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OEM Manufacturing and Trademark 
Infringement in China: Latest 
Developments
Paolo Beconcini

Dr. Paolo Beconcini heads the China Intellectual 
Property team at Squire Patton Boggs spanning 
over several offices, including Beijing, Shanghai, 

Hong Kong and Los Angeles. Paolo consults 
companies seeking protection for their IP rights 

in China and legal action against infringers, 
advising on issues of law and enforcement, 

conducting evidence gathering and piloting their 
cases through the Chinese legal system. Paolo 
also manages the trademark, copyright and 

design portfolios of European and US clients, 
conceives and implements IP litigation strate-
gies, regularly appears in Chinese courts and 

attends IPR administrative and police raids on 
counterfeiters.

Introduction

For years, Western companies have relied on 
Chinese factories to manufacture their products at 
low cost and export them back to other markets and 
sold with high margins of profit. This is commonly 
referred to as OEM manufacturing, where OEM 
stands for Original Equipment Manufacturer. This 
has been for decades the main drive for China’s indus-
trial and economic development and it earned China 
the nickname of “World’s Factory”. In recent years, 
things have changed. China is now a market with 
hundreds of millions of consumers buying foreign 
products online or traveling and shopping abroad, 
while cheap manufacturing is moving elsewhere, 
replaced by High-Tech businesses. In this evolving 
socio-economic landscape, OEM manufacturing and 
a solely export-oriented economy have lost their pre-
eminence in the government policy-making. China is 
moving toward a further integration of its economy 
into the global capital system by switching from 
cheap manufacture to the export of high-tech prod-
ucts founded on research and protected by intellec-
tual property. Aside from the already renown “Belt & 
Road” initiative, China has recently launched “Made 
in China 2025”, a new grand plan to showcase China’s 

own brands and industries to the world and move 
away from being the world’s “factory” to an economy 
producing higher value products and services. In 
order to achieve this goal, China has been actively 
acquiring foreign technology through various means, 
while gearing up its internal IP protection system to 
favor Chinese IP holders, making the infringement 
and defense of intellectual property a key point of 
dispute between China and the United States in 
particular.

This policy change embodied in the “Made in 
China 2025” program, is also reflected in the recent 
legal developments concerning the relation between 
OEM manufacturing and trademark infringement. 
This article will explore the evolution of such rela-
tion and will comment on the most recent leading 
decision on this topic issued by the Supreme People’s 
Court this October 2019.

OEM Manufacturing and 
Trademark Infringement

First of all, China is a first to file country, where 
IP rights are owned by those who register them first. 
It is therefore not uncommon, that a Chinese OEM 
may be manufacturing products upon commission 
of foreign clients, which bear a trademark that has 
already been registered in China by another person 
or entity. In the most typical case, the commissioning 
party owns that very same trademark in the country 
of destination of the OEM products. The question is 
whether affixing such trademarks of others by the 
OEM on such products meat for export constitutes 
an act of infringement of the third party’s registered 
rights in China.

Neither the Trademark Law of China, nor its 
implementing regulations provide an answer to this 
question. Therefore, the task of addressing this issue 
has been left to the People’s Courts. For a long time, 
courts adopted conflicting interpretations. Some 
courts deemed that affixing registered marks of oth-
ers on products meant for export to a country where 
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the consignee owns those same trademarks was not a 
“use” of the trademark in China and therefore could 
not cause confusion among the relevant Chinese pub-
lic. Others held the opposite position. In 2015 and 
again at the end of 2017, the Supreme People’s Court 
stepped into the debate and issued a judgment that 
formed mandatory precedents to all civil judges fac-
ing the same type of issues.

