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I. U.S.-China
Trade War

August 23, 2019:
Tweets released
as White House
statement
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Summary of U.S. Tariffs on China
▪ Lists 1/2/3: Tariffs to increase from 25% to 30% on
October 1 covering $250 billion in imports
▪ List 4A: Tariffs increased from 10% to 15% on
September 1 ($112 billion in imports)
▪ List 4B: Tariffs to increase from 10% to 15% on
December 15 ($160 billion in imports)
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U.S. China Trade War
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U.S. China Trade War
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Section 301 Timeline
➢ August 18, 2017: Investigation initiated
➢ July 6, 2018: U.S. List 1 tariffs effective, 25% on $34 billion; China retaliates
in kind
➢ August 23, 2018: U.S. List 2 tariffs effective, 25% on additional $16 billion;
China retaliates in kind

➢ September 24, 2018: U.S. List 3 tariffs effective, 10% on additional $200
billion; China retaliates on $60 billion
➢ May 10 - 13, 2019: U.S. List 3 tariffs increase to 25% for products exported
from China on or after May 10, 2019 and proposes new “List 4” tariffs;
China retaliates by increasing tariffs on $60 billion, effective June 1, 2019
➢ August 23, 2019: China imposes additional tariffs on $75 billion; U.S.
retaliates by increasing List 1, 2, and 3 tariffs to 30% (effective Oct. 1,
2019); List 4A and 4B tariffs increase to 15% (up from 10%), effective Sept.
1 and Dec. 15, respectively
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Section 301 Tariff Negotiations
▪ U.S. and Chinese trade officials have been negotiating
throughout the process
▪ U.S. List 3 tariffs were set at 10% to facilitate
negotiations, with a January 1, 2019 deadline for
increase to 25%
▪ Citing progress, U.S. officials extended the January 1,
2019 deadline twice:
• At G-20 meeting in Buenos Aires, December 1, 2018:
Extended by 90 days, until March 1, 2019
• Following meeting between Trump and Liu He, February 24,
2019: Extended indefinitely
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How Close to an Agreement?
▪ Negotiations reportedly produced a draft agreement text of seven
chapters and 150 pages
▪ According to U.S. officials, China proposed changes to the draft on
May 3, backing away from dozens of prior commitments across all
chapters
▪ On May 5, President Trump tweeted an end to the indefinite
extension on U.S. List 3, and the imposition of an additional $325
billion in Chinese goods
▪ China named a currency manipulator by U.S.
▪ On August 23, President Trump tweeted “American companies are
hereby ordered to immediately start looking for an alternative to
China”
▪ Rumors of additional executive orders?
▪ New talks scheduled for October in Washington, DC
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Is There a Way Out?
What the U.S. Wants
▪ Structural economic reforms
▪ Commitment to import
significantly more U.S.
products
▪ Commitments on currency
manipulation
▪ Unilateral enforcement
mechanisms
▪ Removal of tariffs based on
meeting commitments
▪ Key question: Will Trump
settle for a “weak” deal?

What China Wants
▪ “Balanced” agreement on
structural reforms;
recognition of Chinese
sovereignty
▪ More limited commitment
on imports of U.S. products
▪ Retain control over currency
▪ Enforcement through joint
participation
▪ Tariffs immediately removed
▪ Key question: Will China
wait for a better deal ?
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II.

U.S. Mexico Canada Agreement

• In June 2016, candidate Trump declared his intent
to renegotiate or drop out of NAFTA
• White House internally debated withdrawal in
April 2017
• On August 16, 2017, negotiations initiated with
Mexico and Canada
• USMCA negotiations concluded September 30,
2018
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U.S. Mexico Canada Agreement: Key Elements
The text can be found at www.ustr.gov.
The Agreement contains about 30 chapters, some of which incorporate previously
negotiated provisions of TPP (such as those on digital trade and state-owned
enterprises

Biggest Impact – Keeps Most Things the Same
Preserves North American supply chains – continue tariff-free trade
Decreases Red Tape
Establishes procedures to streamline certification and verification of what
qualifies for zero tariffs – “rules of origin”
Increases transparency for import and export procedures
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U.S. Mexico Canada Agreement: Key Elements
Key challenges:
• USTR’s concern about investor-state dispute resolution, which is
strongly supported by U.S. businesses and industries.
• The United States’ insistence on a “sunset” provision that would cause
the NAFTA to terminate after a set number of years unless reapproved
by all members. The Trump Administration believes such a provision
would encourage ongoing negotiations to improve the NAFTA over time.
• The “rules or origin” establishing which products are concerned NAFTA
products (and therefore entitled to duty-free treatment) for purposes of
the agreement. The United States demanded tougher rules or origin,
particularly on what percentage of an automobile needs to be built in
the NAFTA region in order to receive zero-tariff treatment. (The
agreement requires origin content of up to 75%, up from the current
level of 62.5%.)
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U.S. Mexico Canada Agreement: Key Elements
Prospects in Congress:
• Mexico ratified USMCA in June 2019.
• Speaker Pelosi and other Congressional Democrats have called for
numerous additional changes and revisions to the USMCA, including revised
labor, environmental, and enforcement provisions. (This could involve
actual new agreement text, or “side letters” clarifying specific issues in the
agreement.)
• Democrats may also be reluctant to give President Trump a “victory” on a
major trade issue by supporting USMCA.

