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President Donald J. Trump
Proclaims May 20 through May
26, 2018, as World Trade Week

— ECONMOMY & JOBS Izzsued on: May 18, 2018

- * W

SHARE: f W & America’s trade relationships are critical to our economic vitality and world
leadership. During World Trade Week, we reaffirm our Nation’s unwavering

. commitment to trading regimes that are free, fair, and reciprocal.

i:i ALL NEWS
Our Mation has entered a new era in trade policy that is based on the recognition
that our economic security is critical to our national security. My trade agenda
aims to accelerate American exports through policies that are focused on

rebuilding our industries, strengthening the defense industrial base in the United



Adam Smith on free trade

* “Not only the prejudices of the
public, but what is much more
unconquerable, the private
interests of many individuals,
irresistibly opposeit...”




Americans' Views on Foreign Trade

What do you think foreign trade means for America? Do you see foreign trade more as an opportunity for
economic growth through increased U.S. exports or a threat to the economy from foreign imports?
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Steel industry

Bad Ideas




Trump trade premises

1. U.S.is most open market in the world

2. Other countries don’t offer reciprocal market access,
treat U.S. unfairly

3. U.S. “losing” & others “winning”

4. How do we know? = U.S. trade deficit



Adam Smith

* “Nothing, however, can be more absurd than this whole doctrine of

the balance of trade, . . . When two places trade with one another,

this doctrine supposes that, if the balance be even, neither of them
either loses or gains; but if it leans in any degree to one side, that one
of them loses and the other gains in proportion to its declension from

the exact equilibrium. Both suppositions are false.”



Problems with Trump approach

1. Misunderstanding the causes of the trade deficit

2. Wrongly blaming trade agreements for outcomes
(yet complaints about reciprocity)

3. Alienating friends & allies, no new agreements



US trade deficit

e Consumption > Production
» Reflect capital inflows from abroad, NOT trade agreements

* Trump policies will increase trade deficit

* Increase in fiscal deficit (large TG, large { T) — more
borrowing




Actions so far. . .

e Withdraw from Trans-Pacific Partnership (TPP)
* Renegotiate NAFTA, KORUS
e Safeguard protection (washing machines, solar panels)

* National security protection (steel, aluminum, and cars?!?)

* Tough line with China? (threatens 25% tariffs on $150 billion imports)

e Disable WTO dispute settlement system



Donald J. Trump % Follow
reaIDﬂnaldTrump

The Trans-Pacific Partnership will increase
our trade deficits & send even more jobs

overseas. This is a bad deal. Time for smart
trade!

7 m BARENERSE &

g:20 AM - 3 Jun 2015



\% Governor Mike Pence 9~ Follow

1 GovPencelN

T

Trade means jobs, but trade also means
security. The time has come for all of us to urge

the swift adoption of the Trans Pacific
Partnership

RETWEETS LIKES

720 338 ZBNAALC 2 &8

0:37 AM - 8 Sep 2014



OFFICE of the UNITED STATES TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT

Summary of Objectives for the
NAFTA Renegotiation

Monday, July 17, 2017

Summary of Specific Negotiating Objectives for the
Initiation of NAFTA Negotiations

Trade in Goods:

- Improve the U.S. trade balance and reduce the trade deficit with the NAFTA countries.

Industrial Goods

- Maintain existing reciprocal duty-free market access for industrial goods and strengthen
disciplines to address non-tariff barriers that constrain 1.5, exports to NAFTA countries.

- Maintain existing duty-free access fo WAFTA country markets for U.S. textile and apparel
products and seek to improve competitive opportunities for exports of U.S. textile and
apparel products while taking into account U.S. import sensitivities.

- Promote greater regulatory compatibility with respect to key goods sectors to reduce burdens
associated with vnnecessary differences in regulation, including through regulatory
cooperation where appropriate.

Agricultural Goods
- Maintain existing reciprocal duty-free market access for agricultural goods.

- Expand competitive market opportunities for U.S. agricultural goods in NAFTA countries.
substantially equivalent to the competitive opportunities afforded foreign exports into the
U.5. market. by reducing or eliminating remaining tariffs.

