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DEFENCE

Egypt reportedly orders

Belgium, Bulgaria, China,
Egypt, France, Malaysia,
Pakistan, South Korea, Spain,
Taiwan, UK, US, Vietham

fourth-generation Chinese fighter aircraft

Between 3-5 September the inaugural Egypt
International Air Show took place at Al Alamein
International Airport with more than 300 companies
attending and representatives from over 100
countries.'2? In the lead up to the show, several
aerobatic display teams conducted flying
demonstrations, including the ‘Ba Yi’ team of the
People’s Liberation Army Air Force (PLAAF). The
team included a Yun-20 and six J-10 aircraft.*
This was the first time that the PLAAF’s aerobatic
demonstration team has performed in Africa.®

Following the event, on 7 September several military
blogs and publications began to report that Egypt had
placed an order to purchase China’s J-10C multirole
aircraft and potentially the J-20 ‘stealth’ fighter.78 The
acquisition of the J-10C and its latest weapons package
would provide Egypt with advanced air-to-air missiles
and represent an alternative source of an advanced
capability for Egypt’s air force.® Egypt would also become
the second country after Pakistan to procure the J-10C.°

The story has continued to proliferate across different
outlets, but at the time of writing official sources are yet
to confirm the order.™

With regards to Chinese media coverage, following the
event, Phoenix News claimed that “the Egyptian Air
Force is seeking modern aircraft due to unmet promises
from the US regarding F-35 sales”, referencing a 2018
report that “then-US President Trump promised to sell 20
F-35A stealth fighter jets to Egypt, but opposition from
the Pentagon and Israel stifled the deal”.*?

Adarga Analysis: The inaugural Egypt International Air
Show is a significant milestone for the country and the
wider region’s aerospace industry. It also demonstrates
the shifting dynamics of the international arms trade,
with China overtaking Russia as the main supplier of
major arms to sub-Saharan Africa, while the US signalled
a continuation of strong ties with its traditional Middle
Eastern allies.
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Egypt’s position as a major non-NATO ally with the
largest Arab military makes it an important regional ally
for the US, and if the reports of a potential purchase

of Chinese J-10C aircraft are confirmed it will likely
cause concern. Combined with its entry into the

BRICS economic bloc in January 2024, this signals

a significant pivot in Egypt’s geopolitical alignment,
reflecting the country’s broader ambition to diversify its
economic and military partnerships beyond its traditional
Western allies, particularly the US. Consequently, the
move towards Chinese military technology is best
interpreted not merely as a matter of procurement

but as a representation of a complex calculus of
economic, strategic, and political factors. Egypt appears

INTERNATIONAL RELATIONS

Spanish PM visits China

On 8 September Spanish Prime Minister Pedro
Sanchez began a four-day visit to China, his second
to the country in 18 months.*** A series of high-level
meetings were scheduled for the visit, as well as the
inauguration of the Ninth Spain-China Forum and
the Spain-China Business Advisory Council, and

a bilateral meeting with the China Association of
Automobile Manufacturers.®

On 9 September, Sanchez met with President Xi
Jinping, Premier Li Qiang, and Chairman of the Standing
Committee of the National People’s Congress, Zhao
Lejii. In the Chinese read-out, President Xi advocated
that the two countries jointly promote development in
high-tech fields such as artificial intelligence, digital
economy, and new energy, and expressed “the hope that
Spain will continue to provide a fair, equitable, safe and
non-discriminatory business environment for Chinese
enterprises to invest and do business in the country”.

In a video disseminated via his social media accounts,
Sanchez emphasised that “even on those issues

to be seeking cost-effective solutions with advanced
capabilities, while also expressing implicit concerns over
US regional policies, particularly regarding the Israeli-
Palestinian conflict.

However, the extent of the shift should not be overstated.
As well as the US, Egypt has also historically acquired
defence equipment from Russia and France, including
the MiG-29M and Dassault Rafale aircraft. Moreover,

in its attempt to diversify its economic and military
partnerships, Egypt is treading carefully, maintaining

its defence relations with the US, as evidenced by the
public announcement of an agreement to acquire C-130J
Hercules transport aircraft on 6 September.23

where our positions do not fully coincide, we maintain
a constructive willingness to engage in dialogue and
cooperation.”

On 11 September, following an event at an industrial
park in Kunshan, Sanchez said that the European
Union (EU) should reconsider proposed import tariffs
on Chinese-made electric vehicles (EVs), and urged
Brussels and Beijing to find a compromise that avoids
a trade war. The comments, made on the final day of
the visit, indicate a shift in position by Spain, which was
among the EU members that expressed support for a
36.7% tariff on Chinese EVs in July’s advisory vote.

Adarga Analysis: Prime Minister Sanchez’s visit comes
at an important time, as China seeks to move beyond
ongoing tensions over trade with Europe, including

the spat regarding tariffs on Chinese EVs and broader
concerns with dumping. Spain was among the countries
that voted in favour of tariffs on Chinese EVs (it is
Europe’s second-largest exporter of EVs) to which China
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responded by investigating pork imports, which are of
major significance to Spain-China trade.??# In fact, tariffs
on Chinese EVs could also impact Spanish-designed
vehicles manufactured in China, such as by the SEAT
and CUPRA brands.?

China has long sought to cultivate a relationship with
Europe independent of the US, for reasons both of
continued economic engagement and as a way of
dividing the Western alignment; the tension between
economic engagement and geopolitical and security
concerns is felt on both sides. A strong economic
relationship with Europe is especially important from
China’s perspective given not only the importance of
trade with the EU and ties with individual member states,
but also the increasing damage to China-EU relations
done by China’s ongoing support for Russia in the
context of its war against Ukraine.

