Fact or Fiction - US Tariffs Backfire
U.S. export controls on advanced AI chips (Oct. 2022) aimed to hobble China, but instead catalyzed a rapid, parallel Chinese semiconductor stack. Nvidia—once ~20–25% China-exposed—now assumes zero China revenue, while Chinese giants (Huawei, Baidu, Alibaba) vertically integrate silicon-to-cloud, claiming 30–40% cost savings via co-designed hardware/software and domestic fab/packaging. The result is accelerating “de-Nvidification,” hyperscale deployments (e.g., Baidu’s 30,000-card Kunlun cluster), and the prospect of durable ecosystem bifurcation.
Why it backfired:
· Higher costs at home: U.S. firms lose a major market; domestic buyers face tighter supply and pricier compute.
· Forced innovation abroad: Controls removed the option to stay on Nvidia, pushing China to rapidly increase funding for producing it's own chips, frameworks, and fabs.
· Strategic lock-in: Vertical integration compounded performance and created cost advantages.
· Market reorientation: China expanded it's domestic production and cultivated alternative suppliers and export regimes.
“We are 100% out of China… whatever policy we implemented caused America to lose one of the largest markets… to 0%.” — Jensen Huang, Nvidia CEO