The Pretul (2015) and the 
Dong Feng Cases (2017)

In 2015, the Supreme Peoples’ Court issued a 
landmark ruling on this issue, known as the Pretul 
case (Fokker Security Products international Limited 
v Pujiang Ya Huan Locks Co. Ltd.). The case reviewed 
by the court concerned a custom seizure action about 
the export of a number of products manufactured 
by the OEM of a foreign company. In this case, the 
holder of the Chinese mark affixed on these prod-
ucts meant for export claimed that this was an act 
of unauthorized sale of its registered mark and was 
therefore infringing its exclusive right. The Court 
eventually disagreed with this opinion and carved 
out the conditions and limits for an OEM to raise 
a successful defense against an infringement claim. 
In particular, the court concluded that, present the 
following conditions, an OEM act of manufacturing 
does not constitute a trademark use in the sense of 
the Chinese trademark Law and cannot therefore be 
an infringement:

• the OEM was authorised to make the products by 
a foreign company;

• the authorization was clearly limited to the man-
ufacturing for the sole purpose of exporting the 
products abroad;

• the foreign party owns a valid right on the marks 
affixed on the commissioned products in the 
country of destination.

A more recent judgement of the Supreme People’s 
Court in December 2017, further confirmed the 
Pretul exception, but added an additional probatory 
burden to the OEM. In the case “Shanghai Diesel 
Engine Co. Ltd v Jiangsu Changjia Jinfeng Dynamic 
Machinery Co., Ltd.” (Dong Feng), the plaintiff’s 
trademark “DONG FENG and Chinese Characters” 
had been recognized as well-known in China. At the 
same time, the products under the “DONG FENG” 
mark, were manufactured upon commission of an 
Indonesian company who had registered an identi-
cal mark in Indonesia in 1987. In this case, the lower 

court had found for infringement stating that the 
OEM duty of care stretched to examine and find out 
the well-known status of the mark “DONG FENG” 
and to determine whether the Indonesian mark had 
been filed in bad faith. The Supreme People’s Court 
rejected this view and concluded that the reasonable 
duty of care should be deemed discharged when 
the OEM manufacturer has verified the trademark 
rights of the foreign purchaser, unless there is evi-
dence proving the contrary. In practice, this duty is 
discharged once the OEM receives from the con-
signee a copy of the relevant trademark certificates 
in the countries of destination. Overall, Dong Feng 
restated the teaching of Pretul by confirming that 
once it is proved that the products are only meant 
for export, this will not infringe the relevant trade-
mark because there is no use of this trademark in 
China among Chinese consumers. Therefore, they 
won’t be confused by the act of manufacturing that 
is confined to a factory and then the result is sealed 
and immediately shipped outside China.

Inversion of Direction in 2019
On October 14, 2019 the Supreme People’s Court 

published a judgment issued on September 23, 2019 
in the case Honda Motor Co., Ltd. v. Chongqing 
Hengsheng Xintai Trading Co., Ltd. et Chongqing 
Hengsheng Group Co., Ltd. [Min Gao Fa Zai No. 
138/2019] (Honda). In this judgment, the Supreme 
People’s Court has come back to the OEM manufac-
turing exception, giving the whole matter a second 
thought and reaching conclusions that overcome 
Pretul and Dong Feng.

In this case, Honda Motors, the owner of “HONDA” 
trademarks in class 12 in China, sued the defendants, 
Hengsheng Xintai and Hengsheng Group for having 
accepted an OEM order from a Myanmar company, 
Meihua Company Limited (Meihua), to manufacture 
220 sets of Motorcycle parts and export them to 
Myanmar bearing a mark similar to the “HONDA” 
marks in China. In particular, Meihua is the licensee 
of a registered Myanmar trademark “HONDAKIT” in 
class 12. The parts manufactured in China, however, 
were bearing a trademark “HONDAKit”, where the 
word HONDA was highlighted in capital letter and in 
red color, unlike the simple wordmark “HONDAKIT” 
in Myanmar.

The Supreme People’s Court found that:

1. The relation between the Myanmary Meihua and 
the defendant Hengsheng group was that of an 
OEM arrangement.
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2. There, however, can be trademark use in the 
sense of the trademark law also in case of an 
OEM arrangement during the processes of 
manufacturing and attaching trademark in 
the factory in China.

3. Therefore, such use can be scrutinized as to 
whether it is infringing. To determine such OEM 
use as infringing, the involved enforcer will have 
to determine whether it can cause confusion 
among the relevant public in China.

4. The relevant public standard to determine 
“confusion” in the trademark use analysis 
also includes operators of businesses related 
to the products. Products involved in an OEM 
arrangement can still be accessed by the rel-
evant public of the PRC either online or when 
traveling abroad.

