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Today, leaders of global TMT companies face complex business and geopolitical challenges, as 
well as an evolving regulatory environment that is impacting everything from corporate strategy, 
technology innovation, to customer and supply chain management. 

Looking ahead in 2021, we identify five themes impacting the Chinese TMT industry: the rise of 
U.S. China techno-nationalism, increased regulatory pressure on Big Tech around anti-monopoly 
and data privacy issues, “ The New Normal,” focus on digital transformation and technology 
infrastructure buildout, and ESG as an urgent business imperative. 
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THEME ONE:  
U.S.-China techno-nationalism and the decoupling of innovation

THEME FOUR:
Digital transformation and technology infrastructure buildout
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Tightening scrutiny of big tech around anti-monopoly & data practices 
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U.S.-China techno-nationalism and the 
decoupling of innovation 

The rise of U.S.-China techno-nationalism presents a 
growing set of complex risks to TMT companies seeking 
to operate across the world’s two largest markets,  
and is set to further escalate in the years to come. 

For TMT companies, the risks are especially acute 
– in addition to the entity list and others, the U.S. 
Department of Commerce put new rules into effect  
in March, 2021, empowering the Secretary of 
Commerce to prohibit virtually any technology industry 
transaction that involves “foreign adversaries” or poses 
an undue risk to U.S. national security. TMT companies 
are especially vulnerable given the complexity of their 
supply chains, as well as the wide range of applications 
for their products – any computer hardware, software  
or components may easily fall afoul of restrictions. 

Technonationalist restrictions also create separate 
spheres of innovation, increasing the cost of bringing 
new products to market. At the macro level, this includes 
restrictions on access to funding and R&D resources, 
restrictions on mobility, challenges to protecting 
intellectual property, forced technology transfers 
and more, exerting a chilling effect on international 
collaboration. At the micro level there are growing 
restrictions on cross-border data flow. Diverging 
regulations are ‘balkanizing’ data, forcing companies  
to firewall their operations in different locales. 

Both the U.S. and China are increasingly scrutinizing 
foreign investment, with particular focus on the TMT 
sector. Some U.S. executive orders of 2020 and 2021 
focus on Chinese apps (e.g. Alipay, WeChat and TikTok) 
and the U.S. Trade Representative’s 301 reports are 
skeptical of Chinese companies taking VC investment 
to participate in the U.S. tech sector. 

China has also revamped its national security  
review of foreign investment, with a new CFIUS-style 
mechanism to assess cross-border technology 
transactions. The reform significantly expands the 
number of sectors subject to review and lowers the 
thresholds for triggering one, requiring it for any 
investment that could be deemed to expose critical 
technology to foreign hands. The definitions of “foreign 
controlled” and “critical” remain ambiguous, allowing 
authorities wide discretion in enforcement.

Addressing these risks effectively, will be critical 
in determining the success of TMT companies in 
the years to come. Maintaining a keen awareness 
of the rapidly shifting landscape and enhancing 
strategic communications and engagement with key 
stakeholders should be a pillar of any firm’s response.
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