What are the geopolitical and economic consequences
of Nvidia restricting Al chip exports to China?

April 23, 2026 | SnugLab Research | readme.snuglab.com

Executive Summary

The research indicates that while U.S. restrictions on Nvidia Al chip exports to China may
create short-term impediments to China's advanced Al capabilities, these measures also
incur significant economic costs for U.S. industry and accelerate China's pursuit of
domestic alternatives and system-level innovations, potentially posing a greater long-term
threat to U.S. economic and technological leadership [1, 16]. The policy aims to preserve
U.S. technological superiority by limiting China's access to advanced Al computing
power, but it simultaneously incentivizes China's state-led drive toward semiconductor
self-sufficiency and architectural innovations [1, 3, 16].

Key Findings

Economic Impact on U.S. Semiconductor Industry

Nvidia's export restrictions have inflicted quantifiable economic damage on U.S.
semiconductor companies. Nvidia reported a $5.5 billion write-down on unsold H20
inventory, while AMD anticipated potential charges of up to $800 million [9, 12].
Historically, China accounted for 20% to 25% of Nvidia's revenue [9]. Across all affected
U.S. suppliers, export controls led to total losses exceeding $100 billion in market
capitalization, with the average affected U.S. supplier experiencing an $857 million loss
[6, 15]. These companies also saw declines in revenues, profitability, and employment [6,
15]. A 2025 agreement requires Nvidia and AMD to remit 15% of revenues from Chinese
sales of advanced Al chips to the U.S. government in exchange for export licenses, in
addition to a 25% tariff on H200 chips exported to China [10, 14].

Acceleration of China's Domestic Al Chip Development and Innovation

U.S. export controls have acted as a powerful catalyst for China's state-led drive toward
semiconductor self-sufficiency [4, 13]. China allocated $150 billion to semiconductor



development between 2015 and 2025 [11]. While China's industrial policy aimed for 70%
domestic chip production by 2025 [11], its self-sufficiency fell short of this target [18].
However, China now targets 80% chip self-sufficiency by 2030, with plans for domestic
7nm lines and stable 14nm production [17, 19].

These restrictions have incentivized architectural innovations in China, such as rack-scale
systems, which allow Chinese firms to achieve functional parity despite hardware
limitations [1, 20]. Huawei's Ascend series, including the Ascend 910B, 920, and 950PR,
has emerged as a domestic alternative to Nvidia's chips, with some reports indicating it
can outperform Nvidia's restricted H20 chips in certain performance benchmarks [21, 22,
23]. For example, DeepSeek, a Chinese firm, trained its V3 model using 2,048 Nvidia
H800 GPUs at an estimated training cost of $5.576 million [2].

Geopolitical Implications and Enforcement Challenges

The primary geopolitical objective of Nvidia's export restrictions is to preserve U.S.
technological leadership by directly impeding China's access to advanced Al computing
power, thereby slowing its ability to develop advanced Al for both commercial and military
applications [1, 7]. However, the effectiveness of these controls is debated, with some
characterizing the policy as strategically incoherent and difficult to enforce [5].

Enforcement gaps exist, with authorities prosecuting cases involving the illicit shipment of
over 400 Nvidia A100 GPUs to China via Malaysia and Thailand [12]. Chinese entities
also use cloud computing services to bypass hardware restrictions [4, 8, 12]. The U.S.
has adjusted its export regulations, allowing the export of chips with a total processing
performance (TPP) of less than 21,000 or a total DRAM bandwidth of less than 6,500
GB/s [5].

Implications

The restrictions on Nvidia Al chip exports to China carry significant long-term implications
for global technology competition and economic structures. While the U.S. aims to
maintain its technological advantage, the economic weakening of its semiconductor
industry due to reduced market access could erode the capital and market scale
necessary for future innovation and research and development [1]. This could undermine
the very foundation of U.S. technological advantage.



Simultaneously, China's accelerated drive for self-sufficiency and its focus on
system-level innovations are fostering a bifurcated global market [1]. This bifurcation
could lead to two distinct Al ecosystems, potentially diminishing the global market share
for U.S. technology and creating a more competitive landscape where China's domestic
solutions gain traction [1, 16]. Furthermore, China's significant control over critical rare
earth minerals, accounting for 60% of global extraction and 85% of processing [4], could
provide it with leverage in future technological competition.