5. Likelihood of confusion is the test, actual confu-
sion or actual access to products is not required.

In sum, Pretul and Dong Feng have been overruled. 
While in the prior jurisprudence of the Supreme 
People’s Court OEM manufacturing was always pre-
sumed not to be a “use” of a trademark in the sense 
of the Trademark Law, in Honda, this presumption 
has been flipped around. After Honda, the OEM may 
face infringement liability even if it was licensed by 
the foreign client to manufacture for export purpose 
only, and the foreign client can prove he validly 
owns the same mark in the country of destination. 
As long as the Chinese right holder can prove that 
the affixing of the marks in that specific case has the 
ability to create confusion among the relevant public 
in China, the OEM will have infringed the Chinese 
Trademark Law.

At the heart of this inversion is a reinterpretation 
of the role of OEM manufacturing in the current 
Chinese economy and development planning. In 
the past, when OEM manufacturing was the main 
driver for economic development, China needed to 
secure it from any risk of disruption. With Pretul, 
the court had insulated OEM manufacturing from 
being challengeable under the Trademark Law. 
After Honda, OEM manufacturing is open to trade-
mark infringement claims under the relevant provi-
sions of the Trademark Law of the PRC. The court 
has expressly recognized that in the new economic 
context and in light of new government policies, 
it is no longer justifiable to put OEM manufactur-
ing automatically above the trademark law and 
that other interests, such as those of the consum-
ers or other right holders (including Chinese right 
holders) are to be weighed into the infringement 
equation.

The Proof of Confusion

For the holder of a Chinese trademark, these can be 
good news. Unlike Pretul, he will have now a chance 
to stop the OEM from exporting those products and 
pay compensation in spite of the latter fulfilling all 
the Pretul criteria. In order to succeed, the right 
holder, however, must still prove that the OEM act 
of affixing his trademark on the commissioned prod-
ucts, can cause confusion among the relevant Chinese 
public for that type of products. Although Honda 
does not require the proof of an actual “confusion”, 
this is still a difficult task. In OEM cases, there are no 
direct end users of those products in China because 
the OEM products are meant to be directly shipped 
abroad. How could this use then cause confusion? In 
order to lighten the burden of proof of the Chinese 
right holder, the Court has stretched the scope of “rel-
evant public”. In particular, the Court has stated that 
Chinese users of the kind of products in question can 
theoretically see and buy them online or when they 
travel abroad. In both cases, it is abstractedly possible 
that the exported OEM production may find its way 
back to China. The court has stressed out the fact that 
nowadays Chinese people have access to the Internet 
and are online shoppers as well as travel abroad 
more often than before. Furthermore, the Court in 
Honda has added that when determining the relevant 
public, we should not only look at the end user of the 
product, but, in case of spare parts like in Honda, 
to the intermediate users, i.e., the people involved  
in the export logistic or any other person involved in 
the business of these spare parts. This will therefore 
help right holder in China build a case of “confusion” 
against an OEM.

Is There Any Room for an 
OEM to Defend Itself after 
Honda?

Although it is going to be a much tougher battle 
than it was under Pretul, an OEM still has defenses. 
First of all, the OEM must fulfill the Pretul standards. 
This is in fact the starting point. Without an order 
from a foreign right holder (i.e., a foreigner that 
legitimately owns that same mark in the country of 
destination), the manufacturing and the export of 
the trademarked products would be an act of open 
infringement by counterfeiting.

Furthermore, there must still be at least a high 
similarity or identity between the foreign trademark 
affixed on the goods and the one registered in China 
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by the third party. In Honda, the OEM affixed a mark 
that was different from that registered by the foreign 
consignee in Myanmar and was more similar to that 
owned by Honda Motors in China. Had the defendant 
used the mark in the exact font and type as the one 
registered in Myanmar, they may have had a better 
chance to argue for non-identity of the marks in dis-
pute. Therefore, mark similarity may be a defense line 
depending on the specific case. Eventually, in Honda, 
the court found for infringement because the mark 
“HONDA” in class 12 in China was recognized to be a 
well-known mark. This teaches us that the likelihood 
of infringement increases with the degree of notoriety 
of the Chinese mark. OEMs will therefore have a good 
chance of repelling attempts at enforcement of those 
Chinese marks that are little or not used by their hold-
ers in China and have not built any reputation among 
the relevant Chinese public. In that case, it is obvious 
that there won’t be any risk of confusion.

