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Highlights

U.S. - China: Despite recently announced large agriculture
buys by China, the country’s purchases of U.S. agriculture
goods at the mid-year point are 47% off the pace needed to
reach the level prescribed in the U.S. – China phase one deal.

232 Tariffs: President Trump imposed renewed section 232
tariffs on aluminum product imports from Canada at 10% and
that will take effect on August 16th.  Canada responded
immediately with potential retaliatory tariffs covering $2.7
billion worth of U.S. aluminum products. 

Seasonal Produce: USTR is expected to release details soon
on hearing witnesses for the August 13th hearing on seasonal
produce.  Over 140 comments were filed, and 75 people
requested an opportunity to testify during the virtual hearings.

WTO: The “campaign” phase for the new WTO Director-
General seat will continue until September 7th with
expectations of winnowing the pool down from the present
eight candidates.

Quote of the week:  “At the end of the day the most powerful
argument is economic logic and the facts. And the facts really are
that these tariffs hurt Americans more than anyone else.” (Chrystia
Freeland, Canadian Deputy Prime Minister, referencing U.S. tariffs
on Canadian aluminum products)

China Trade

Bilateral tensions between the U.S. and China remain high,
particularly in the political sphere, as the U.S. announced
sanctions against Hong Kong Chief Executive Carrie Lam
and other top Hong Kong officials, banned dealings with
TikTok, and earlier  ordered closure of the Chinese consulate
in Houston.  Chinese officials fired back on the embassy
closing demanding closure of the U.S. consulate in Chengdu,
China. U.S. Secretary of State, Mike Pompeo, justified the
order to close the Houston consulate, saying it was a “hub of
spying and intellectual property theft.”

 
Last month, President Trump signed an executive order
ending U.S. preferential treatment of Hong Kong, effectively
treating Hong Kong the same as mainland China, including
on trade, tariffs, and export controls. The order suspended
the “special treatment” under the Hong Kong Policy.

 
USDA’s Foreign Agriculture Service (FAS) issued a report on
Updated Guidance on China’s Retaliatory Tariffs and Tariff
Exclusion Process.  The report updates and outlines the list
of products facing section 301 retaliatory tariffs and the
Chinese tariff exclusion process.
 

Phase One Agreement

China’s year-to-date U.S. agricultural product purchases are
47% off the pace needed to meet the overall purchase level
in the phase one deal, according to Farm Bureau analysis.
The purchase levels are slightly improved from the 50% lag
last month.  China’s 2020 agriculture purchases through
June totaled $6.6 billion and are significantly below the $9.9
billion year-to-date level that is needed to meet the phase 
one commitments based on the target value, the historical
pace, and the baseline year set out in the agreement.  While
Chinese purchases in the poultry, livestock, and meats sector
are above the 2017 purchase levels, purchases in other
agriculture sectors (e.g. grains and oilseeds) lag 2017
purchase levels – the baseline year for the phase one
agreement. (For further details on tracking select agriculture
sectors and U.S. exports to China under the phase one deal
see last page).

U.S. and Chinese officials met last week for a 6-month
review of the phase one deal as prescribed in the U.S.-China
phase one agreement. Amb. Lighthizer and Chinese Vice
Premier Liu He met to review progress on the pact that
entered into force  on Feb. 15. Reports on outcomes or
details from the meeting are scant.  Under the Phase one
trade deal signed in January, China had pledged to boost
purchases of U.S. goods by some $200 billion over 2017
levels, including agricultural and manufactured products,
energy, and services.

USMCA

As reported earlier, Mexican Ambassador to the U.S. Martha
Bárcena told Inside U.S. trade that senior U.S. and Mexican
officials are discussing the establishment of a consultation
mechanism to align the region’s “essential sectors” and
target supply chains that could be reshored. Bárcena said
that the idea under discussion is a consultation mechanism
through which the U.S. and Mexico could homogenize each
other’s definitions of what constitutes an essential sector in
emergency situations. “We are discussing how to progress
from the lessons learned [in the pandemic], to more
institutionalized mechanism to make decisions and
processes easier and more aligned,” Bárcena said. “But
there is no decision yet on how to build it from the legal point
of view, what would be the kind of mechanism,” she added.

U.S-U.K. Trade Agreement

The U.S. and U.K. continued negotiations (i.e. third round) for
a comprehensive free trade agreement last week. U.K. Trade
Secretary Liz Truss earlier told The Times she was pushing
the U.S. to lift bans on lamb and haggis, which the U.S. has
banned since the late 1980s and early 1970s, respectively.
However, the U.K. will continue to ban U.S. chicken,
according to Tim Smith, the chair of the U.K.’s newly
launched Trade and Agriculture Commission. The U.K
formally launched the Trade and Agriculture Commission last
week, saying that their goal was to engage British
stakeholders on how to best develop trade policies that
benefit the agricultural sector. The third round of negotiations
entered its second week yesterday.