- Seek to eliminate non-tariff barriers to U.S. agricultural exports including discriminatory
barriers, restrictive admimistration of tanff rate quotas, other unjustified measures that
unfairly limit access to markets for U.S. goods, such as cross subsidization, price
discrinination, and price undercutting.

- Provide reasonable adjustment periods for U. S. import sensitive agrnicultural products,
engaging in close consultation with Congress on such products before initiating tariff
reduction negotiations.

- Promote greater regulatory compatibility to reduce burdens associated with nonecessary
differences in regulation. including throungh regulatory cooperation where appropriate.




Chart 1: US trade balance, 12m rolling average ($ bn)
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NAFTA renegotiation

* Was renegotiated in TPP

e Odd demands

e Trade balance trigger?

* 5-year sunset

Tighter rules of origin (85% for autos!)

Break into bilaterals

e Dispute settlement — eliminate investor-state provision



¥ Pinned Tweet

, Jenny Leonard @jendeben - 25 Oct 2017 4
Today I talked to a lot of senators about their lunch with Trump, who laid out his

tactic for how to get a ‘better’ #MNAFTA: "Just trust me.”

Inside U.5. Trade @insidetrade
Senators: Trump called NAFTA withdrawal threat a 'negotiating tactic.’ urged
them to trust’ him divrit/Pxbitr
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Disruptions to NAFTA Agricultural Trade Could

Especially Hurt Trump-voting States

Percent of total exports to NAFTA countries in agriculture
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TRENDING

Exclusive: Trump vents in Oval Office, "l want tariffs.
Bring me some tariffs!" 1hrago

"Worst case scenario’ hits Houston 3 hrz ago

Scoop: Trump frustration with Tillerson rising fast
Thrago

AXI1OS IN YOUR INBOX - »

Axios AM (All Mikey)

Mike Allen is your early-morning guide to the

vital news in business, politics, tech and media.

SMARTER FASTER

Combating America's food waste problem

The answer may be your ugly fruits and veggies.

T e T TR i

@ Jonathan Swan

FEATURED

Exclusive: Trump vents in Oval Office, "l want
tariffs. Bring me some tariffs!"

The following is a rare account of President Trump in a small Oval Office meeting, venting at senior staff for



Selective protection

e Escape clause (Section 201) — washing machines & solar panels

* National security (Section 232) — steel and aluminum & CARS!!



Pt
Our Steel and Aluminum industries (and
many others) have been decimated by
decades of unfair trade and bad policy with
countries from around the world. We must
not let our country, companies and workers
be taken advantage of any longer. We want
free, fair and SMART TRADE!

12:12 PM -1 Mar 2018

) Donald J. Trump @
@realDonaldTrump

We must protect our country and our
workers. Our steel industry is in bad
shape. IF YOU DON'T HAVE STEEL,
YOU DON'T HAVE A COUNTRY!

3/2/18, 8:01 AM



U.S. steel imports as a share
of domestic market”
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Share of U.S. steel imports by country, 20171

Canada . 1 16.1%
Brazil ] 13.0
South Korea _ 10.2
Mexico _ 9.0
Russia = 8.7
Turkey - 6.3
Japan - 5.0
Germany - 3.8
Taiwan - 35
India [ 24

China - 22
Others 19.8

*Finished steel products (excludes semi-finished)
"Through October 2017

Source: U.S. Department of Commerce



SECRETARY OF DEFENSE
1000 DEFENSE FENTAGON
WASHINGTON, DC 20301-1000

MEMORANDUM FOR SECRETARY OF COMMERCE
SUBJECT: Response to Stee! and Aluminum Policy Recommendations

This memo provides & consolidated position from the DoD on the investigation of the
effect of steel mill imports and the effects of imports of aluminum on national security, .
conciucted by the Department of Commerce.under Section 232 of the Trade Expansion Act of
1962 (hereinafier “Section 232 Report™),