OEM may also try to build a defense around the 
delimitation of “relevant public” in each specific 
case. Although the Honda interpretation of relevant 
public is rather broad and favors the Chinese right 
holder, it cannot stretch without limits and the facts 
of the case may offer natural and logical limitation 
to the creation of that test, which may help the OEM 
prove that there cannot be confusion in that specific 
case.

Conclusions

So, what is the practical impact of this decision? 
Certainly, it will make the holders of a registered 
trademark in China more inclined to sue an OEM 
once they find out it is manufacturing products with 
that trademark even if upon a legitimate commission 
by a foreign party. It is also clear that any adminis-
tration (e.g., Customs, MSA, or Police) or civil court 
called upon in a trademark enforcement action, will 
be less inclined to apply a blanket OEM exception 
as in Pretul. The HONDA decision seems to provide 
now an assumption that OEM manufacturing is a 
trademark use and therefore potentially infringing as 
long as the China trademark holder can prove confu-
sion of the relevant Chinese public. We can expect an 
increase of this type of litigation in the near future 
and an increase in the cases favorable to the Chinese 
right holder rather than the OEM and its foreign 
partners.

It is clear that the courts in particular, will be keen 
to implement this new jurisprudence in light of the 
final policy goals set forth in the “Made in China 
2025” agenda. Likely, the ongoing trade wars will 
make judges even more sensitive about their policy 
enforcing role when confronted with OEM manufac-
turing cases of trademark infringement. It seems that 
a new IP front has now been opened!
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International
Dr. Paolo Beconcini

Changes in  
Chinese 
Trademark and 
Trade Secret Laws 
Address Concerns 
of Western 
Countries

Recent cases of trademark theft 
involving Chinese employees of US 
companies and China’s ever rampant 
phenomenon of trademark squatting 
have emerged as very critical areas of 
dispute between China and several 
Western countries. On April 23, 2019, 
two new sets of regulations were 
adopted by China’s State Council 
addressing these concerns. Both 
introduce more effective legal tools 
to protect foreign IP assets in China. 
One set enables the Chinese trade-
mark office to do more preventive 
clean-up work of fraudulent trade-
mark applications, while extending 
the liabilities of squatters and their 
filing agents. The other set provides 
for a more severe punishment of the 
infringers while lightening the right 
holder’s burden of proof, thus mak-
ing it easier to bring cases of trade 
secret violation to justice.

Below is a breakdown of the new 
provisions and the time of their 
entry into force.

The Major Changes 
to Trademark Law 
(Effective Nov. 1, 
2019)
The Bad Faith Boon

China is a first-to-file trademark 
system. In recent years this, among 

other factors, has allowed for the 
proliferation of professional squat-
ters, i.e., companies, trademark 
agents, and individuals that file the 
unregistered trademarks of others 
in bad faith with the sole intent of 
holding them ransom. Until now, 
there were no provisions mak-
ing it harder for squatters to file 
such malicious trademark applica-
tions. The China Trademark Office 
(CTMO) required only minimal 
personal information from the 
applicant, but no proof of his/
her intent to use the filed mark in 
a legitimate business. Most legisla-
tion thus far has focused on making 
remedies for recovery more acces-
sible and effective or on defusing 
the risks of trolling by squatters. No 
provisions in the current law outline 
procedures and requirements to 
prevent fraudulent acts in the first 
place.

In the absence of ad hoc legisla-
tion, CTMO and the Chinese IP 
Courts began to identify certain 
filing and registration patterns (fil-
ing of unreasonably high amounts 
of trademarks, nonuse of the regis-
tered marks, attempts at resale with-
out use, etc.), and admitting them 
as presumptions of bad faith on 
the part of the applicant in oppo-
sition and invalidation procedures. 
However, no changes were adopted 
by the Office in the examination 
of applications with the intent of 
vetting and filtering genuine from 
malicious ones.

