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If you don't get regular trade updates, sign up here for CRA's

weekly Trade Update

UPDATE: The British Government released its negotiating

objectives for U.S. – U.K. trade talks Monday, March 2nd. 

More details in next week’s Trade Update.

Highlights

President’s Trade Agenda: The Trump

administration’s 2020 trade agenda includes

negotiating new trade deals with the U.K., EU and

Kenya while reforming the WTO, according to the

President’s 2020 Trade Agenda report.

U.S. – U.K. Trade: Trade talks could begin in the next

week or two as the U.K. government released its

negotiating objectives.  Prime Minister Boris Johnson

vowed that U.K. negotiators will “drive a hard bargain

to boost British Industry.”

China Trade: USTR and USDA announced concrete

steps that China has taken to fulfill commitments

under the phase one deal as the country and global

economy wrestle with the spreading coronavirus.

USMCA: The Canadian Parliament’s Committee on

International Trade passed USMCA this week.  Full

passage is expected in March or April at the earliest.

U.S. – India Trade: President Trump and Indian

Prime Minister Modi announced the start of formal

trade negotiations on a larger trade deal as the initial

ambitions of Trump securing a limited trade pact

during the visit evaporated.

 

Quote of the week: "Trading Scottish smoked salmon for

Stetson hats, we will deliver lower prices and more choice

for our shoppers."  Prime Minister Boris Johnson on U.S. –

U.K. trade talks.

USMCA

The USMCA cleared approval of Canada’s House

Committee on International Trade last week.  The

legislation moves back to the entire House for

consideration. See guide to Canadian legislative

process.  Ratification is currently expected in March or

April at the earliest.

 

After ratification by Canada, the three countries must

work to “check off” all the obligations outlined in the

deal that must be met before the deal can take

effect. Once they have completed all required

procedures, the countries will notify each other in an

exchange of letters. Then, it will enter into force on

the first day of the third month following the last

party’s written notification (i.e. Canada) or

approximately 60 days later – June 1st, July 1st, or

August 1st. 

Section 232 Tariff Actions

The American Institute for International Steel’s (AIIS)

legal challenge of the President’s use of tariffs under

section 232 regarding national security interests was

denied.  A three-judge panel at the U.S. Court of

Appeals for the Federal Circuit rejected a challenge of

the section 232 provision regarding national security-

based tariffs imposed by President Trump to restrict

steel imports. AIIS initiated the case in June 2018,

challenging the constitutionality of the delegation of

power under Section 232 of the Trade Expansion Act

of 1962. AIIS argued Congress cannot delegate its

legislative powers to federal agencies without giving

“intelligible” guidance on which to base its

recommendations, an idea known as the “non-

delegation doctrine."

 

Another case at the U.S. Court of International Trade

(CIT) remains under focus regarding the legality the

President’s authority levy import tariffs under section

232.  The CIT recently granted a Texas-based

importer a temporary restraining order against the

Trump administration’s tariffs on derivative steel and

aluminum products. The case sets up a trial where

the CIT will evaluate whether the duties are unlawful

 

The CIT’s ruling and review of Trump’s use of the 232

law may provide further impetus for several leading

lawmakers who have decried the 232 tariff actions.

Senator Grassley recently stressed that he remains

committed to developing a bipartisan, veto-proof bill

to rein in the President’s trade authority under section

232. Grassley has previously noted that a key step in

the process is a candid conversation with ranking

Democrat Senator Wyden to find common political

ground on the legislation.

Auto Tariffs

No significant updates on Congressional interest in

compelling the Trump administration to release the

232 report recommending tariffs on automobiles and

auto parts for national security reasons. Senator

Grassley previously called on the administration to

release the report but said the only response he got

was "a finger poked in [his] eye by the Commerce

Department." But, he added, "it's quite a different

thing when 535 members of Congress have said this

report ought to be released. So yes, I intend to

pursue it." He said his next step will be talking with

Sen. Ron Wyden (D-Ore.), the top Democrat on the

Finance Committee, to decide on the path forward.