 
As reported earlier, negotiations on agriculture provisions will
likely be complex and challenging. U.K. officials, including
Truss, have publicly sounded a tough stance on food and
agriculture safety protocols. “Any deal the Government
strikes must be fair, reciprocal and ultimately in the best
interests of the British people and the economy. Furthermore,
the Government remains clear on protecting the NHS and not
compromising on the UK's high environmental protection,
animal welfare and food safety standards,” Truss said. Truss
has also warned the U.S. against imposing tariffs on British
gin, biscuits, and other products, while saying that the U.K.
hopes the U.S. soon lifts tariffs on whisky and steel.

COVID-19 Developments

The June U.S. merchandise trade deficit surprisingly
narrowed for the first time in four months as exports
increased the most on record, signaling the cratering of
 global commerce may be stabilizing. The overall trade
balance decreased to $70.6 billion last month from $75.3
billion according to official Department of Commerce data.

Section 232 Tariff Actions

Aluminum Tariffs

President Trump announced plans to impose 10 percent
tariffs on some Canadian aluminum, which are slated to
take effect Aug. 16. President Trump earlier threatened to
renew section 232 tariffs on aluminum products citing surge
of Canadian aluminum into the U.S.  USTR said in a
statement last Thursday noted that Canadian aluminum into
the U.S. “has intensified in recent months, despite a
contraction in U.S. demand.”
 
The Canadian government responded immediately
announcing tariffs on approximately $2.7 billion on U.S.
aluminum and aluminum-containing products last Friday.
Chrystia Freeland, Canada’s lead USMCA negotiator,
announced that the retaliation list includes products such as
golf clubs, wheel rims, and refrigerators. After 30 days of
consultations, final retaliatory tariffs will be imposed, she
said, adding that the duties will be “perfectly reciprocal.”
Freeland called Canada’s consultation list “necessarily
broader than our ultimate retaliation will be,” noting the
Canadian government will seek substantial input from
Canadian stakeholders before finalizing it.  Freeland said,
“Our objective here -- exactly as it was the last time -- is to
inflict a minimal amount of damage on Canada and to have,
frankly, the strongest possible impact in the United States,”
she said. “Our trade officials have worked on this list very,
very carefully. We do hope that when Americans look at this
list, they will understand why having a tariff dispute is a
really bad idea.” 

Chrystia Freeland, Canadian Deputy Prime Minister

Separately, the Trump Administration argued at the Court of
International Trade that Section 232 exclusion process for
steel and aluminum products is constitutionally sound and
consistent, requesting the Thyssenkrupp challenge be
dropped. Commerce Secretary Wilbur Ross and U.S.
Customs and Border Protection officials represented the
President in a motion filed to dismiss the challenge filed by
Thyssenkrupp, the Michigan-based importer of aluminum
and steel products. Thyssenkrupp previously claimed the
Commerce Department’s issuance of exclusions to certain
parties is an “unconstitutional lack of uniformity in the
application of tariffs imposed.”

Ongoing 232 Investigations

Presently three separate investigations are progressing at
the Department of Commerce under “threat to national
security” provision contained in section 232 of the Trade
Expansion Act of 1962. The investigations involve
transformer parts, vanadium, and mobile cranes.  The initial
comment period on Vanadium has closed and rebuttal
comments due on August 17th.

 
The Department of Commerce has 270 days to provide a
report to President Trump determining whether the imports
in question threaten to impair U.S. national security, along
with a recommendation for action. President Trump will then
have 90 days to determine whether or not to impose
restrictions so that imports no longer threaten national
security.

U.S. - Japan Trade Developments

No significant updates on timing of phase two bilateral
negotiations with Japan.  Last month Amb. Lighthizer
acknowledged that the coronavirus has delayed phase two
negotiations with Japan.  During Congressional testimony,
Amb. Lighthizer said he would expect the phase two talks to
start “in the next couple of months.” Prior to the outbreak of
COVID-19, commencement of negotiations on a phase two
or a comprehensive trade deal were expected no earlier
than May according to sources.

U.S.-EU Trade

USDA Secretary Perdue says the EU’s “Green Deal” could
undermine EU trade talks. Secretary Perdue said the Green
Deal could “undermine trade and affect the viability of EU
farmers.” Perdue commended the EU for focusing on
sustainability and expressed a strong desire to work with the
EU leadership. However, he noted the new food policy,
“seems to have forgotten the ‘farm’ in ‘Farm to Fork’” and that
EU farmers are losing the tools they need to do their jobs and
perhaps making farmers there uncompetitive.

 
The EU countered saying the new Farm to Fork policy is
intended to improve the sustainability of agriculture within the
bloc and shorten the distance between the farm and the end-
user. The EU Ag Commissioner said the emphasis on
reinforcing shorter supply chains doesn’t imply any new trade
barriers, adding that the bloc “isn’t against and needs
international trade.”

