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regon businesses exported a record $22 bllh‘t’m 1%{7&5 lasfyear up 9.3 percent over 2015. That’s the third-

fastest gain in the country. In the West, Oregon was the only state to post a net gain in dollar value of goods

exported. Computer and electronic products are the most popular Oregon export, and our agricultural

products are quickly gaining global customers. With China ranking as the top state export destination, Oregon
businesses are keeping a watchful eye on the new administration’s foreign policy. The Portland Business Journal recently
sat down with Reed Atkins, CEO of CI Azumano; Shiau Yen Chin-Dennis, partner at K&L Gates; and Raymond Cheung,
CPA and shareholder at Geffen Mesher to discuss the current climate of international trade, travel and how Oregon can
attract foreign investment. The discussion was moderated by Maureen McGrain for the Portland Business Journal.

What role
does travel play in the conduct of
international business and trade?

It plays a big
role and it is very important for
international business and foreign
investment. Since President Trump
took office, | think about travel
more than before, and some of
our international clients plan more
than they had in the past. The initial
executive order on the travel ban
concerns some business travelers,
and they may now delay trips to the
U.S. A number of our U.S. clients are
trying to apply for their China visa
now since the 10-year visa may not be
available in the future.

The Global Business
Travel Association estimated that
$185 million of business travel
bookings were lost because of the
original travel ban. That was the
impact of international travelers

coming to the United States for work,
meetings, events, etc. That has a
major impact on our industry and our
business.

I hold a U.S. passport, but
even today, | put more planning into
my travel plans. In the past, | just
grabbed my passport and went to the
airport. Now, | think a little more, and
our overseas clients think a little more
before they decide whether or not
to come to the U.S. When you think
of the last executive order, | don’t
think the custom officials even knew
exactly what they were supposed to
do. One thing about the last executive
order (when it first came out) was
restricting certain green card holders
to travel to the U.S. even though those
are legal residents here in the U.S.

They tried to clarify some of
that in the second order. But still, it's
far from clear enough.

Travel
is important for international
business, for both in-bound and
out-bound investments. We have a
good number of foreign investors
coming to Oregon. We are becoming
a destination for the West Coast
because California and Washington
are becoming more expensive.
There's a spillover, not just from the
investment perspective but also
to foreign buyers to source food
products as Oregon is known for
quality and organic food products.
From the agricultural perspective,
outside investors are buying up
hazelnuts, Dungeness crab and
different types of food because of
the quality of our food. But they do
have to come here to travel and look
at our state before they make those

investments or are sourcing products.

Definitely true for Oregon
becoming a good destination for
foreign investment. Chinese cash

buyers are coming to Seattle and
Portland to invest in real estate
properties after Vancouver B.C.
imposed a 15% tax on foreign
investment. Recently in China, | saw
a newspaper advertisement for a real
estate property tour in Seattle, which
is a very hot market right now. Seattle
and Portland are geographically in
really good locations. They are so
close to the Pacific Rim, and there is
no state income tax in Washington
and no sales tax in Oregon. That
makes a big difference.

On the West Coast,
Oregon is situated so perfectly, not
for just Chinese investors, but also
for Asia-Pacific trade. Oregon trades
a lot with Asian countries. China is
in the Top 10, but also, surprisingly,
Malaysia is one of the top countries.
It's probably because of historical
numbers from Intel and Nike. So we
have a long history of trading globally.
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We are one of the Top 14 states that are
very dependent on international trade.
Due to our current political climate, |
believe businesses need to be more active
in advocating for better trade policy or
policies impacting trade. We need to be
much more active in how it’s going to
impact our business at the end of the day.
For example, border tax adjustments, if
passed, will impact our business and it
isn’t just a debate in Washington, D.C.