The new trademark law now 
attempts to put in place provisions 
that will allow trademark examin-
ers to conduct some vetting of new 
applications to identify whether 
they belong to an illegal filing pat-
tern. This will allow examiners 

to reject these applications and 
avoid additional expense to legiti-
mate right holders and the various 
CTMO offices, which can become 
backlogged by bogus cases that take 
time and resources away from seri-
ous matters.

A. Preventive Measures
against Squatters

Under the old law, there are few or 
no documents an applicant needs to 
file to prove its status or intention to 
use a mark in China. Sole individu-
als with no businesses are allowed 
to file hundreds of marks with no 
need to provide a copy of a business 
license or proof of business activi-
ties related to an intent to use.

Once the new trademark legisla-
tion goes into effect, examiners 
will be able to research and verify 
application patterns and to request 
applicants to supplement evidence 
of  their intent to use. In particu-
lar, the law will provide that an 
applicant filing for the registration 
of  a trademark will have to prove 
that he or she runs an actual busi-
ness and has a business need for 
such a registration. When making 
such determination, the applicant 
and its filing agents must abide 
by the principle of  good faith and 
shall not engage in filing “abnor-
mal applications”. In particular,  
and aside from filing marks of 
others that are known or have a 
certain reputation in China, an 
application is also considered 
abnormal if:

• It is one of many other applica-
tions filed by the same individ-
ual or entity in a short period
of time, all together being in
excess of the business needs of
the applicant.

• If  the applicant has shown no
intention of using the trade-
marks, or if  there is no actual
need to obtain the right to
exclusive use of the trademark
on given goods and services.
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To ensure concrete implementa-
tion of the above provisions, the 
applicant will be required to submit 
relevant evidence and explain the 
reasons for his or her application. 
Where there is no justified reason 
or the evidence is insufficient, the 
application will be rejected. If  the 
application still slips through this 
preliminary vetting, the lack of 
“explanation” will be evidence of 
bad faith and a ground for invali-
dation of the unlawfully registered 
mark.

B. Identifying Bad Agents

It is very common in China to see 
trademark agents acting as squat-
ters in their own interest or on 
behalf  of others. In China, there 
are no special requirements for the 
registration of a trademark agent. 
Therefore, there are myriad small 
agents whose work quality and ethic 
are beyond regulation. In order to 
ensure effective implementation of 
the above provisions, trademark 
agents engaging in any unusual act 
of applying for trademark regis-
tration shall be blacklisted and, in 
serious cases, their license may be 
suspended.

Another provision of the law pro-
vides that, in case a trademark agent 
has knowledge of filing of abnor-
mal applications, the agent should 
act in good faith and refuse to pros-
ecute such filings. If  the agent does 
not exercise such restraint, he or she 
may have to rectify the work done 
and could be subject to disciplinary 
measures.

Additionally, applicants in breach 
of the above provisions may lose 
privileges such as the right to obtain 
government incentives or rewards, 
or such rewards or incentives may 
be revoked if  already granted. In 
severe cases, the applicant may also 
face criminal liabilities.

Any organization or individual 
may report to the state intellectual 
property office any abnormal appli-
cation for trademark registration. 
Where the state intellectual prop-
erty office receives a report or finds 
any abnormal application for trade-
mark registration, it shall deal with 
the case in accordance with the law 
without delay.

Damages 
Compensation

In addition, the new trademark 
amendment introduces significant 
changes concerning the section of 
the law on damage compensation. 
In particular, punitive damages for 
recidivists have been raised from 
1–3 times to 1–5 times the illicit 
profit, while the upper limit for stat-
utory damages has been raised from 
RMB3 Million to RMB5 million. 
This confirms a new trend in trade-
mark litigation in China, whereby 
courts are no longer so tight when 
determining damage compensation. 
It will be more and more common 
to see higher damages than in the 
past.

All the above changes are benefi-
cial to foreign rights holders. It will 
lighten their burden when recov-
ering stolen marks and will allow 
them to look at civil litigation as 
a viable and effective tool to stop 
infringement—thanks to the higher 
chances to obtain a fair liquidation 
of their damages.

