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RepércussmWscalatmg trade war
between Chiffa-and the.US on the supply
chain: Who'is reallylosing?

“If the tariffs become
reality, they will
impact as many as
40 manufacturing and
agricultural industries
in the US.”

“The new tariffs won't be
limited to chemicals and
ingredients that America
imports from China
but will impact various
medical devices and
components as well.”

www.mainepointe.com

As the ‘it for tat’ tariff war between the US and China continues,
Joseph Esteves, Maine Pointe’s Vice President Industry Partner,
looks at the potential impact on US manufacturing and its effect
on medical and life sciences companies. He considers the steps
leaders should take right now to remain competitive and protect
margins if the proposed tariffs become reality.

President Trump won the 2016 election with his tough policies and promise to, “Make America
great again.” The recent 25% tariff on Chinese imports in the US is proof that he is prepared to
take bold and controversial actions to make good on that promise.

The latest: Nearly 25% tariff on 1,300 Chinese products

The US government has used the alleged theft of trade secrets as the basis for proposing this
new tariff which would impact $50 billion worth of goods imported into the US from China.
When the proposal was announced earlier this month, China was quick to retaliate with the
threat of its own tariffs on products imported from the US. Many of these tariffs would target
the aerospace, communication, technology, medical, scientific and manufacturing sectors,
also affecting a total of $50 billion worth of products.

The repercussions

If the tariffs become reality, they will impact as many as 40 manufacturing and agricultural
industries in the US, with high-tech and low-tech, industrial and commaodity and specialty
production all represented.

Manufacturing companies that heavily rely on imported equipment from China are
going to see a huge impact on their supply chains. Not only that, but companies who
supply products to the US market, and have components made in China, will also
feel the pain.

An example of a sector that will be heavily hit by the proposed tariffs is the medical industry.
80% of pharmaceutical manufacturing of key ingredients takes place outside the US, chiefly in
China and India. Also, what’s noticeable here is the new tariffs won’t be limited to chemicals
and ingredients that America imports from China but will impact various medical devices

and components as well. These unexpected tariffs will target medical equipment, medicine
and components for life sciences instruments including hearing aids, defibrillators, syringes,
sutures, artificial teeth and X-ray machine equipment. A report by RBC Capital Markets
suggested this could cost the medical device industry as much as $1.5B per year.
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Needless to say, cost increases on this scale will greatly impact many companies’ ability to compete
in the global arena. The biggest challenge to competitiveness will be the capability to quickly realign
the supply chain and reduce the risk of exposure. If executives don’t act now to assess their current
supply chain maturity and take a proactive approach to improving their procurement, logistics and
operations capabilities, they may soon be feeling the pinch. The reality is many companies are at risk
of losing their competitive advantage or being priced out of the market completely.

“The reality is many

companies are Conclusion
at risk of losing It’s important to bear in mind that the tariffs won’t be activated until May 15 and could disappear
their competitive altogether if Beijing makes certain trade and investment concessions. However, ‘wait and see’ isn’t
advantage or being the best approach to take. In fact, it’s more a case of ‘hope for the best but prepare for the worst.’
priced out of the If your manufacturing business is likely to feel the pain of tariffs, now is the time to get actionable

insights into how you can optimize your supply chain and operations to release cash, reduce cost and

market completely.” i~
facilitate growth.

Will trade tariffs impact your ability to compete in a global market?

Need help to transform your supply chain and operations and achieve
accelerated performance improvements in EBITDA, cash and growth?

Contact us for additional insights

Email: info@mainepointe.com

“Wait and see’ isn’t
the best approach
to take. In fact, it’s

more a case of hope

\Website: www.mainepointe.com

for the best but
prepare for
the worst.”
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VO Self- pote
ool
Calculate the value potential for your business. Complete our TVO Self-Assessment Tool™ and
receive an automated Value Opportunity Report. This provides an indicative quantification of the value
improvement potential (EBITDA) % cash) across your buy-make-move-fulfill supply chain.
Take assessment
About Maine Pointe

Maine Pointe is a global supply chain and operations consulting firm trusted by many chief executives and private equity firms to drive compelling
economic returns for their companies. We achieve this by delivering accelerated, sustainable improvements in EBITDA, cash and growth across
their procurement, logistics and operations. Our hands-on implementation experts work with executives and their teams to rapidly break through
functional silos and transform the buy-make-move-fulfill supply chain to deliver the greatest value to customers and investors at the lowest cost to
business. We call this Total Value Optimization (TVO)™.

Maine Pointe’s engagements are results-driven and deliver between 4:1-8:1 ROI. We are so confident in our work and our processes that we provide
a unique 100% guarantee of engagement fees based on annualized savings. www.mainepointe.com


http://www.mainepointe.com/services/tvo-self-assessment-tool?hsCtaTracking=ded89277-10ed-445d-b1a8-533af0d3988a%7C67d452c8-f269-411c-b294-6d84928a58dc

