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The strategic dilemma

Pakistan is exposed to the rivalry from multiple directions — but the
paper argues that exposure does not require exclusive alignment.

ECONOMIC DIPLOMATIC

Trade access, supply chains, Pressure over Taiwan, the South
investment uncertainty and

technology fragmentation.

A complex South Asian
environment and security
responsibilities around CPEC.

China Sea, sanctions,
technology controls and Indo-
Pacific security.

Pragmatic strategic balancing + diversification + stronger
domestic capacity
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/ RESEARCH DESIGN

Questions, objectives & method

SCOPE

RESEARCH OBJECTIVES

* Examine foreign-policy effects
e Assess China & U.S.
relationships

e TIdentify economic, diplomatic
& security challenges

* Examine CPEC implications

* Propose autonomy-preserving
options

RESEARCH QUESTIONS

RQ1 Foreign-policy impact?
RQ2 Economic challenges?

RQ3 CPEC implications?

RQ4 Diplomatic & security
pressure?

RQ5 What balancing strategy?

Developments available up to September 2026

METHODOLOGY

Qualitative analytical approach

Secondary sources: official
statements, international
economic data and geopolitical
research.

Comparative analysis of
Pakistan’s relationships with
both powers.
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US-China competition is multi-dimensional

TRADE TECHNOLOGY

US—-CHINA

STRATEGIC
COMPETITION

GLOBAL INSTITUTIONS

For Pakistan: trade, technology choices, investment and regional
security can be affected even without direct involvement.
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Two relationships — different strategic value

CHINA

All-Weather Strategic Cooperative
Partnership

Politics & diplomacy
Defence & security
CPEC & infrastructure

Trade, investment & connectivity

UNITED STATES

A significant economic & diplomatic
relationship

Major-market access
Trade & investment
Technology opportunities

Education & wider engagement
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Economic opportunity — geopolitical
%I%Igsc:alfntg'ev g'ntglgine of commercial connectivity, but rivalry can cause
projects to be interpreted through a geopolitical 1lens.

INFRASTRUCTURE ' ENERGY ' INDUSTRY ' LOGISTICS ' TECHNOLOGY

Maximize CPEC’s economic/commercial character and encourage wider international
participation.
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06 / ECONOMY

Where the pressure could land

TRADE ACCESS SUPPLY CHAINS

U.S. market importance + China’s role in Disruption and restructuring may create both risks
infrastructure/investment and opportunities

TECHNOLOGY INVESTMENT

Fragmentation can raise costs and complicate digital Geopolitical uncertainty can influence investor
development confidence

DOMESTIC CAPACITY

Infrastructure, regulation, skills and political
stability shape outcomes
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The cost of choosing sides

As rivalry intensifies, Islamabad’s room for manoeuvre becomes more
valuable — and more difficult to preserve.

Taiwan
BALANCING PRINCIPLE

South China Sea -
A closer alignment

with one power
can damage
relations

with the other.

Technology controls

Sanctions & trade restrictions

Indo-Pacific security
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/ GEOSTRATEGY

Gwadar and the security

GWADAR

* Arabian Sea location gives it strategic
significance.

e Pakistan and China emphasize regional
connectivity.

* Strategic importance does not automatically mean
military use.

e Commercial productivity and international
perceptions are central.

environment

SECURITY IMPLICATIONS

* South Asian security involves China, India,
Pakistan and the United States.

* CPEC projects create security responsibilities.
* Incidents affecting Chinese personnel or
infrastructure can spill into the wider diplomatic
and economic environment.
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09 / STRATEGIC AUTONOMY

The strategic objective

Strategic autonomy means retaining enough freedom to make foreign-
policy decisions according to national interests.

PARTNERSHIP ENGAGEMENT CAPACITY

Work with China on strategic, Preserve constructive relations Build domestic economic,

economic and defence priorities. with the United States and other technological and institutional
major economies. strength.

AVOID EXCLUSIVE ALIGNMENT
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What the study concludes

STRUCTURAL EXPOSURE

CPEC DUALITY

DIVERSIFICATION

HARDER BALANCING

DOMESTIC STRENGTH

Pakistan cannot fully insulate itself from US-China competition.

CPEC is both an economic opportunity and a geopolitical sensitivity.

Fconomic diversification is essential to resilience.

Diplomatic balancing will become more difficult as rivalry
intensifies.

Strategic autonomy ultimately rests on economic and institutional
capacity.
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11 / POLICY

A resilience-first strategy

DIVERSIFY EXPORT MARKETS COMMERCIALIZE CPEC

Reduce vulnerability to shifts Strengthen commercial and

in any single market. economically sustainable
activity.

KEEP U.S. ENGAGEMENT OPEN AVOID FRONTLINE STATUS

Maintain constructive relations Do not let Pakistan become a

without abandoning China. theater for great-power
confrontation.

ATTRACT THIRD-PARTY
CAPITAL

Encourage wider international
participation in investment.

BUILD DOMESTIC CAPACITY

Strengthen economic,
technological and institutional
foundations.
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12 / CONCLUSION

Turn geopolitical relevance

benefit
PRAGMATIC

STRATEGIC BALANCING

Strong China ties

+ diversified trade & investment

+ stronger domestic capacity

into sustainable

BOTTOM LINE

Pakistan’s ability to
navigate the rivalry
depends ultimately on
the strength of its
own economy and
institutions.

13

US-CHINA CONFLICT / PAKISTAN



Selected references from the research paper

Government of Pakistan, Ministry of Foreign Affairs — Joint Statement between the People’s Republic of China and
the Islamic Republic of Pakistan, May 26, 2026.

Office of the United States Trade Representative — Pakistan-U.S. Trade Relations, 2026.

Government of Pakistan, Ministry of Foreign Affairs — Joint Press Communiqué of the Seventh Round of China-
Pakistan Foreign Ministers’ Strategic Dialogue, 2026.

Council on Foreign Relations — China’s Belt and Road: Implications for the United States.
Center for Strategic and International Studies — Gwadar: China’s Potential Strategic Strongpoint in Pakistan.
International Monetary Fund — Pakistan and China economic consultation materials.

14

US-CHINA CONFLICT / PAKISTAN