The Major 
Changes for Trade 
Secrets (Effective 
April 23, 2019)

The new amendment on trade 
secrets expressly includes “com-
mercial information” other than 

“technical or operational” infor-
mation in the trade secret defini-
tion, thus removing any lingering 
doubt as to the scope of  what con-
stitutes trade secret. At the same 
time, the law has expanded the 
definition of  infringer. Whereby 
the previous norm only referred 
to business operators, the new law 
defines the infringer as “a busi-
ness operator or any other natural 
person, legal person or unincor-
porated organization.” This will 
eliminate doubts about whether, 
for example, a single person hack-
ing for resale of  stolen secrets is a 
business operator. In this respect, 
the law has further listed “hacking” 
as a specific conduct in violation of 
trade secret.

In addition, the new amendment 
lightens the burden of  proof  of  the 
victim of  a trade secret violation by 
providing a relative presumption 
of  infringement. The lack of  such a 
presumption in the past was a seri-
ous obstacle that often-restrained 
foreign right holders from taking 
legal action in China. Under the 
new rules, if  the rights holder can 
make a prima facie showing that 
measures were taken to protect the 
confidentiality of  its commercial 
secrets, and can reasonably indi-
cate that such commercial secrets 
were misappropriated, the accused 
will have the burden to prove that 
the claimed commercial secrets 
claimed do not fall with the scope 
of  commercial secrets. In other 
words, the accused must prove 
that the secrets were legitimately 
acquired.

The new amendment also intro-
duces changes to the law on damage 
compensation. In particular, puni-
tive damages for repeating infring-
ers have been lifted from 1 to 3 times 
the illicit profit to 1 to 5 times the 
same, while the upper limit of statu-
tory damages has been raised to 
RMB5 million.
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Conclusions

All these changes are favorable to 
foreign IP holders in China, no mat-
ter whether they have been forced 
upon China by foreign political 
pressure or the natural outcome of 

a willing process of change started a 
few years back.

Dr. Paolo Beconcini, a Senior 
Intellectual Property Consultant 
at Squire Patton Boggs - Beijing, 

China, has been running successful 
coordination of both brand 
protection and product liability 
programs in China and worldwide 
for consumer goods manufacturers. 
He can be reached at Paolo.
Beconcini@squirepb.com. 



China Trademark O�ce Attempts
to Curb Bad Faith Filings

On February 12, the China Trademark O�ice
(CTMO) published a dra� regulation titled “Several
Provisions on Regulating the Application for
Registration of Trademarks” for public comment.
This dra� is the first attempt at providing a vetting
system to spot and reject fraudulent trademark
applications by malicious squatters and punishing
bad actors and their trademark agents for such
activity.

The Bad Faith Boom

China is a first-to-file trademark system. In recent years this, among other factors, has allowed
for the proliferation of professional squatters, i.e. companies, trademark agents and
individuals that file the unregistered trademarks of others in bad faith with the sole intent of
holding them ransom. Until now, there were no provisions making it harder for squatters to
file such malicious trademark applications. CTMO required only minimal personal information
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from the applicant, but no proof of his/her intent to use the filed mark in a legitimate
business. Most legislation thus far has focused on making remedies for recovery more
accessible and e�ective or on defusing the risks of trolling by squatters. No provisions in the
current law outline procedures and requirements to prevent fraudulent acts in the first place.

In the absence of ad hoc legislation, CTMO and the Chinese IP Courts began to identify certain
filing and registration patterns (filing of unreasonably high amounts of trademarks, non-use of
the registered marks, attempts at resale without use, etc.), and admitting them as
presumptions of bad faith on the part of the applicant in opposition and invalidation
procedures. However, no changes were adopted by the O�ice in the examination of
applications with the intent of vetting and filtering genuine from malicious ones.

The February 12 dra� now attempts to put in place provisions that will allow trademark
examiners to conduct some vetting of new applications to identify whether they belong to an
illegal filing pattern. This will allow examiners to reject these applications and avoid additional
expense to legitimate right holders and the various CTMO o�ices, which can become
backlogged by bogus cases that take time and resources away from serious matters.