Cheung: President Trump talks about
the border adjustment tax. Oregon

has major apparel companies, such as
Nike and Columbia Sportswear, and
that’s going to have a big impact there.
While campaigning, President Trump
talked about imposing a 45 percent
import tax for goods from China and 35
percent on imports from Mexico. More
recent reports suggested the current
administration is looking at a 10 percent
to 20 percent border adjustment tax on
all imports from all countries. Even at 10
percent, it is going to impact not only the
consumers in the U.S. but also significantly
impact companies that do business
internationally.

Atkins: One thing I'm seeing from the
current administration through the
Commerce Department is a willingness

to look at each individual trading partner
and each individual product category or
industry. There’s no more of this broad
brush, single-number tariff, such as “all
imports from China are going to be tariffed
at 20 percent”. They're going to look at the
actual industries and what’s going on with
each. Wilbur Ross, who runs Commerce
now -- his old firm is one that I've worked
with -- and he is a tremendous analyzer
and user of numbers. He is not a politician
and | don’t think a political viewpoint

at all. I think it's going to be very much

a data-driven and practical business
recommendation on tariffs. You're right,
though: Somebody still has to pay for
these tariffs and that could ultimately
include the American consumer. My hope
is that it’s going to be done with much
more skill and more precisely than it's ever
been done.

Cheung: | hope so too. We work with
some clients in the wood products
industry. Some of the companies import
hardwood plywood products from China
and a duty tax is being imposed on those.
On some of these companies, the margin
is tiny. When you only have a 10 percent
gross margin, even when you impose 5 or
7 percent, you can take somebody out of
business.

Chin-Dennis: My firm has a large public
policy group in Washington, D.C. keeping
us and our clients engaged. | have also
been appointed to both the National
District Export Council and Oregon District
Export Council, we are engaged in the
trade policies. What they talked about
was the multi-national trade agreements
(e.g.) TPP will be replaced by individual
trade agreements with the different
countries. In the horizon, there may be an
individual trade agreement or partnership
with Japan, and we will likely revisit the
Korea trade agreement. Of course, NAFTA
is going to be in discussion, but we're
looking more at individual countries

McGrain: What is the mood among your
clients?

Cheung: It depends on who you talk

to. Some local businesses love the idea

of a big tax cut, but | don't know how
realistic that is. At the end of the day, the
government still needs to balance the
budget. When you talk to businesses who
import a lot of goods, they are nervous. If
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margin, any additional duty tax is going
to potentially take them out of business.

| think it’s still uncertain at this point. |
follow politics much more closely these
days, because | want to see what policy
changes could potentially impact our U.S.
and international clients.

Atkins: Can you determine what his

next move is going to be from what you
read? When you ask about President
Trump’s foreign policy and how it impacts
international business, my first thought is,
“Can you tell me what it is?” | don't think
that cake has been baked yet.

Chin-Dennis: | think we know for sure
TPP and, those large trade agreements,
are pretty much dead. We know it's
probably going to be individual country
trade agreements, whether it's going to
be called trade agreements or partnership
agreements, it depends on the country.
For example, | have heard from the various
policy briefings that it's sensitive in Japan
to discuss trade agreements. It may be
called a partnership, we will see how
things progress. Within the international
trade community, we know some things
(such as fighting for even playing field for
our American products, protecting the
jobs in our Heartland), but we don’t know
everything. Therefore, the instability is
causing a lot of angst.

Cheung: That’s what concerns a lot of
our clients. The instability is making them
nervous. You never know what the next
move is. At the end of day, though, the
president is trying to negotiate a better
trade agreement with individual countries.

Atkins: Broadly speaking, “America First”
is the foreign policy, whatever that means.
That’s not quite as simple as it sounds to
me. The thought of how that slogan could
impact supply chains and suppliers and
customers across borders is confusing to

almost saying that without understanding
what you're saying. You're not really
putting yourself first if you're harming
another country that factors into your
supply chain. For me, | need to understand
what “America First” really means, if that’s
the foreign policy.