Regarding the December 15, 2017 reports on steei and alumioym, DoD believes that

- the systematic use of unfair trade practices to intentionally erode our innovation and
manufactiring industrizl base poses a risk to our national security, As such, DoD coneurs with
the Department of Commerce™s conclusion that imports of foreign steel and aluminum besed
on unfhir irading practices impair the national security. As nofed in both Section 232 reports,
however, the 1.5, military requirements for stec! and aluminum each only represent about
three percent of U.S. proeduction. Therefore, DoD) does noi believe that the findings in the
@Mmﬁﬁﬁa@ﬁof@pﬂpﬂmhmumtbnﬁmlardﬂmmnmm to meet
national dc&nsamqumm

- Dol continues to be concerned ahout the negative fmpact on our key allies regarding
the recommended options within the reports. However, Dol recognizes that among these
reports’ altematives, targeted tariffs are more preferable than a global quota or global tariff. In
addition, we recommend an inter-agency group further refine the targeted tariffe, so as to creats
incentives for trade partners to work with the U.S. on addressing the underlying issue of
Chinese transshipment.

H the Administration moves forward with targeted tariffs or quotas on steel; DoD
recommends that the management and fabor leaders of the respective industries be convened
by the President, so that they may understand that these tariffs and quotas are conditional,
Idoreover, if the Administration takes action on steel, Dol recommends waiting before taking
further steps on aluminum, The prospect of wade action on aluminum may be sufficient to
eoeree improved behavior of bad actors. In either case, it remains important for the President
to continue to communicate the negative consequences of unfair trade practices.

This is an opportunity to set clear expectations domestically regarding competitiveness
and rebwild economic strength at home while preserving a fair and reciprocal mternational
economic system as outlined in the National Security Strategy. Tt is critical thet we reinforce to

our key allies that these actions are focused on correcting Chinese overproduction and
countering their attempts to circumvent existing antidumping tariffs — not the bilateral U.S.,

relationship,

cc:
Secretary of the Treasury

Secretary of State

Chief of $taff to the President

Agsigtant to the President for National Security Affairs
Chairman, National Economic Council

United States Trade Representative



Commerce Secretary Wilbur Ross

“In a can of Campbell Soup, there are about 2.6 pennies worth of steel. 50 if that goes up
by 25 percent, that's about six-tenths of one cent on the price on a can of Campbell
Soup,” Ross argued. " just bought this can today at a 7-Eleven ... and it priced at a $1.99,
Wheo in the world is going to be too bothered?”
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The Trump Tariff Layoffs Begin
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= SECTIONS ~ WATCHLIST Markef

GET EMAIL ALERTS

EU leader responds to Trump's tariff plan: ‘We " ) .
can also do stupid’ * "So now we will also Impose

o0oom import tariffs. This is basically a
N Umomeadem"wed”“daydrif:ﬂf;fﬁﬂfﬂfpﬁiomesmpmmmmnffsonmemd Stu p|d process ) the fa Ct that we
have to do this. But we have to
do it. We will now impose
tariffs on motorcycles, Harley
Davidson, on blue jeans, Levis,
on Bourbon. We can also do

stupid. We also have to be this
stupid.”

European Union officials are priming their regulatory guns to fire back at U.S.

By President Donald Trump’s tariff plan.
VICTOR

REKLAITIS EU leaders on Wednesday were discussing possible responses to the Trump
MARKETS WRITER administration’s proposal to impose tariffs on steel and aluminum imports.
O®@O European Commission President Jean-Claude Juncker offered this comment in recent

days, according to multiple published reports.

This is basically a stupid process, the fact that we have to do
this. But we have to do it. ... We can also do stupid.

European Commission President Jean-Claude Juncker on responding to Trump's tariff plan
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OFFICE of the UNITED STATES TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT

FINDINGS OF THE INVESTIGATION INTO
CHINA’S ACTS, POLICIES, AND PRACTICES
RELATED TO TECHNOLOGY TRANSFER,
INTELLECTUAL PROPERTY, AND INNOVATION
UNDER SECTION 301 OF THE TRADE ACT OF 1974

March 22, 2018

e Return of Section 301

e Threatens 25% tariffs on $150
billion of US imports from China



Demands on China
May 2018

DISCLAIMER: The U.S. delegation is providing the below drafl framework solely to help
facilitate candid and constructive exchunges between the two sides. The current text is not a
proposed international agreement und remains subject to ongoing review. In the interest of time
and out of respect for the seriousness of the issues that the two sides will discuss, this document is
bemng provided in advance of'the visit and while this review is ongoing.