Preventive Measures Against Squatters

Under the current law, there are few or no documents an applicant needs to file to prove its
status or intention to use a mark in China. Sole individuals with no businesses are allowed to
file hundreds of marks with no need to provide a copy of a business license or proof of
business activities related to an intent to use.

Once the dra� legislation is approved, examiners will be able to research and verify
application patterns and to request applicants to supplement evidence of their intent to use.
In particular, articles 2 and 3 of the dra� provide that an applicant filing for the registration of
a trademark will have to prove that he or she runs an actual business and has a business need
for such a registration. When making such determination, the applicant and its filing agents
must abide by the principle of good faith and shall not engage in filing “abnormal
applications”. In particular, and aside from filing marks of others that are known or have a
certain reputation in China, an application is also considered abnormal if:

It is one of many other applications filed by the same individual or entity in a short
period of time, all together being in excess of the business needs of the applicant.

If the applicant has shown no intention of using the trademarks, or if there is no actual
need to obtain the right to exclusive use of the trademark on given goods and services.



To ensure concrete implementation of the above provisions, the dra� further provides that the
applicant shall be required to submit relevant evidence and explain the reasons for his or her
application. Where there is no justified reason or the evidence is insu�icient, the application
will be rejected. If the application still slips through this preliminary vetting, the lack of
“explanation” will be evidence of bad faith and a ground for invalidation of the unlawfully
registered mark.

Identifying Bad Agents

It is very common in China to see trademark agents acting as squatters in their own interest or
on behalf of others. In China, there are no special requirements for the registration of a
trademark agent. Therefore, there are myriad small agents whose work quality and ethic is
beyond regulation. In order to ensure e�ective implementation of the above provisions, the
dra� provides that trademark agents engaging in any unusual act of applying for trademark
registration shall be blacklisted and, in serious cases, their license may be suspended.

Another provision provides that, in case a trademark agent has knowledge of filing of
abnormal applications, the agent should act in good faith and refuse to prosecute such filings.
If the agent does not exercise such restraint, he or she may have to rectify the work done and
could be subject to disciplinary measures.

Additionally, applicants in breach of the above provisions may lose privileges such as the right
to obtain government incentives or rewards, or such rewards or incentives may be revoked if
already granted. In severe cases, the applicant may also face criminal liabilities.

Any organization or individual may report to the state intellectual property o�ice any
abnormal application for trademark registration. Where the state intellectual property o�ice
receives a report or finds any abnormal application for trademark registration, it shall deal
with the case in accordance with the law without delay.

Long Term E�ects

Once this dra� will enter into force, CTMO will be on the lookout for abnormal applications. In
this respect, the dra� will allow examiners to make use of all the necessary search and
statistical tools to identify abnormal applications and to start a verification process if they
receive reports of abnormal filings by third parties. The hope is to see the number of squatted
marks reduced within the next few years through automatic vetting of all applications.
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Considering the di�iculties CTMO already encounters in dealing with the huge amount of
yearly filings, the success of this legislative initiative will depend a lot on technology. The
introduction of digital searching tools and the use of artificial intelligence may be the key
factors in making such provisions e�ective and drastically reducing the amount of junk
applications still filed in China.

Given that companies and individuals can also report abnormal applications, thereby
triggering examiner intervention, we could soon see the emergence of private so�ware
products that may help agents and brand owners create such reports along the traditional
monitoring functions.
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The China Rules of Evidence Series – Online
Purchase of Infringing Products and Forum
Shopping in Trademark Infringement Cases
By Paolo Beconcini on July 5, 2018
Posted in China, IP Litigation, Trademarks

In China, to succeed in an intellectual property (IP)

infringement lawsuit, it is bene�cial to have the case

heard in a court that specializes in IP disputes (e.g., the IP

courts in Beijing, Shanghai and Guangzhou). Securing a

court that is away from the domicile of the infringer may

also be bene�cial, as it will reduce the risk of the court

being in�uenced by local factors, and and the unknown

legal environment will force the defendant to increase its

defensive efforts.