It is evident from the visit that both sides wish to avoid

a trade war. This visit also signalled a desire to repair
China-EU relations more broadly, notably prompting Xi

ECONOMICS

Jinping to voice the hope that Spain would continue to
play a constructive role in building China-EU relations.
However, the situation has become more complex with
Prime Minister Sanchez’s shift in position. The change
reflects the delicate balance Spain must strike between
protecting its domestic industries and maintaining crucial
economic ties with China.

Sanchez’s new stance also demonstrates the challenges
faced by European countries in general in maintaining
their ties and increasingly distinct position from the

US out of necessity, while also managing the potential
divisions within the EU regarding trade policy towards
China, as member states weigh their individual economic
interests against broader EU strategic considerations.
This development conveys an increasing divergence
between bilateral and multilateral priorities and adds
another layer of complexity to the ongoing negotiations
that could potentially influence the EU’s final decision

on the tariffs, underscoring the dynamic and often
unpredictable nature of China-EU trade relations.

US announces additional export controls

On 5 September the US Bureau of Industry and
Security published new controls on advanced
technology, including quantum computers and
semiconductor goods. The rules added 18 Export
Control Classification Numbers (ECCNSs) to the
Commerce Control List, covering general product
categories and capabilities rather than specific
products. The measures specifically target
quantum computers and components and advanced
chipmaking tools, including Gate All-Around Field-
Effect Transistor (GAAFET) technology — used in
high-performance chips for supercomputers - as
well as components and software related to metals
and metal alloys.

Export controls are the mechanism by which certain

goods, software, and technologies are classified as
“controlled items”, and are designed to prevent sensitive
items from being used in ways that could harm national
security or violate international agreements. Practically,
exporters are then required to obtain licences, adhere
to any destination restrictions, and declare the end user
and intended use of the items.

In a statement, the US Department of Commerce
stipulated that the controls would cover all worldwide
exports, but include exemptions for countries that
implement similar measures, a group which includes
Japan and the Netherlands, among other allies. Alan
Estevez, under-secretary for the Bureau of Industry
and Security emphasised this coordination in his
statement: “Today’s action ensures our national export
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controls keep step with rapidly evolving technologies
and are more effective when we work in concert with
international partners. Aligning our controls on quantum
and other advanced technologies makes it significantly
more difficult for our adversaries to develop and deploy
these technologies in ways that threaten our collective
security.” Officials will hold a public referendum

within 60 days before making a final decision on their
implementation.

Adarga Analysis: The significance of US export
controls on quantum computing extends beyond mere
regulation; it reflects the pursuit of strategic national
security interests, especially amidst wider dynamics

of geopolitical and geoeconomic competition between
the US and China. The controls are consistent with a
broader trend of securitisation of emerging technologies;
due to the growing recognition of their strategic
importance and potential applications, technologies
such as quantum are frequently framed through the lens
of national security, leading to increased government
involvement, regulation, and investment.

Notably, the definition of “export” extends beyond
physical goods to encompass any transfer of technology,
data, or information. Consequently, these controls are
likely to have knock-on effects beyond international
trade of end-products, including on academics and those
working in R&D. Such a move is likely to be combined
with other government initiatives and additional funding
announcements to these as areas of strategic priority.

These controls are distinct from the rumoured package
of additional controls on Al memory chips (discussed
in Briefly Issue 1) but almost certainly part of a
broader trend. While China has not been specifically
identified, most of the new controls are compatible
with a series of moves the Biden administration has
made to limit Beijing’s development in the fields of Al
and quantum computing. Export controls are a part of
this strategy, and the Department of Commerce’s most
recent announcement can be understood as the latest
move within a broader trend of US technology export
controls since those introduced on semiconductor

chip technology in October 2022. Likewise, China

has implemented its own export controls including in

quantum technologies as part of its broader strategy to
safeguard national security and maintain technological
sovereignty, primarily focused on restricting the export of
advanced quantum computing technologies and related
components that could be utilised for military applications
or enhance foreign military capabilities. Both countries
are treating quantum technologies as a new frontier in
their strategic rivalry and these latest export controls are
reflective of a global trend where multiple countries are
tightening their own regulations. Export controls will be
vital for shaping the way that both sides continue their
development.

The US has placed significant emphasis on aligning
its export control measures with key allies, particularly
Japan and the Netherlands. This strategy aims to
create a unified front in restricting China’s access to
advanced technologies, including quantum computing
and semiconductor manufacturing. The recent
announcement explicitly mentions exemptions for
countries implementing similar measures, with Japan
and the Netherlands already having taken steps in this
direction. Given this focus on alignment, it is highly likely
that we will see Japan and the Netherlands introduce
comparable export controls on quantum technologies.
Both countries have previously cooperated with the
US on semiconductor export restrictions, and their
participation is crucial for the effectiveness of these
controls, given their significant roles in the global high-
tech supply chain.

However, it is worth noting that both countries may

face economic pressures and potential retaliation from
China, which could influence the extent and timing of
their alignment with US policies. The Dutch government
has indicated it will consider the interests of its national
champion in semiconductor manufacturing, ASML, in its
decision-making, while Japan may be cautious about
potential impacts on its companies operating in the
sector. Despite these considerations, the trend towards
closer coordination on export controls among US allies
is likely to continue, with Japan and the Netherlands
expected to implement similar measures in the near
future, albeit potentially with some modifications to
balance their economic interests with security concerns.
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