 

Earlier in the year, the Department of Commerce

announced it would not release the Section 232 auto

report that concluded autos and auto parts imports

pose a threat to national security.  Commerce

released the following, "Consistent with the

president's signing statement for the appropriations

bill, the Secretary of Commerce is not releasing the

232 autos report because releasing it now would

interfere with the president's ability to protect

confidential executive branch communications and

could interfere with ongoing negotiations," a

department spokesperson said in a statement. The

decision was in part based on a Justice Department

opinion that said releasing the report would " risk

impairing ongoing diplomatic efforts to address a

national-security threat."

Section 301 Tariff Actions

Tech and IP Policies – China

 

The USDA and USTR issued a joint statement last

week reporting on several steps that China has taken

to begin implementing its agriculture-related

commitments under U.S.-China Phase One

agreement. The statement noted the following

Chinese actions since the agreement went into force

on Feb. 14, 2020: 

Signing a protocol that allows the importation of

U.S. fresh chipping potatoes (U.S. Chipping

Potatoes Protocol Announcement);

Lifting the ban on imports of U.S. poultry and

poultry products, including pet food containing

poultry products (Poultry and Poultry Products

Announcement);

Lifting restrictions on imports of U.S. pet food

containing ruminant material (Pet Food with

Ruminant Ingredients Announcement);

Updating lists of facilities approved for exporting

animal protein, pet food, dairy, infant formula,

and tallow for industry use to China;

Updating the lists of products that can be

exported to China as feed additives; and

Updating an approved list of U.S. seafood species

 that can be exported to China.

 

 

Chinese officials reiterated their intent to fulfill the

phase one agreement obligations, but that success

includes cooperation from the U.S. “First of all, we will

do our best [to increase purchases]; but the second

point is that the US must provide good products at

competitive prices,” said Wei Jianguo, former vice-

commerce minister.  He added that China’s promised

purchases of U.S. farm goods is not a “one-sided

obligation.” Wei emphasized that the Chinese

government cannot compel importers to purchase

U.S. products and that American firms must compete

for orders against the market. “We cannot exclude

Brazil or Argentina [in farm products trade] or cut

energy trade with the Middle East merely because

we’ve promised to import more from the US,” Wei

said.

 

Assessing impact of the coronavirus on China and the

global economy remains fluid as confirmed cases are

reported in over 40 countries.  Most trade and policy

officials are acknowledging the adverse impact on

China’s ability to fulfill its purchase commitment at the

outset of the phase one deal. Agriculture Secretary

Perdue said the U.S. must be “understanding” of the

potential impact of the coronavirus on Chinas trade

commitments. “If they’re really trying and it really just

blows the economy out of the water, then we would

have to be understanding of that.” “There are force

majeure type of things ... that I think you have to be

sensitive to,” Perdue continued. Notably the phase one

agreement text contains a disaster clause to allow for

delays: “In the event that a natural disaster or other

unforeseeable event outside the control of the Parties

delays a Party from timely complying with its

obligations under this Agreement, the Parties shall

consult with each other.”

 

Senate Finance Committee will hold a hearing

tomorrow, Wed., 3rd on Censorship as a Non-Tariff

Barrier To Trade at 10:30 am. 

The President's 2020 Trade Agenda

USTR released the President’s 2020 Trade Agenda

last Friday, outlining key trade policy objectives. The

report noted the continued theme of “America First”

in shaping U.S. trade policy and highlighted several

achievements by the Trump Administration on trade

priorities, including signing of USMCA, securing China

phase one deal, completing a phase one agreement

with Japan, and taking steps to reform the WTO.

According to the report, the Trump administration

plans to use 2020 to negotiate new trade deals with

the United Kingdom, European Union and Kenya

while pursuing WTO reform, among other trade

policy activities. A USTR fact sheet and the entire

report are available at

2020 Trade Policy Agenda and 2019 Annual Report

Fact Sheet: The President’s 2020 Trade Agenda and

Report

USTR Press Release

U.S. - Japan Trade Agreement

No significant updates on phase one U.S. Japan

trade pact. Commencement of negotiations on a

phase 2 or a comprehensive trade deal are

expected no earlier than May according to several

sources.

U.S. - EU Trade

EU trade chief Phil Hogan is working to get a deal

with the U.S. by March 18, he recently told

reporters. Hogan said he is preparing a package of

several provisions for European Commission

President Ursula von der Leyen to present to

President Donald Trump in the next few weeks.