Cheung: President Trump keeps talking
about bringing all the jobs back to
America. Even if he cuts everything off and
brings back all the jobs so that everything
is made in America, I'm not sure we have
the labor force to do so. We work with
clients in the lumber industry, and | look at
the number of sawmills that we have today
versus 20 years ago. We have probably
half of the mills now than we had then,

yet the productivity we have today is
higher because we are more efficient due
to technology. When you look at the next
generation of manufacturing, it's going to
be more robots. Technology is going to
change things and improve productivity.

Chin-Dennis: Maybe we should think of
“America First” as being about education
and retraining. Because most of our jobs
are lost to technology.

Atkins: That might be an application

of “America First” that makes all the

sense in the world, but that needs to be
communicated clearly. Just left alone as a
slogan for everyone to figure out, and not
just for us but for the rest of the world, is a
little bit dangerous.

Cheung: China is a manufacturing
country and has similar issues with labor.
They cannot sustain the same labor pool
today as before. If you compare it from
10 years ago, they have less labor that’s
willing to work in the factories today. The
government is trying to push some of the
low-end manufacturing out of China with
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policy change and increased labor costs.

Chin-Dennis: The low cost manufacturing
has already been going to Vietnam,
Cambodia, Myanmar (Burma) and other
countries.

Cheung: | regularly talk to Chinese
companies who manufacture products
for U.S. companies, and they are looking
for other resources to build their factories
outside of China. Because China has such
a long history of manufacturing, they are
more efficient today, and the products
produced in China are much better today
than they were 10 or 20 years ago. | do
think some of the low-end manufacturing
has been pushed out of the country to
other places, like Vietnam and Malaysia.
Chinese companies are also moving
toward product innovation rather than
simply being a product manufacturer. Plus,
they don't have the same labor pool today
that they did 20 years ago. If you look 10
years ahead, they will have an even smaller
labor pool. When you have a high middle
class population, they are going to send
their children to college and not want
them to work in factories.

Chin-Dennis: We should look at our
education, especially higher education as
an export because our education system is
so good. We need to do it in a smart way.
There's a lot of revenue coming in from
foreign students.

Cheung: In China, the size of the middle
class population is comparable to our
overall population here. There's a lot of
wealth, and most of those families only
have one child. So they're going to do
everything they can to send their child to
receive the best education.

Chin-Dennis: For Chinese students,

they usually start with boarding school,

so there is going to be a lot of back and
forth travel, which generates revenue for
our state. They are coming to look at high
school boarding schools and to spend
their high school years here so they are
going to be ready to apply to U.S. colleges.
For Oregon, we are in a good space. What
parents don’t want to send their kid to
schools in Oregon such as the University
of Oregon? It's a smaller city; it’s livable; it's
comparably safe.

Atkins: | hope as a country that we never
view that as a problem that other countries
want to send their youth to this country
to be educated. That’s a tremendous
compliment and opportunity and frankly,
it does fill a need. In terms of our health
care, engineering, and the sciences to
name a few disciplines, the number of
people coming from other countries are
coming because there’s a need. They're
not just showing up here and trying to
figure it out.

Cheung: When you talk to Intel and big
high-tech companies like that, they’ll tell
you that they don’t have enough labor.
They keep pushing higher H-1B visa quotas
because they can't hire enough talent
locally. So they have to hire foreigners to
meet the demand.

Chin-Dennis: To add to Raymond’s
comments, Raymond and | are both
immigrants and we also graduated from
colleges here. We are both U.S. Passport
holders.

Cheung: | came here right after high
school and went to college on a student
visa. Then | got a job in public accounting
on an H-1B working visa. Eventually, |
got my green card and became a U.S.
citizen, but it was a long process. | love

For more information
on Thought Leader
Forums:

THOUGHT LEADER FORUM:

INTERNATIONAL BUSINESS

this country because there is lots of
opportunity. | hope this country won't
look at foreign students coming here as
a negative. | think we all learn from each
other.