• Once the White House sends the implementing bill to Congress, it will have
90 working days to hold a vote. If the bill is sent to Congress by end of
September, that would ensure a vote by the end of 2019, so that members
of Congress would not have to cast a potentially controversial trade vote
during the 2020 election year.
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USMCA Sets Standard for Future Agreements
▪ Potential new agreements:
• Japan
• European Union
• United Kingdom

▪ Significant areas for rules:
•
•
•
•

Digital trade
State-owned enterprises
Intellectual property rights
Currency manipulation
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III. Other Potential Trade Agreements
▪ Japan
- A quick, first-phase, bilateral U.S.-Japan agreement was
reached in principle at the 2019 G7 summit, centering on
agriculture market access, industrial tariffs and digital trade
- Will allow U.S. farmers to better compete with countries in
the Comprehensive and Progressive Agreement for TransPacific Partnership (CPTPP)
- A 2.5% tariff on Japanese autos is to be maintained; the U.S.
is still considering whether to impose Section 232 national
security tariffs on Japanese autos and auto parts
- Trump says he could impose the tariffs “at a later date”
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Other Potential Trade Agreements
• EU
- In February 2019, Commerce’s Section 232 investigation
found that auto and auto parts imports are a threat to U.S.
national security
- On May 17, 2019, after this report, Trump set a six-month
deadline for the U.S. to reach a deal with the European
Union and Japan to address Section 232 tariffs on
imported automobiles and certain automobile parts
- After the G7 summit, Trump reported the U.S. and EU are
“very close” to a trade deal “because they don’t want
tariffs”
- Reality – FTA negotiations are at an impasse. U.S. will not
negotiate unless agriculture is included
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Other Potential Trade Agreements
▪ United Kingdom
- The U.K. can negotiate (but cannot sign) a new trade
agreement while part of the EU, so a future free trade
agreement is pending what happens with Brexit by Oct. 31,
2019.
- The U.S. and U.K. launched the U.S.-UK Trade and
Investment Working Group in July 2017 to prepare for a
bilateral trade deal once the U.K. exits the EU
- On August 25, 2019 at the G7 summit, bilateral U.S.-U.K.
working group formed to focus on trade and other
economic ambitions, called the Special Relationship
Economic Working Group
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IV. Section 232: Steel and Aluminum
▪ In April 2017, President Trump instructed the U.S.
Department of Commerce to conduct an
investigation, under Section 232 of the Trade
Expansion Act of 1962, into whether imports of
steel products threaten the national security of the
United States.
▪ Commerce initiated an investigation on April 19,
2017
▪ Commerce released its final report on February 16,
2018, finding that steel imports threatened
national security, and recommending action
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Section 232: Steel and Aluminum
➢March 2018: President Trump issued a presidential
proclamation imposing 25% tariffs on a variety of
steel products
➢other proclamations excluded several countries from the
tariffs and established quotas for others

➢No set expiration date for the 232 remedies
➢Steel and Aluminum
• 25% tariff on steel; 10% tariff on aluminum
• Canada and Mexico now fully exempted
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Amount of U.S. Steel Imports that are Subject
to 232 Tariffs
Australia, Canada, Mexico

Argentina, Brazil, South Korea

Sources: Steel Import and Monitoring and Analysis System (SIMA), Wiley Rein Analysis
https://enforcement.trade.gov/steel/license/index.html Data accessed June 2019
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Section 232: Uranium and Autos
• Uranium – Commerce investigation concluded with a
negative determination – imports due not threaten
national security.
• Autos/auto parts - Commerce report has been
completed for months but never released.
• If President Trump imposes Section 232 tariffs on
autos and auto parts, there will be quick negative
reaction from Congress, business, and other countries
• Constitutionality of Section 232 now under challenge
• Possible congressional legislation
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V.

U.S. WTO Issues

▪ WTO Appellate Body status:
• U.S. continues to block appointment of new Appellate Body
members
• Appellate Body will be below three members later this year
• Not clear that the United States is looking for a quick solution

▪ WTO dispute settlement reform
• United States’ primary concerns:
– Timeframe for resolving disputes
– Scope of appeals; advisory and overreaching opinions
– Treatment of WTO decisions as precedent

• EU and several countries have made proposals
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Calls for WTO “Reform”
• Conflicting U.S. and Chinese visions for WTO reform,
especially developing country status and rights.
• Broader proposals
– U.S. on developing country status
– U.S, EU, Japan on subsidies and state-owned enterprises
– China: WTO should
▪ tighten rules on unilateral trade actions,
▪ reduce agricultural support allowances for developed members, and

▪ allow state-owned enterprises to operate “in an environment of fair
competition”
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VI.

Outlook for Trade Policy in the Trump
Administration

▪ U.S.-China trade war – unprecedented and outcome
uncertain
▪ USMCA – will Congressional process move forward
soon?
▪ Other FTAs
▪ WTO: will the United States tear down key aspects
of the multilateral trading system?
▪ Currency
▪ Other trade remedy “tools” that Trump could use?
▪ How to help your clients navigate multiple trade wars
and skirmishes?
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