary element in semiconductors.



Arms Production

The U.S. defense industrial base relies on a wide range of critical minerals to sustain arms
production. We have focused on the five below due to U.S. dependence on foreign sources
or being designated by NATO as being of key importance.*?

*  Yttrium (Y): used for stabilized ceramics in aircraft engines, radar systems and high-
strength alloys.*

* Tantalum (Ta): fighter aircraft engines, missiles, artillery, armor piercing munitions

e Beryllium (Be): satellite optics, targeting sensors, inertial navigation, gyroscopes, and
missile seekers due to their stiffness, light weight, and heat conductivity.*

e Tungsten (W): kinetic penetrators, missile stabilization systems, drone-dropped
g p Y PP

munitions, and hypersonic systems.®

e Titanium (Ti): wide-ranging applications including aerospace structures, body and
vehicle armor, and missiles.

* Antimony (Sb): used in munitions, electronics, and military-grade batteries.

* Platinum (Pt): used in electronics, sensors, and catalysts.

1
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