In China, IP infringement generally gives rise to tort-like claims. The jurisdiction for such suits is either the

domicile of the defendant or where the wrongdoing, or purchase, took place. Therefore, through a process of

forum shopping (i.e., acquiring a sample of the infringing product in the desired jurisdiction), the plaintiff

can determine where the IP litigation takes place.  Filing a suit where the infringing product was purchased,

rather than where it was manufactured, requires the plaintiff to �nd a third-party trader that sells the

infringing product in the desired jurisdiction and involve them in a purchase trap tied to the manufacturer.

However, what happens if there is no third-party trader selling the infringing product and the only way to

purchase the “evidence” is by placing an order online? Where is the place of the wrongdoing? Is there any

other rule that may apply to determine whether there is an alternative to the domicile of the defendant?

What if there is more than one defendant?
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In the past, Chinese case law has provided little guidance. Courts adopted different standards and, with

there being no binding precedents aside from the decisions of the Supreme People’s Court, judges have

adopted rather inconsistent positions. However, in the recent case Guangdong Martinel Clothing Co., Ltd.,

Zhou Lelun v. New Balance Trade (China) Co., Ltd. & Nanjing Dongfang Shopping Mall Co., Ltd., 2016 Supreme

People’s Court judgment No. 107 (Min Xia Zhong No. 107), the Supreme People’s Court �nally provided a

clear answer to the above questions. In particular, the Supreme People’s Court concluded that in a case in

which the evidence of a trademark infringement was purchased directly from the infringer/defendant

through an online transaction, the deriving civil lawsuit shall be alternatively subjected to (i) the

jurisdiction of the People’s Court where the infringing act was committed (including the place where the

damages were suffered), (ii) the jurisdiction of the People’s Court where the infringing commodities were

stored, sealed and detained, or (iii) where the defendant has its domicile.

The Martinel Case

In the Martinel case, New Balance Inc. sued two Chinese entities and one individual before the Nanjing

Intermediate Court, after having acquired evidence of their trademark infringements online from the city of

Nanjing. Two of the defendants, which were domiciled in Guangzhou, objected to the court jurisdiction. The

Nanjing court rejected the objection, espousing the line of arguments advanced by the plaintiff, New

Balance. In particular, New Balance had based its forum shopping on the provision of article 20 of the 2015

Supreme People’s Court Interpretation on China Civil Procedure Law. This norm allows the buyer in a

contractual dispute concerning the purchase of goods to sue the seller at the place of domicile of the buyer,

if the subject matter of the contract is delivered via the information network (place where the contract is

performed). New Balance argued that it had concluded contracts with the defendants and both had delivered

the goods via the internet to New Balance in Nanjing. Therefore, it was entitled to sue the defendants in

that city. By using the above provision, New Balance not only founded the jurisdiction of the court on its

Chinese domicile, but also uni�ed two originally separate infringements in one sole legal action. The

defendants appealed the court decision to reject their objection to jurisdiction with the Supreme People’s

Court.

The Supreme People’s Court overruled the decision of the court of �rst instance, stating that Article 20 of

the Supreme People’s Court Interpretation on China Civil Procedure Law is not applicable to a claim of

trademark infringement because the main evidence of infringement was purchased via the internet. The

court concluded that trademark infringement claims are tort claims and as such are only subject to the rule



on jurisdiction provided by Article 6 of the 2002 Supreme People’s Court Interpretation Concerning the

Application of Laws in the Trial of Cases of Civil Disputes Arising from Trademarks. This norm simply

re�ects the general principle of jurisdiction that is applicable to all tort cases: sue at the forum of the

domicile of the defendant or that of the locus commissi delicti

Conclusion

The decision of the Supreme People’s Court is binding on all People’s Courts and will put an end to disputes

over the purchase of evidence of infringement online and forum shopping. It will surely make it more

dif�cult for rights holders to build evidence acquisition strategies. In practice, when evidence of

infringement is purchased online from the infringer directly, it will be dif�cult to move the forum away from

the domicile of the defendant. The decision also held that in the case of separate infringements by

independent defendants, the plaintiff will have to �le separate lawsuits against each defendant unless a

competent court uni�es the different cases upon the consent of all involved parties.
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