Hogan indicated the Trump Administration’s pass last

week on further increasing retaliatory tariffs on

agricultural products in the long-running Airbus WTO

case was a positive sign that the U.S. is willing to

negotiate a deal.

 

Earlier USDA Secretary Perdue indicted the U.S. is

seeking major changes to the EU's standards for

plant and animal health and food safety including

combating Europe's geographical protections for

foods like feta cheese and restrictions on chemically

treated poultry, and other products. Purdue noted,

"We're not suggesting initially that tariffs have to be

on the table, but certainly the [food standards] have

to be addressed, and the non-tariff barriers, which

are a fairly formidable barrier to U.S. exports to the

EU."

 

USTR’s Agriculture Ambassador, Greg Doud would

not comment on the possibility of a limited U.S. –

EU deal before the March 18th increase in tariffs on

EU aircraft but expressed considerably angst with

the current training relationship.  "The word

'frustration' comes to mind," Doud said, when

contemplating the trans-Atlantic trade relationship.

"They sell us $15 billion more ag products than we

sell them. Don't you think we can do better than

that?"

 

As reported earlier, President Trump announced

raising the initial tariffs on EU aircraft to 15 percent

from 10 percent, effective March 18th, in

conjunction with the WTO Airbus case involving

tariffs on $7.5 billion of European imports. The

Administration passed on the opportunity to further

increase tariffs on other European products including

cheese, wine and whiskey, which remain at 25

percent, much to the relief of several business and

consumer groups. According to the White House

announcement, the revised tariffs take effect March

18, 2020.

 

Under Section 407 of the Trade and Development

Act of 2000 the initial retaliatory duties USTR

announced on October 18, 2019 under the WTO

dispute settlement process are subject to review

and revisions (i.e. carousel) every 180 days

afterwards. The retaliatory tariffs on $7.5 billion of

European goods were authorized under a long-

running  WTO case dispute over European

government launch aid for Airbus.

U.S.-U.K Trade Agreement

UPDATE: The British Government released its

negotiating objectives for U.S. – U.K. trade talks

Monday, 2nd.  More details in next week’s Trade

Update.

Amb. Lighthizer will hold preparatory talks with his

U.K. counterpart, Elizabeth Truss ahead of formal

negotiations on a U.S.-U.K. free trade agreement,

which U.S. business groups are eager to see.

"They're still feeling out what can get done in the

context of the U.S.-U.K. relationship," said Myron

Brilliant, the U.S. Chamber of Commerce's executive

vice president for international affairs. Brilliant said

the U.S. business community anticipates "a great

opportunity on the services side, on the digital side

and on the [intellectual property] side to codify very

high standards" in bilateral trade deal with the U.K. 

He emphasized that sticking points on agriculture in

the U.K. and government procurement in the U.S.

will complicate trade negotiations.

Liz Truss, U.K. Trade Secretary and Amb. Robert Lighthizer, U.S.

Trade Representative

 

Separately, Britain’s International Trade Secretary Liz

Truss told BBC, "We will not diminish our food safety

standards and we will also not put the NHS on the

table, or the price the NHS pays for drugs on the

table." "Those are two very clear red lines in our

trade deal."

Amb. Lighthizer will give a speech on Monday, 2nd at

the Oxford Union, where he could spell out U.S.

hopes for both the U.K. trade deal and ongoing talks

with the EU.

U.S-U.K. trade talks could start in the next few weeks

according to U.K. sources. "We have the best

negotiators in the business and of course, we’re going

to drive a hard bargain to boost British industry,” said

U.K. Prime Minister Boris Johnson regarding U.S.

trade talks.. Johnson vowed to “vigorously protect”

the Britain’s public services including health care and

the deal will aims to maintain the U.K.’s “high

standards on food safety and animal welfare." 

New Zealand's former chief negotiator Crawford

Falconer will lead the U.K.'s negotiation team. The

U.K. government indicated it expects several

domestic sectors to benefit from lowering tariffs and

barriers in the U.S. market, including manufacturers

of ceramics, cars, foods and drinks as well as

professional services including architects and lawyers.

