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Explainer: How ending Hong
Kong's 'special status' could
affect U.S. companies

4  M I N  R E A D

WASHINGTON (Reuters) - New Chinese national security
restrictions imposed on Hong Kong could draw a U.S. revocation
of the former British colony’s “special status” under U.S. law, a
move that would have far-reaching trade and investment
implications.

Activists march against new security laws, near China's Liaison
Office, in Hong Kong, China May 22, 2020. REUTERS/Tyrone Siu

A D V E R T I S E M E N T

Directory of sites Login Contact Support

Business Markets World Politics TV More

Discover Thomson Reuters

https://www.reuters.com/news/archive/worldNews
https://www.twitter.com/share?url=https://reut.rs/2ZpexvD&text=Explainer:%20How%20ending%20Hong%20Kong's%20'special%20status'%20could%20affect%20U.S.%20companies
https://www.facebook.com/sharer/sharer.php?u=https://reut.rs/2ZpexvD&t=Explainer:%20How%20ending%20Hong%20Kong's%20'special%20status'%20could%20affect%20U.S.%20companies
https://googleads.g.doubleclick.net/aclk?sa=l&ai=CkvgFxeTHXoq7JZKomATPnYTQDJysgbJdvvDVqsYLloLNhYgWEAEg2p61FWDJppmN7KSAEKAB_sWyzgLIAQLgAgCoAwHIAwiqBOcCT9DheMToTBNsaFCtD6bJB00RdVFgjVlmom-NSW-c-Kg6kwCOKUqzE1FFnMZeTTJKNECECRxfk2k3Zk8jRsCjwtlSU_vMtRbP9HdCCkC1KgRmskU-YiT0iRdUGve9e_Imp2ufbZ_n5BIs6QonrUAX1g3rcNJoLmI_L-17U4xQlNLgYRDh6PGgZ-J4tCnlM7PNlC9SUZ2QeJMp1JGkVX58PWVNWN50t4YVw6H53h_TFwq7pf-IYePoU3ud06VWPOrCY7Q1V3731McCUrQnbgVzO5OPJxBP-PdpeZaug7W-bZVuHT0MWUoJYlI2XOnerFal3AOwFeGpLyr6xYa-xLn1CULYpGOM48W0b8QylX7dS17Yk_6UKsMJQuF7599Ng01kAOUPLKw-Q643bTeq6RuV_jyzP-brOhSWOW5wizTvI3Laqc76Pjj5xkkdEg_gxHgL0w8RGC6YUa45Xh-glWjiqaICfchzfinABP_r9b3yAuAEAaAGAoAH6rnNsQGoB47OG6gH1ckbqAeT2BuoB7oGqAfw2RuoB_LZG6gHpr4bqAfs1RuoB_PRG6gH7NUbqAeW2BuoB8LaG9gHAdIICQiA4YBAEAEYHbEJwE8eRIvMsv6ACgOYCwHICwHYEww&num=1&cid=CAASPeRoHx2CoKeeEjVsJPa1JwU78YiECpoRPHyFa9nV5x88HoflYcOe1Ig4thuXdZF9r5PTJmHNk4rxTW4mbW4&sig=AOD64_2H6unp9HdXVih4nCffyj_ug-tFpg&client=ca-pub-8200574565762874&nx=CLICK_X&ny=CLICK_Y&nb=2&adurl=https://www.clothmyths.com/category/Bandanas/c54ab61997e551a5815da5e0156e3dfa.html?sort_by=BXHE027&utm_source=google&utm_medium=gdn
https://adssettings.google.com/whythisad?reasons=_-wH7PPiTJnGQgwJdk1jYwuN6LG_zm2kfDwjm0pRMyCaRFK7Fc4GqiewUtB_G9KUJdpcOvclogq611QJ86XFdwtadf3VYtOSn4nUCRS-lY_6wI5vfkSOcxxaaro4i7-tbCNWHujNj4LpyvSlkGYeV4U5BckVOnVaW2-JNXRTMvBc8qNHbzFcvnxwApgJQBuDPGKyJEellsVlyx73HW1-UO0ATmtwiV90dvByLX4kiniJba3NqRMT7GnWWvLRKSFT_OczfuiGuS0eTJgNj14muNvIqg,m1new2JIH8i_Nm9mdVuYAw&source=display
https://adssettings.google.com/whythisad?reasons=_-wH7PPiTJnGQgwJdk1jYwuN6LG_zm2kfDwjm0pRMyCaRFK7Fc4GqiewUtB_G9KUJdpcOvclogq611QJ86XFdwtadf3VYtOSn4nUCRS-lY_6wI5vfkSOcxxaaro4i7-tbCNWHujNj4LpyvSlkGYeV4U5BckVOnVaW2-JNXRTMvBc8qNHbzFcvnxwApgJQBuDPGKyJEellsVlyx73HW1-UO0ATmtwiV90dvByLX4kiniJba3NqRMT7GnWWvLRKSFT_OczfuiGuS0eTJgNj14muNvIqg,m1new2JIH8i_Nm9mdVuYAw&source=display
