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Week of 15th March 2021 

What’s on our mind this week? 

Xiaomi takes a win in US courts  

Last week a US federal judge temporarily blocked the US government from imposing 

restrictions on investments made by US persons, both moral and physical, in Chinese 

smartphone and electronic goods manufacturer Xiaomi. The decision relates to one of the 

last moves of the Trump administration in the Sino-US trade war when the administration 

banned US investors from investing in companies with alleged ties to the Chinese military 

(the PLA). Alongside the measure, the Trump administration produced a list of companies 

which grew to over 40 names including China Telecom Corp, China Mobile, Huawei 

Technologies, China Railway Construction Corp, China Communications Construction 

Company, SinoChem Group, and surveillance equipment maker Hikvision. Xiaomi was one 

of the latest additions. The measure led index providers to remove the names from their 

indices and US domiciled funds and ETFs to divest gradually. The decision by the US 

authorities had a wide impact on the financial community, many investors being 

concerned by the arbitrariness of the ban and the lack of evidence produced. 

This was also the argument of Xiaomi when it filed a complaint in a Washington court 

seeking its removal from the list, arguing that it was not controlled by the PLA: “Xiaomi is 

a publicly-traded company that produces commercial products for civilian use, is 

controlled by its independent board and controlling shareholders, and is not effectively 

controlled or associated with others under the ownership or control of the PRC or its 

security services.” 

U.S. District Judge Rudolph Contreras seemed to agree when he expressed his doubts 

that civilian Chinese companies like Xiaomi pose a direct threat to the National security 

of the United States and commented there is no evidence of Xiaomi sharing information 

with the Chinese government. He then granted a preliminary injunction which 

immediately lifted the investment restriction that had been imposed on US persons with 

regards to Xiaomi. 
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The temporary halt to the Department of Defence (DoD) ban on investments states the 

government failed to show sufficient evidence of links between the company and China’s 

military. The DoD may try to reverse the judgment and bring more evidence to justify the 

ban, but it has not made any declaration at this stage. 

The lawsuit was particularly important for Xiaomi as it is moving to fill the void left by 

Huawei in the global smartphone market amid the telecommunications equipment 

maker’s struggles with US sanctions.  

The Xiaomi share price rallied on the news and index makers already announced they 

were adding back the name in their indices. Although we do not own the company in any 

of our funds, we welcomed the news which gave a path for companies to get cleared from 

an arbitrary measure and reintroduces some due process in the US government sanctions. 
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