The government estimates the U.S. – U.K. trade deal

would add £3.4 billion ($4.3 billion) to Britain’s

economy.

David Falconer, U.K. Chief Negotiator

 

USDA Secretary Sonny Perdue indicated he will travel

to the U.K. “the middle of next month” to promote

modern agriculture and a free-trade agreement in

upcoming bilateral trade talks. Perdue statement

came during his visit to the Commodity Classic last

week. Specific dates or details were not provided.

Weighing on the debate regarding U.K – EU and U.S.

– U.K. trade talks running in parallel, Marjorie

Chorlins, senior vice president for European Affairs at

the U.S. Chamber of Commerce, said, "To us, it

would make a whole lot more sense for the U.K. to

sort out its relationship with Brussels first,"

Approximately 20 U.S. companies will travel to

London and Brussels to meet with U.K. and EU

officials in conjunction with the trade talks. She noted

the EU is the U.K.'s biggest priority because 50

percent of its trade is with the EU, as opposed to 15

percent with the U.S. "It's going to be a challenge for

them,” Chorlins said.

Suspension Agreements

 

Sugar Suspension Agreement

 

In January the Department of Commerce

announced signing of the amended Sugar

Suspension Agreement.  In the notice Commerce

reported, “…sugar producers/exporters accounting

for substantially all imports of sugar from Mexico

have signed an amendment to the Agreement

Suspending the Antidumping Duty Investigation on

Sugar from Mexico (AD Agreement). The

amendment to the AD Agreement modifies the

definitions for sugar from Mexico, revises the

reference prices for the applicable sugar from

Mexico, and provides for enhanced monitoring and

enforcement mechanisms.”

 

Shortly after the Commerce announcement, CSC

Sugar filed two complaints with the Court of

International Trade (CIT), each contesting the newly

revised agreement that would suspend the

antidumping and antisubsidy duties on raw sugar

imports from Mexico. CSC noted in the filing, "The

failure of Commerce to provide a reasoned

explanation for the inclusion of both the bulk

shipment provisions and the changes in the polarity

standards in adopting the amendment renders the

amendment unsupported by substantial evidence

and contrary to law."

 

CSC Sugar's successful petition to the CIT last year

against Commerce for not keeping proper records

during the 2017 negotiations led to the most recent

changes in the agreements. CSC continues to object

to Commerce’s decision and remains dissatisfied

with the department's proceedings.

 

U.S. - India Trade Developments

President Trump’s visit to India last month, despite

intensive negotiations between U.S. and Indian

government officials, did not produce a limited trade

agreement but Trump and Modi "agreed to initiate

negotiations for a bigger deal." Standing together at

a joint event, Modi told reporters the two countries

would continue a path towards a larger trade

agreement. Trump added they "have made

tremendous progress on a comprehensive trade

agreement." Trump said that a deal could be

achieved toward the end of the year but offered

that if there's no trade agreement "we will do

something else that will be very satisfactory."

Narendra Modi, Indian Prime Minister and Donald Trump, U.S.

President

Indian government officials continue to signal

optimism about a trade deal, yet an agreement

before the end of the year looks unlikely according to

several observers.

 

Separately, at the end of his trip to India, President

Trump signaled deeper concerns about the present

trade relationship with India stating, "As you know,

India is probably the highest tariff nation in the world,

meaning charging tariffs to outsiders." "I said we

have to stop that. We have to stop it. At least as it

pertains to the United States," Trump said.

 

The visit did, however, deliver several new bilateral

MOUs — including an agreement with ExxonMobil to

expand gas transportation infrastructure — as well as

more than $3 billion in defense acquisitions from U.S.

defense companies Lockheed Martin and Boeing. The

trip also offered opportunities for both leaders to

underscore the importance of the bilateral

partnership.

 

A primary motivation for India in the trade deal is

restoration of India’s GSP benefits, valued at

approximately $6.4 billion. The U.S. earlier revoked

India’s GSP benefits and is calling for reciprocal

market access in India for agriculture products,

industrial goods, and services in order to restore GSP.

 

According to USTR, the United States is India’s

second-largest trade partner after China, and

bilateral goods and services trade climbed to a record

$142.6 billion in 2018. The United States had a $23.2

billion goods trade deficit in 2019 with India, its 9th

largest trading partner in goods.

