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Trade Actions Between the U.S. and China: Tariffs, Export Licenses, and
Implications for Industry

On April 2", 2025, President Trump signed Executive Order 14257, triggering a volatile market
response and swift retaliation from the People’s Republic of China (PRC)®. The PRC banned exports of
rare earth minerals and specialty magnets critical to U.S. national security and the Defense Industrial
Base (DIB), while also extending restrictions to U.S. allies including Germany and Japan. Additionally,
China’s Ministry of Commerce announced a prohibition on collaboration with U.S. companies,
particularly those in the defense sector. Although the Department of Defense (DoD) has long
acknowledged the dependence on China’s critical mineral production, recent actions have intensified the
need for a cogent response. This memo outlines the background of these developments and explores
solutions to strengthen U.S. supply chain security.

Executive Order 14257

Executive Order 142572, “Regulating Imports with a Reciprocal Tariff to Rectify Trade Practices that
Contribute to Large and Persistent Annual Trade Deficits”, constitutes the most recent round of broad
ranging tariffs enacted by the second Trump administration intended to lower U.S. trade deficits. The
result of a series of federal investigations that began on January 20", 2025, EO 14257 established a 10%
baseline ad valorem duty on imports from all U.S. trade partners and increased existing tariffs on the
PRC from 20% to 54% or more. Since April 2", EO 14257 has been amended, and a 90-day pause on
implementation has been put in place on reciprocal tariffs. 10% tariffs on all trading partners, as well as
earlier 25% tariffs on steel and aluminum, auto parts and cars, and any nation that imports Venezuelan
oil (enactment pending) remain in place. The PRC has been excluded from this pause, and U.S. tariffs on
the PRC have risen from 54% to 145%.

Global Response to U.S. Tariffs

The implementation of Executive Order 14257 triggered stockpile volatility and global market shocks,
prompting several countries to raise tariffs on U.S. goods. The Trump administration urged nations to
engage in talks for fairer trade relations, threatening penalties for any retaliation. While reciprocal tariffs
were paused as of April 9th, stabilizing markets, the outlook remains uncertain with ongoing costs, risks,
and long-term challenges. Unlike many U.S. trade partners affected by the now-stalled reciprocal tariffs,
the PRC has expressed displeasure over U.S. tariffs and ultimately responded with a 125% levy on all
U.S. goods.

PRC and Rare Earth Metals

The PRC recently moved to impose new export controls on seven rare earth minerals® and rare earth
permanent magnets, which are essential for advanced commercial technologies and defense applications.
China is the world’s leading producer of both rare earth metals and permanent magnets, with more than
90% of global production of some rare earth items. Industries including auto manufacturing, aerospace
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manufacturing, semiconductor production, and defense production now face component shortages of
critical materials®. Specifically, these supplies are critical to produce electric motors and other critical
components of electric vehicles, drones, robots, missiles, and spacecraft.

This development spells uncertainty for a significant number of global markets as companies and
countries turn to finite resources conserved in stockpiles. Even with such reserves—many of which are
extremely shallow, the lack of a long-term solution in the face of the PRC’s export ban has the potential
for considerable economic, industrial, and technological pains in U.S. markets and around the world.

Impacts on U.S. National Security and Defense Production
1. The REE ban will have high impacts on naval shipbuilding and aerospace industries®.
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a. U.S. supply chains are dependent on REE imports, with over 70% of rare earths imports®
originating from the PRC. Until 2023, China produced 99% of the global supply of
HREEs, alongside 90% of annual production of rare earth magnets.
b. Current REE stockpiles are vulnerable to additional restrictions, potentially causing
longer-term price and supply fluctuations.
c. Many substitutes and current alternatives are less effective than REE based counterparts.
3. Proposals have been made to stockpile deep-sea metals®, strengthen allied supply chains, and
fast-track research into alternatives. Even if successful — and none of them have strong track
records of success — none are capable of near-term impact on commercial supply chains.

JAG Way Forward
American industry will need to invest in sustainable sources for rare earth materials, focusing primarily
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on domestic facilities. There are existing sources for rare earth minerals, oxides and chlorides, fluorides,
alloys, and magnets: all of these should be part of near-term and long-term solutions for the U.S. supply
chain. As the situation continues to develop, new entrants to the market should also be considered as
partners by the government and U.S. industry to develop resilience.

Due to ongoing disruptions in the global trade environment, particularly export restrictions targeting
critical materials, we urge companies to conduct a comprehensive assessment of their supply chains,
with a focus on projects affected by both tariffs and potential critical minerals restrictions. Defense
suppliers, in particular, should already be moving to find non-Chinese sources of supply for rare earth
materials prior to January 1, 2027.°

J.A. Green & Co. is closely monitoring the situation and prospective actions from the Trump
Administration, while assessing potential defense industrial base impacts and opportunities. We will alert
you to any major developments; in the meantime, please feel free to reach out to any questions.
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