Chin-Dennis: | believe in people-to-
people diplomacy. If you talk about
diplomacy, it starts at that level. Most
students who came here love being in the
U.S. Some go back and start businesses
and then they have this good view and
warm experience with Oregon and the

US, and that’s where the trade starts.
Those who stay, like Raymond and |, we're
very productive! We contribute to the
economy. It's hard to listen to the bashing
of immigrants. | always wanted to come to
America since | was a kid. And the fact that
| live here and experience the opportunity,
to me it is living the American Dream. | am
very grateful, no matter what policy, what
president, it’s the gratefulness to be here
and to live here.

Atkins: It is interesting that a discussion
of international business has to refer
back to political policy as much as it does
now. | hope that the president and this
administration want to encourage people
from other countries to come to the US.
and that the process for coming here,
whether temporarily or permanently, is
clear and fair. Again, what | read or see in
the media is neither. The message almost
comes across as all immigrants -- legal or
illegal -- are a problem and not welcome.
That's a real shame. Relationships: That
has everything to do with my business
and travel. As | was thinking about travel
and the effect that it has and the role
that it plays, it’s an enabler of those
relationships for sure. It's an enabler of
shared experiences between people. It

is an opportunity for people to do things
together in the presence of each other
that transcends a digital message, an
email, a tweet, or something that is very
impersonal. Travel allows people time

to spend with each other and share
experiences.

Chin-Dennis: Sharing a meal together,
breaking fast together, those are very
personal experiences and that comes
with diplomacy, business, investment,
buying a property here, investing in
Oregon companies, it all starts with

that. With my Chinese clients, we host a
dinner. In one instance, the investor was
deciding between Oregon, California
and Washington. We happened to have
a good group of Oregon public private
representatives hosting the investor, and
they decided to pick us. | didn't go into
those meetings thinking something was
going to come out of it. It's just being an
ambassador to Oregon and the country |
call home.

Cheung: When you talk about President
Trump’s policy with China, | think he has

a different perspective after meeting

the president of China face to face and
having dinner together. It’s a lot easier to
negotiate after you develop a relationship.
In our profession, cold calls don’t work
well. But when you meet someone or have
a warm introduction, it makes it a lot easier
to talk and to do business together.

Atkins: | don't think it has ever been

more important to spend time in the
presence of your customer, your supplier,
your colleague, whomever. Digital
communication is a tool and has a

role. | just hope the personal aspect of
relationships is not an outdated concept.
For me, it's never been more apparent how
valuable it is. | value that time with people
so much more now. It's exponentially more
valuable to me in terms of things gained

and things given.

Chin-Dennis: Even my teenage kids, they
want to go overseas and travel abroad.

For me, taking them back to Malaysia
where | came from was an eye-opener for
them. That was their first experience, and
now they want to go. It's the power of the
human touch. Social media has a purpose,
so does email, but | still call my clients. |
still go and see them.

Atkins: Can you imagine your friends,
your family, your clients, in a far part of the
world just reading the headlines coming
out of this country, with the change in
administration and the various political
views, and trying to understand what this
all means without some discussion? For
example, what does a Mexican citizen with
family in the US think about a wall......will

| ever see my family again? If you didn’t
have a personal relationship with people
to say, ‘I know this is what you're hearing
but this is really what we see happening,
the confusion could change relationships,
business and personal.

Chin-Dennis: They're petrified.

Atkins: Right. That’s why | want to sit
down with them face to face and say, ‘Our
relationship is going to be fine” And assure
them that the way we work together in
business or enjoy each other as friends
and family.... that it is going to be OK. If |
sent that as an email or just let them read
the headlines, | have no idea what they
would be thinking. They may be thinking
about changing a lot of things based on
what they hear.

McGrain: Do you think those perceptions
will negatively impact foreign investment
in the U.S.?