https://googleads.g.doubleclick.net/aclk?sa=l&ai=CzmHYxeTHXou7JZKomATPnYTQDNXenKRdopG6ve8KrdS08AMQASDanrUVYMmmmY3spIAQoAG9npD5A8gBAuACAKgDAcgDCKoE2AJP0D13YEdZqQighBOyYP_bY_dpCLkhPD95JCMK0VIgZI_FmLR5i2qd5A79kEM73wN1eRBOr7n5yG0qhWzkYwD4Jh7gQGqdpy8QGKz67RrKe3JyA0TP3jCMu34WOxoVIbG6j7hhoNWO7AqVuAZTP4ufmSVlosBJ_dUaSLIUg2hqEztoVHXUf7newEcwiU_BDI1tOV9dXKl7S7uI54dHwKX6QZBDOC3koL3qADOhYJu0MQat2unrsZLw-XvS-dDkGv_GPok1wlEmM24JqOd9sPoMnN9ttzYHCqHi8MvquHobbLptDOdoWUlVqMC-eoM9FQ9BhS_tb2hJR8PDKp91CXkPEUay1xH1y2Sh6KBw3wyVMi-2VP20tKYsYbr_-aXGBGODTqGWILh2hxJuw5_ICNOUhA2V3VWX46z5X66dJa92oYrQfyyFSXVwDHoRf_d1puzUWPVbxLZuPcAE2eKI1qgC4AQBoAYCgAer4e8GqAeOzhuoB9XJG6gHk9gbqAe6BqgH8NkbqAfy2RuoB6a-G6gH7NUbqAfz0RuoB-zVG6gHltgbqAfC2hvYBwHSCAkIgOGAQBABGB2xCcRP4PMfGO_ogAoDmAsByAsB2BMK&num=1&cid=CAASPeRoCK8bghYryGlb28xfrFDkbI9AqCDUY6f5boHpbh3WxD2z4CSYlRKPiNZODWL0Z2lcOo3IfW2lUN0kSHM&sig=AOD64_2DcJAUwQ-Jj_tV1WXvpMn1JdPLGg&client=ca-pub-8200574565762874&nx=CLICK_X&ny=CLICK_Y&nb=2&adurl=https://www.splunk.com/en_us/enterprise-data-platform/the-power-of-a-data-to-everything-platform.html?utm_campaign=google_amer_en_display_categorycreation&utm_source=google&utm_medium=display&utm_content=datatoeverything_wp&utm_term=similarto&_bk=&_bt=432331859646&_bm=&_bn=d&_bg=79637393753&device=c
https://adssettings.google.com/whythisad?reasons=AB3afGEAAAVpW1tbW251bGwsWzIsOSwyMV1dLFtudWxsLCJodHRwczovL2dvb2dsZWFkcy5nLmRvdWJsZWNsaWNrLm5ldC9wYWdlYWQvY29udmVyc2lvbi8_-XuJYqQ48TJIvYz8ZyvNr27qUl8OpxNOYqf6B18Gykxuhbp6ECDICXC4WipJc1_yQ8TZLNgzrQ47qpbhspShsdwS7qA94Bveqw7zD-IJaIeGjbRYGywXmVmGoZCXq4bKObA7TIk1H-BPlGNdlPpJvWzasyDnv36kXLhiIaP_ai0DSptOfZeA32WXdrktL9uBAwMOemX7YRabV5YqtVCmSZuCQJoub9INjWOmOGtaf7E-KIjL6bdEOjU-0Iq3lfxLMPeozToC8hd75GIXnvADtWi5RPhVXEF1qNb3luMbmsjdITfOaODUuEbja-rqZTUB56NEgy,zW0ol6t4Vv-8QTrRlvsQPw&source=display
https://adssettings.google.com/whythisad?reasons=AB3afGEAAAVpW1tbW251bGwsWzIsOSwyMV1dLFtudWxsLCJodHRwczovL2dvb2dsZWFkcy5nLmRvdWJsZWNsaWNrLm5ldC9wYWdlYWQvY29udmVyc2lvbi8_-XuJYqQ48TJIvYz8ZyvNr27qUl8OpxNOYqf6B18Gykxuhbp6ECDICXC4WipJc1_yQ8TZLNgzrQ47qpbhspShsdwS7qA94Bveqw7zD-IJaIeGjbRYGywXmVmGoZCXq4bKObA7TIk1H-BPlGNdlPpJvWzasyDnv36kXLhiIaP_ai0DSptOfZeA32WXdrktL9uBAwMOemX7YRabV5YqtVCmSZuCQJoub9INjWOmOGtaf7E-KIjL6bdEOjU-0Iq3lfxLMPeozToC8hd75GIXnvADtWi5RPhVXEF1qNb3luMbmsjdITfOaODUuEbja-rqZTUB56NEgy,zW0ol6t4Vv-8QTrRlvsQPw&source=display
https://www.thomsonreuters.com/en/global-gateway.html
https://www.thomsonreuters.com/en/login.html
https://reuters.zendesk.com/hc/en-us/articles/216467423-Contact-Reuters
https://reuters.zendesk.com/hc/en-us
https://www.reuters.com/
https://www.reuters.com/finance
https://www.reuters.com/finance/markets
https://www.reuters.com/news/world
https://www.reuters.com/politics
https://www.reuters.com/video