Limitations and Caveats

The assessment of geopolitical and economic consequences involves future predictions
and complex, dynamic interactions, leading to genuine debate on how to interpret the
evidence [1]. Direct quantitative data for the specific impact on "country=China;
entity=Nvidia Al chips" is limited, requiring some reliance on analogous evidence from the
broader semiconductor sector. The long-term effectiveness of export controls in slowing
China's advanced Al capabilities against a determined national effort remains an area of
ongoing uncertainty.

Sources

[1] [peer-reviewed] Articles - pmc.ncbi.nlm.nih.gov - AUTHORS UNAVAILABLE -
https://pmc.ncbi.nlm.nih.gov/articles/PMC12469107/

[2] [edu] Taking Stock Deepseek Shock - cyber.fsi.stanford.edu -
https://cyber.fsi.stanford.edu/publication/taking-stock-deepseek-shock

[3] [edu] How Us Trade Sanctions Fueled Chinas Innovation Surge - library.hbs.edu -
https://www.library.hbs.edu/working-knowledge/how-us-trade-sanctions-fueled-chinas-innovation-surge
[4] Breaking The Circuit Us China Semiconductor Controls - fpri.org -
https://www.fpri.org/article/2024/09/breaking-the-circuit-us-china-semiconductor-controls/

[5] New Ai Chip Export Policy China Strategically Incoherent And - cfr.org -
https://www.cfr.org/articles/new-ai-chip-export-policy-china-strategically-incoherent-and-unenforceable
[6] Sr1096.Pd - newyorkfed.org -
https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr1096.pd

[7] Exporting Nvidia Chipa Is Bad For Us - ai-frontiers.org -
https://ai-frontiers.org/articles/exporting-nvidia-chipa-is-bad-for-us

[8] The H20 Problem - ifp.org - https://ifp.org/the-h20-problem/

[9] Marketminute 2025 9 17 Nvidia Caught In Geopolitical Crossfi - markets.financialcontent.com -
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-nvidia-caught-in-geopolitical-cr
ossfire-china-tensions-threaten-semiconductor-giants-future-growth

[10] Can Nvidia And Amd Balance Profit And Politics In Chinas Ai - investing.com -
https://www.investing.com/analysis/can-nvidia-and-amd-balance-profit-and-politics-in-chinas-ai-chip-market
-200665093

[11] [blog] The Chip War Us Vs China Semiconductor Production Stats In 2 - patentpc.com -

Page 3


https://pmc.ncbi.nlm.nih.gov/articles/PMC12469107/
https://cyber.fsi.stanford.edu/publication/taking-stock-deepseek-shock
https://www.library.hbs.edu/working-knowledge/how-us-trade-sanctions-fueled-chinas-innovation-surge
https://www.fpri.org/article/2024/09/breaking-the-circuit-us-china-semiconductor-controls/
https://www.cfr.org/articles/new-ai-chip-export-policy-china-strategically-incoherent-and-unenforceable
https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr1096.pd
https://ai-frontiers.org/articles/exporting-nvidia-chipa-is-bad-for-us
https://ifp.org/the-h20-problem/
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-nvidia-caught-in-geopolitical-crossfire-china-tensions-threaten-semiconductor-giants-future-growth
https://markets.financialcontent.com/stocks/article/marketminute-2025-9-17-nvidia-caught-in-geopolitical-crossfire-china-tensions-threaten-semiconductor-giants-future-growth
https://www.investing.com/analysis/can-nvidia-and-amd-balance-profit-and-politics-in-chinas-ai-chip-market-200665093
https://www.investing.com/analysis/can-nvidia-and-amd-balance-profit-and-politics-in-chinas-ai-chip-market-200665093

https://patentpc.com/blog/the-chip-war-us-vs-china-semiconductor-production-stats-in-2020-2030

[12] Geopolitical Regulatory Risks Ai Chip Exports China Assessin - ainvest.com -
https://www.ainvest.com/news/geopolitical-regulatory-risks-ai-chip-exports-china-assessing-long-term-impli
cations-tech-firms-investors-2512/