Chin-Dennis: Not necessarily. There’s
a lot of historical goodwill as far as the
U.S. is concerned, with our involvement
in World War Il and in South Korea. Plus,
people want American products. Asia-
Pacific countries are importing Oregon
organic food products, our blue-berries
are exported to Korea, our potatoes to
Vietnam.

Cheung: Plus the U.S. dollar has been
strong, Chinese companies have been
acquiring U.S. companies and real estate
properties at a record rate. With the
slowdown of their economy, Chinese
companies are looking for ways to
supplement their growth and bring in new
technology to the country. Oregon has
been a beneficiary of these acquisitions,
particularly in the energy, clean
technology and food product industries.

McGrain: From an investment
perspective, what are the major
differences that American companies
should know about China?

Cheung: In China, most companies

have two sets of books. They have a

set of books for income tax purposes

and another set for internal reporting
purposes. It's just not the way we do
business here in the U.S. That's why it is so
important to conduct the appropriate due
diligence. But | do think China is changing.
The new administration has done a great
job with its anti-corruption campaign,
which has had a notable impact on the
way that business is conducted there.

McGrain: How do we attract foreign
investors from China? And how do we
encourage them to choose Oregon over
other states?

Chin-Dennis: Oregon needsto do a
better job of outreach. They need to be
more formal in their outreach and to sell
the Oregon story.

Atkins: In Virginia, where | live, several

of our past governors have been very
deliberate in reaching out to other
countries and saying, ‘We want you to
bring your business to Virginia. They
make regular trade trips, with a specific
purpose, with the message that we want
you in Virginia. | think Oregon could look
at its many resources and industries, its
strengths, and make those same kinds
of efforts with other countries. In 2013,
China's largest pork producer bought
Smithfield Foods, which is based in
Virginia. That was a controversial deal,
with a lot of concern at the time around
quality, food safety and its effect on food
supply here. It would appear that WH
group has met all of its commitments

to Smithfield, the state, the US and

the various regulatory bodies...a good
example of how such countries as China
can be approached for investment.

Chin-Dennis: The sophisticated
purchaser or acquirer, they know

what they have to do to meet U.S. and
international standards in order to be
competitive in the international arena
and they would try to do a good job with
meeting the higher standards

Cheung: Our state government should
continue to reach out to other countries
and provide tax incentives for foreign
investment. The Pacific Northwest is
already known as an international hub
for global businesses, especially those
operating in Asia Pacific. It is beneficial
for us to continue to maximize this global
business practice by attracting direct
investment from China.

McGrain: What kind of advocacy
should businesses be engaging in with
Washington?

Chin-Dennis: It’s really important to get
in touch with our legislators. Make the call,
send the letter or the email. Don’t sign the
blanket canned statement. The calls and
letters from non-organized individuals and
businesses are being tracked, and they
make an impact. The bulk of the Oregon
businesses being affected by international
trade policy are small and medium-sized
enterprises (SMEs). People think of Nike
and Intel, and while they are so important,
90 percent of the businesses that do
business in China and the Asia-Pacific

are SMEs, like the hay farmer in southern
Oregon or the organic food companies.

McGrain: What role can the government
play in improving U.S. firms’ ability to
compete in global markets?

Chin-Dennis: We need to have the
Export-Import Bank re-engaged with our
international businesses and to support
our exports.

Atkins: There are four things | would
mention. First, is corporate tax policy, from
an overall standpoint. We need to have a
competitive tax structure. The second is
tax policy in the US favors imports over
exports. This could be more balanced.
Third, be willing to support industries in
the same way other countries support
specific industries in their best interests.
There has to be a balance between these
first three items too, since you cannot
afford to give tax breaks and support
without some level of coordination. Lastly,
we are the only major world economy
without a functional export bank. The
Export-Import Bank has not been fully
functional since 2014 and | would like to
see it restored with a more balanced eye
towards imports and exports.

Contact Anne Van Gordon at 503-219-3406 or avangordon@bizjournals.com.
Future topics to include tourism, diversity and commercial real estate.