 
As reported previously, the U.S. rebuffed the EU’s claim that
it was in full compliance with the WTO rulings in the long-
running dispute with the U.S. over Airbus subsidies, arguing
that the EU had provided no details to the U.S. or the WTO
and had not addressed other WTO measures. Previously the
EU announced in a statement changes to launch aid policies
for Airbus and asserted the EU was  in full compliance with
WTO rulings in the long-running dispute with the U.S. over
Airbus subsidies. The U.S. disagreed. During a Dispute
Settlement Body meeting last week, the U.S. said, “the EU
publicly suggested that this action now brought the EU into
compliance. But the EU has not provided any details of these
supposed amendments to the WTO or directly to the United
States.”

 
This week USTR could finalize the announced list of French
goods worth $1.3 billion for potential imposition of 25% tariffs
should France impose digital services taxes on U.S.
companies next year. The potential tariffs result from a
Section 301 investigation in which USTR concluded and
announced it had found France’s tax would discriminate
against U.S. companies. Section 301 tariffs were delayed
earlier in the year when President Trump and French
President Macron struck a deal that would delay the
imposition of U.S. tariffs while France deferred the collection
of the tax to let negotiations at the OECD on a new
international tax structure play out in hopes of a resolution.
Those efforts have stalled, and France originally stated digital
services taxes would start in January 2021.

 
The list of goods from France facing 25% tariffs include soap,
handbags and cosmetic products (fashion tariffs). Other
sensitive products, like French wine and cheese, were not
included. The tariffs could be delayed up to 180 days (i.e.
Jan. 6, 2021) – as long as France continues to defer
imposition of the tax.

U.S. - Kenya Trade Developments

The second round of U.S.-Kenya trade talks resumed last
week after a suspension of talks amid concerns with
possible coronavirus exposure within the Kenyan
delegation.

 
During the first round, Kenya pushed to “create a
framework through which any EAC Partner State that did
not participate in these negotiations at the outset is allowed
to join the negotiations,” according to a statement. The
countries would be subject to terms already agreed to “or
accede to the concluded FTA,” the objectives state.  No
official response from USTR on the proposal.

 
Prior to the launch of talks, the U.S. and Kenya agreed on a
“Strategic Cooperation Framework to provide technical
assistance and trade capacity building in Kenya with the
aim of maximizing Kenya’s utilization of the African Growth
and Opportunity Act trade benefits for the remaining years
of the preference program, which is scheduled to expire in
2025,” USTR and Kenya said in a July 8 statement.

Seasonal Produce

The USTR field hearings on the issue of seasonal produce
are scheduled to start this week, August 13, via virtual format
followed by an additional hearing on August 20th. USDA and
Dept. of Commerce will join USTR at the virtual hearings to
“discuss foreign trade policies that may be harming American
growers of seasonal and perishable produce,” the notice
indicated. “At the hearings, officials from the federal agencies
will hear from interested persons on how the Trump
Administration can support these producers and redress any
unfair harm.”
According to the Federal Register: 143 comments were filed,
and 75 people requested an opportunity to testify during the
virtual hearings. Initial Hearing details are:

Virtual hearing dates: August 13, 2020 at 9:00 am EST
and August 20, 2020 at 9:00 am EST

The seasonal produce hearings are part of a multi-step plan
outlined in a January 9, 2019 letter from Amb. Lighthizer to
the Florida congressional delegation to review and determine
options regarding “trade-distorting policies that may be
contributing to unfair pricing in the U.S. market for seasonal
and perishable products and to assess the impact of those
policies on U.S. producers.” The letter notes that within 60
days after “entry-into- force” of the USMCA, the USTR will
“implement effective and timely remedies necessary to
address any trade distorting policies” affecting U.S. growers.
Additionally, within 90 days, the Department of Commerce,
U.S. Department of Agriculture and USTR will have hearings
in Florida and Georgia to hear testimony from growers.

U.S. – India Trade Developments

No significant updates since India’s Commerce Minister
Piyush Goyal reiterated his optimism that a limited U.S.-India
trade deal is in reach after two years of negotiations, saying
that the U.S. and India are in the homestretch of negotiations
for an initial trade pact. “We are almost there,” Minister Goyal
said at an event hosted by the U.S.-India Business council
last month. Goyal emphasized that the U.S. and Indian
leaders should also look at a preferential trade pact with 50
to 100 products and move to a comprehensive free trade
pact in the long term. Earlier Goyal said he and Commerce
Secretary Wilbur Ross exchanged views “on the ongoing
India-U.S. trade discussions and appreciated the substantial
progress made by both sides on most of the outstanding
issues.” 