The U.S. delegation looks forward to discussing this draft and related issuces later this week in
Beijing.

BALANCING THE TRADE RELATIONSHIP
between

THE UNITED STATES OF AMERICA AND THE PEOPLE'S REPUBLIC OF CHINA

The Lovemment of the United States of America ("United States™) and the Government of the People’s
Republic of China (*China™) have sirong overlapping interests as the world's 1wo largest economies and
the major drivers of global prowth. At present. the United States-China trade relationship is significantly
imbalanced. United States investment and the sale of services into China remain severely constrained.
China’s industrial policies now targeting LS. technologies and imscllectual property pose sigrificant
economic and security concerns 1o the Unued States,

There is an immadingg noed for the United States and China to reduce the U.S, vade deficit wish China by
ensuring that Chena’s market is open to United States traders and investor on a fair and non-discriminatory
basis. China therefore undentakes (o (a) eliminate improper weiff and pon-tariff barriers to United States
exponis to China, (b} address Chine's policies and practices related to technology tmnsier snd intellectusl
propeny. i) west United States service providers in China on terms egual to those provided to Chinese
service providers in the United States, and (d) record China's agreement not to target United States farmers
and agricultural products. To address these issues and restore balance in the United States—China trade
relationship. there is an immediate need for the United States and China 1o agree on a set of concrete and
verifiable actions.

SECTION

— TRADE DEFICIT REDUCTION

China commits to work with Chinese importers to engage in trade transactions to achicve mrgets to which
the Parties agree. These mansactions are specifically designed 1o reduce the United States-China trade
deficit by $100 billion in the twelve (12) months beginning June 1, 2018, and an additional $100 billion in
the twelve (12) months beginning Jume 1, 2019, such that the LS. mrade defien with China will have
decreased compared to 2018 by gt least $200 billion by the end of 2020. China’s purchase of 11.S. goods
will represent ot least 75% of China’s commuiment to a $100 billion increase in purchases of LS. expons
for the twelve months baginning June 1, 2018, and at least 50% of China’s commitment 1o an additional
5100 bellion increase in purchases of LS. exponts in the twelbve (12) months beginning June } 3019,
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Back to the 1980s?

e Similar concerns:
e trade deficit
e old industries (autos, steel)
e Section 301 - unfair trade (Japan, now China)

* Problematic responses:
e Managed trade, VERs, VIEs

 Big differences
e Trade deficit stable today
e Reagan dealing with recession — no one asking for protection today!!
e Reagan had strategic vision of freer trade & stronger multilateral system






Problems with Trump approach

 Misunderstanding the causes of the trade deficit
* Wrongly blaming trade agreements (yet complaints about reciprocity)

e Alienating friends and allies, no new agreements
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EU
CANADA

COMPREHENSIVE ECONOMIC
AND TRADE AGREEMENT
(CETA)

October 2017
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Most of Africa’s Leaders Sign On to Continent-Wide Free Trade Pact
By JINA MOORE MARCH 21, 2018 o‘ o

African leaders during a meeting on the new trade pact in Kigali, Rwanda. Jean Bizimana/Reuter:

NAIROBI, Kenya — More than 40 African countries signed a free trade pact
on Wednesday that the nations hope will fulfill a long-held dream of greater

economic integration on the continent.

But among the holdouts are two of Africa’s biggest economies, Nigeria and
South Africa, raising concerns about whether the agreement can make good



Why exercise in futility?

 Won’t reduce trade deficit
 Won’t bring back manufacturing jobs
 Won't lead to “better” trade agreements

 Risks retaliation to detriment of exports






Adam Smith

e “Commerce, which ought naturally to be, &

among nations, as among individuals, a R
bond of union and friendship, has become
the most fertile source of discord and

animosity.”
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General Support for TPP

Would TPP be a good thing for our country or a bad
thing?

EBad thing Good thing
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o 12 [
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Malaysia
Mote: Data for volunteer categories “haven't heard enough” and
“neither good nor bad” notshown.
Source: Spring 2015 Global Attitudes survey.
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