5/22/20, 10:42 AMExplainer: How ending Hong Kong's 'special status' could affect U.S. companies - Reuters

Page 2 of 10https://www.reuters.com/article/us-usa-china-hongkong-trade-explai…hong-kongs-special-status-could-affect-u-s-companies-idUSKBN22Y22Z

U.S. businesses oppose any change in Washington’s recognition
of Hong Kong as a sufficiently autonomous city, where major
U.S. companies enjoy access to China and Southeast Asia, and
where bilateral trade flourishes across various parts of the
economy, from wine to financial services.

A new U.S. law requires the State Department to certify at least
annually that Hong Kong, which experienced widespread
protests last year over China’s extradition plans, retains enough
autonomy to justify favorable U.S. trading terms. President
Donald Trump warned on Thursday that Washington could react
“very strongly” to China’s new restrictions.

Here is a look at some of the consequences of a change in that
status.

CORPORATE HEADACHES

A revocation of the special status would cause problems for the
more than 1,300 American companies with business operations
in Hong Kong, including nearly every major U.S. financial firm.
The State Department said 85,000 U.S. citizens lived in Hong
Kong in 2018.

Visa-free travel access to Hong Kong could revert to strict
Chinese visa rules, impeding business travel and work visa
approvals.

As of 2018, the stock of U.S. foreign direct investment in Hong
Kong stood at $82.5 billion, an increase of $1.2 billion that year,
according to U.S. Commerce Department data. Hong Kong’s
investment in the United States rose $3.5 billion in 2018 to $16.9
billion.

Hong Kong’s autonomy, civil liberties, rule of law and access to
China make it attractive to international companies, and a
change in that status could push some U.S. firms into costly
moves elsewhere in the region.

T R E N D I N G
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“Numerous American companies invest in Hong Kong because of
its special status, its geographic location and market-based
economic system,” the U.S.-China Business Council said in a
statement. “Any change to this status quo would irreparably
damage American global business interests.”

TRADE

Some $67 billion in annual Hong Kong-U.S. trade of goods and
services could be put at risk as Hong Kong would lose its
preferential lower U.S. tariff rate.

Hong Kong is treated separately from mainland China’s more
managed economy, and its exports to the United States are
treated differently. Hong Kong has a zero tariff rate on imports of
U.S. goods, which also could be at risk.

Hong Kong was the source of the largest bilateral U.S. goods
trade surplus last year, at $26.1 billion, based on U.S. Census
Bureau data.

According to Hong Kong’s Trade and Industry Department, the
former British colony in 2018 was the United States’ third-largest
export market for wine, its fourth-largest for beef and seventh-
largest for all agricultural products.

BROADER U.S.-CHINA RELATIONS

A U.S. revocation of Hong Kong’s special status would be viewed
by Beijing as interfering with its sovereignty, and China has
previously threatened to “take strong countermeasures.”

Eswar Prasad, a trade professor at Cornell University and a
former head of the International Monetary Fund’s China
department, said Hong Kong is a “hot-button” economic and
political issue for China, much like U.S. sanctions on Chinese
telecoms giant Huawei Technologies Co Ltd.
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A precarious U.S.-China trade truce, already strained by Trump’s
anger at China over the coronavirus pandemic and a slow start to
Beijing’s purchases under the Phase 1 trade deal between the two
countries could collapse into new tariffs and counter-sanctions,
he said.

The United States also maintains export control offices and
academic exchanges in Hong Kong separate from mainland
China.

Reporting by David Lawder; Editing by Paul Simao
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