 
Amb. Lighthizer told lawmakers in June that the U.S. is
currently in trade negotiations with India. Ambassador
Lighthizer previously said negotiations with India are taking
longer than he expected. “They are dogged and insistent on
keeping their tariffs and we are dogged in insisting that we
are going to get a fair deal. So we are working on it very
much. And hopefully we’ll get a good outcome,” Amb.
Lighthizer added.

WTO

WTO Leadership

The second stage of the DG selection process will continue
until September 7. From September 7 onwards, the selection
committee will enter the third stage in the DG selection
process, which entails narrowing down the pool of candidates
to one name. The candidate pool will go from eight
candidates to five, then from five to two, and lastly, from two
to one candidate, according to sources in Geneva.
Additionally, Sources in Geneva note that the strongest bets
for the candidates most likely to move onto the second round
include all three women—Ngozi Okonjo-Iweala, Amina
Mohamed, and Yoo Myung-hee—along with Mexico’s Jesus
Seade, while the fifth slot remains a toss-up. According to
several sources, the three women running are strong
contenders and top-tier candidates, with the two African
women widely considered the frontrunners. While the
candidate pool includes strong diversity of candidates, the
WTO may be poised for its first-ever woman director-general.

 
The final list of candidates and their professional
backgrounds are provided below.

WTO DG Candidates

Candidate Country Experience

Jesús Seade Mexico
 
 
 
 

Undersecretary of Foreign Relations
for North America, Chief negotiator
for the Uruguay Round, Chief
Economist at World Bank |
Biography

Ngozi Okonjo-
Iweala 

Nigeria
 
 

World Bank executive, Minister of
finance, economy, and foreign affairs
for Nigeria | Biography

Abdel-Hamid
Mamdouh

Egypt
 
 
 

Egyptian Trade negotiator, trade
lawyer at King & Spalding (Geneva),
Director WTO Trade in Services
Division | Biography

Tudor
Ulianovschi

Moldova
 
 

Former Moldovan Minister of Foreign
Affairs and Ambassador to the WTO
| Biography

Yoo Myung-hee South Korea
 
 

Trade Minister for the Republic of
Korea | Biography

Amina C.
Mohamed

Kenya
 
 

Former Foreign Affairs and
International Trade Minister for
Kenya | Biography

Mohammad
Maziad Al-
Tuwaijri

Kingdom of
Saudi Arabia
 
 

Minister advising royal court on
international and local economic
strategic matter, former Minister of
Economy and Planning for Saudi
Arabia | Biography

Liam Fox United Kingdom
 

Former United Kingdom Trade
Secretary | Biography

As reported earlier, members of the WTO were not able to
agree on the appointment of an interim chief. WTO members
were hoping to coalesce around selecting one of the four
deputy directors-general to temporarily lead the organization
as the selection process for a new director-general
continues. Until the next director-general is chosen WTO
spokesperson Keith Rockwell said that the four deputies will
continue with their existing responsibilities. The four deputies
will carry on their duties and consult with members through
the General Council chair. The WTO hopes to select a new
director-general by November 7. The WTO will operate
without a leader come September 1, when current Director-
General Roberto Azevedo departs his position.

WTO Reform

A recent poll indicated a modest majority of survey
respondents favor the U.S. disengage from the WTO. The
survey of 1,000 adults revealed 36% of respondents said
they “strongly support” or “somewhat support” the U.S.
leaving the WTO, while only 28% said the are “somewhat
opposed” or “strongly oppose” to such action.  More than
one-third (35%) of respondents indicated they were
“indifferent” or “unsure” of WTO withdrawal. The survey
results also indicated the participants are more likely to
support WTO membership when they understand the role of
the WTO. The survey of 1,000 adults was conducted in July
by TradeVistas, a non-profit group, focused on public
education regarding trade and trade policies.

 
During the recent Senate Finance Committee hearing on
WTO reform, Chairman Chuck Grassley and ranking member
Ron Wyden both named China as a key concern. Prior to the
hearing, Chairman Grassley told reporters that the U.S.
should be leading the efforts to reform the WTO, not China.
Some Democratic senators communicated that the Trump
administration’s approach towards the organization is ceding
leadership at the WTO to China.

Ag Economy Barometer

The Ag Economy Barometer was essentially unchanged in
July at an index value of 118. Concerns over COVID-19’s
impact on farm profitability have steadily declined since the
peak in March yet are still weighing on farmer sentiment. In
March, 74% of respondents expressed concern (i.e. ‘fairly
worried’ or ‘very worried’) about the impact of COVID-19 on
their farm’s profitability, whereas in July, that percentage had
fallen to 61%.

Overall, the index value of 118 is 20 percent below the peak
of 168 in February and 23 percent below its level a year ago
as the farm sector struggles through the economic upheaval
of the coronavirus.

China Phase One Tracker – Select
Agriculture Products
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