[13] Us Export Controls And Chinas Good Enough Ai Stack - geopoliticalmonitor.com -
https://www.geopoliticalmonitor.com/us-export-controls-and-chinas-good-enough-ai-stack/

[14] 2603 Tsuji Isobe Li E - mitsui.com -

https://lwww.mitsui.com/mgssi/en/report/detail/ __icsFiles/afieldfile/2026/04/17/2603_tsuji_isobe_li_e.pdf
[15] [peer-reviewed] Article - sciencedirect.com - AUTHORS UNAVAILABLE -
https://www.sciencedirect.com/science/article/abs/pii/S0304405X25002004

[16] [edu] The Semiconductor Supply Chain | Center for Security and ... - CSET -
https://cset.georgetown.edu/publication/the-semiconductor-supply-chain/

[17] China plans for 80% semiconductor self-sufficiency -
https://www.electronicsweekly.com/news/business/china-makes-new-plan-for-semiconductor-self-sufficienc
y-2026-03/

[18] China's Semiconductor Self-Sufficiency Falls Short of 70% Target -
https://www.chosun.com/english/special-en/2026/04/10/32MHQKTXFZCMHCEBWAMPDKZTAE/

[19] [News] China Reportedly Targets 80% Chip Self-Sufficiency by 2030 ... -
https://lwww.trendforce.com/news/2026/03/31/news-china-reportedly-targets-80-chip-self-sufficiency-by-203
0-eyes-domestic-7nm-line-and-14nm-production-stability/

[20] Huawei's rack-scale iron vs Nvidia H20, Blackwell - The Register -
https://lwww.theregister.com/2025/07/29/huawei_rackscale boogeyman/

[21] Huawei's Ascend 920, Domestic Alternative to Nvidia H207? -
https://lwww.geopolitechs.org/p/huaweis-ascend-920-domestic-alternative

[22] Huawei Ascend 950PR wins over Nvidia Al chips in performance -
https://lwww.huaweicentral.com/huawei-ascend-950pr-wins-over-nvidia-ai-chips-in-performance/

[23] How is Huawei's Ascend 910B outperforming Nvidia's H20 despite ... -
https://lwww.digitimes.com/news/a20240531PD206/huawei-ascend-nvidia-ai-chips-china.html

Page 4


https://patentpc.com/blog/the-chip-war-us-vs-china-semiconductor-production-stats-in-2020-2030
https://www.ainvest.com/news/geopolitical-regulatory-risks-ai-chip-exports-china-assessing-long-term-implications-tech-firms-investors-2512/
https://www.ainvest.com/news/geopolitical-regulatory-risks-ai-chip-exports-china-assessing-long-term-implications-tech-firms-investors-2512/
https://www.geopoliticalmonitor.com/us-export-controls-and-chinas-good-enough-ai-stack/
https://www.mitsui.com/mgssi/en/report/detail/__icsFiles/afieldfile/2026/04/17/2603_tsuji_isobe_li_e.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0304405X25002004
https://cset.georgetown.edu/publication/the-semiconductor-supply-chain/
https://www.electronicsweekly.com/news/business/china-makes-new-plan-for-semiconductor-self-sufficiency-2026-03/
https://www.electronicsweekly.com/news/business/china-makes-new-plan-for-semiconductor-self-sufficiency-2026-03/
https://www.chosun.com/english/special-en/2026/04/10/32MHQKTXFZCMHCEBWAMPDKZTAE/
https://www.trendforce.com/news/2026/03/31/news-china-reportedly-targets-80-chip-self-sufficiency-by-2030-eyes-domestic-7nm-line-and-14nm-production-stability/
https://www.trendforce.com/news/2026/03/31/news-china-reportedly-targets-80-chip-self-sufficiency-by-2030-eyes-domestic-7nm-line-and-14nm-production-stability/
https://www.theregister.com/2025/07/29/huawei_rackscale_boogeyman/
https://www.geopolitechs.org/p/huaweis-ascend-920-domestic-alternative
https://www.huaweicentral.com/huawei-ascend-950pr-wins-over-nvidia-ai-chips-in-performance/
https://www.digitimes.com/news/a20240531PD206/huawei-ascend-nvidia-ai-chips-china.html