U.S.-Kenya Trade Developments

The White House reiterated in its 2020 Trade Agenda

the pursuit of a U.S. – Kenya Trade Agreement.  The

Kenyan trade agreement was one of three trade

negotiating priorities in 2020 (EU, U.K. the others). 

The next steps on the U.S. side will include the Trump

Administration sending notification to Congress of its

intent to enter formal trade negotiations. The

notification is required under the auspices of Trade

Promotion Authority before formal trade talks begin.

 

According to a USTR fact sheet, Kenya is the United

States’ 98th-largest trading partner in goods, with $1

billion in two-way trade in 2018. Major U.S. imports

include apparel, tree nuts, essential oils, and coffee,

while Kenya’s major imports include aircraft,

machinery and agricultural goods.

General Trade/WTO Reform

WTO members are still digesting the recently

released 174-page report  USTR issued inventorying

the complaints and failures of the WTO’s Appellate

Body (AB). The report was noticeably silent on

solutions or reform proposals. A USTR statement

expressly explained "The purpose of this report is not

to propose solutions to the problems facing the WTO

dispute settlement system. Rather, its purpose is to

provide a thorough examination of the Appellate

Body's failure to comply with the WTO Agreements."

Some observers suggest the anticipated report, with

highly detailed examples of AB overreach, delay in

producing reports, creating judicial precedent, and

many other complaints, may serve as a launching

point for a deep and thorough discussions of how the

AB has strayed from its mandate, which USTR

maintains is absent among the WTO members and

necessary before formulating adequate solutions.

 

The Trump Administration doubled down on its

previously stated consideration of raising the present

ceilings on U.S. bound tariffs to compel a

renegotiation of relationships with other WTO

members and upend the tariff-setting system known

as Most Favored Nation (MFN). In a fact sheet related

to the President’s 2020 Trade Agenda, released last

Friday, USTR noted:

 

 

 

“The WTO currently locks in an outdated tariff

framework that no longer reflects deliberate policy

choices and economic realities.  Members need to

fundamentally rethink tariff commitments by the

United States and its trading partners.”

In the full report USTR noted further details and

specific examples of MFN tariff at the WTO. In one

example, the average U.S. "bound" tariff rate and

the "applied" tariff rate are only 3.4 percent. In

contrast, India's bound rate is 48.5 percent and its

applied rate is 17 percent, while Brazil's bound rate is

31.4 and its applied rate is 17 percent. (The bound

rate is the maximum level an individual country can

set its tariff under WTO rules, while the applied rate

is the level where the tariff is actually set.)

The report when on to note that "Under current WTO

rules, these rates are locked in place with no sunset

clause or meaningful mechanism to allow the United

States and other Members to address enormous

differences." "It is not reasonable to accept that

because the United States agreed to such disparities

many years ago, when economic and geopolitical

conditions were very different, that the United States

should tolerate them in perpetuity," the USTR report

said.

The report is likely to heighten lawmakers’ and

observers’ previously expressed concerns. Senator

Grassley earlier warned that Congressional approval

was needed before the administration could modify

the United States’ negotiated tariff schedule. “All I

can tell you at this point is they can’t do it without

Congress’ approval and we have not had that

discussion,” he said last week. “If anybody is thinking

about moving ahead and leaving Congress out of it,

they can’t do that,” he continued.

Article XXVIII of the General Agreement on Tariffs

and Trade (GATT) allows WTO members to modify

their schedule of tariffs, but only in consultation with

other members that would be affected by the

change. Those members are entitled to some

compensation for such changes, the agreement says,

which could be achieved through the lowering of

other tariffs. If no agreement on compensation can

be reached, however, affected countries can retaliate

by raising tariffs on U.S. goods.

Global trade dipped to a deficit in in 2019 as weaker

world growth, trade tensions, and a nascent

manufacturing recession took hold.  Global trade

volumes fell 0.4% last year the first decline since

2009 and follows growth of more than 3% in 2018.

The spreading coronavirus and its impact on

businesses and households is expected to further slow

global trade flows in the first half of 2020.
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