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· The U.S. won a wide-ranging ruling against Chinese trade practices that could provide market opportunities for American makers of everything from CDs and DVDs to music downloads and books.  The verdict finds definitively against China for forcing American media producers to route their business in China through Chinese state-owned companies.  The WTO victory comes as President Barack Obama is being pressed to be tough on trade rules with China, which many Democrats in the U.S. Congress blame for America’s soaring trade deficits and lost manufacturing jobs. The case is sensitive also for the Chinese government, which asserts the right to keep out content it finds objectionable.  The case goes to the heart of the larger dispute over China and its rapid rise as a trade power and exporter, with some of its economic partners believing it has achieved its position in part by protecting its own market.  The public release of the 464-page document revealed dozens of smaller decisions that support the complaints of trade associations representing record labels such as EMI and Sony BMG; publishers including McGraw Hill and Simon & Schuster; and, to a lesser extent, the major Hollywood studios of Warner Bros., Disney, Paramount, Universal and 20th Century Fox.  It also offers hopes of greater business for Apple’s iTunes store, finding that China was breaking trade rules by preventing companies offering music downloads to computers and mobile phones from offering their services directly to Chinese customers.  The ruling stopped short of a complete U.S. victory as the three-member panel delivered mixed findings on Chinese censorship rules that apply to American-made goods, but not to Chinese products.  It also permitted China to make U.S. films go through one of two designated distributors to be shown in Chinese cinemas, a requirement not required of Chinese movies.  China has not ruled out the possibility of an appeal.  
· European governments are prepared to continue their support for the Airbus A350 even if the World Trade Organization rules that previous aid was illegal. “It has always been our position that any support for the A350 has no relation to the current WTO litigation,” an EU spokesman said.  The WTO is expected to rule this week on whether Europe violated trade rules with billions of dollars in launch aid for previous Airbus models, and the U.S. contends that $4.7 billion in aid for the A350 continues the same controversial policy.
Manufacturing

· Embraer could see a 55% jump in deliveries of its Phenom 100, but higher sales of the $3.1 million GA aircraft are coming at the expense of $27.5 million E170 and E190 jets, according to experts.  Bank of America analyst Ronald Epstein estimates the Phenom line could account for more than 60% of Embraer deliveries in the second half of 2009.
· General aviation aircraft shipments declined by 45.9% in the first half of 2009, with manufacturers shipping 1,036 airplanes from January to June, compared to 1,918 shipped in the same period in 2008, according to the General Aviation Manufacturers Association.  The report showed that billings for the industry declined 22.7% to $9.26 billion as companies continued to grapple with layoffs and slow production lines.
· As Boeing eyes a plant in South Carolina for its second 787 assembly line, aerospace industry officials worry about the future of airplane manufacturing in the Seattle area. “Obviously, it would be a blow to the region if they go elsewhere,” says a spokeswoman for the International Association of Machinists and Aerospace Workers, which recently staged a 57-day strike at Boeing factories in the Seattle area.  Boeing says it needs the second assembly line to make up for repeated delays in its marquee aircraft, but locating the plant in a right-to-work state could pose a challenge to the company’s powerful unions.
· Boeing confirms it has ordered an Italian factory to halt work on sections of the 787 fuselage, casting further doubt on the plane’s production schedule.  Boeing reportedly discovered flaws in the composite skin of the two fuselage sections produced by Alenia Aeronautica in Naples. The problems could “lead to significant degradation of the structure,” Boeing wrote in its letter ordering Alenia to halt its work.
· Boeing said the long-delayed 787 Dreamliner will get its first test flight by the end of 2009, with initial deliveries of the innovative aircraft slated for roughly a year later.  Despite 73 cancellations this year, Boeing still has 850 orders for the 787 on its books.
Trade

· The Office of the U.S. Trade Representative (USTR) and the State Department hosted a public meeting concerning the Administration’s review of the U.S. model Bilateral Investment Treaty (BIT). The USTR and Department of State co-lead the negotiation of BITs for the U.S.  The Administration is reviewing the U.S. model BIT, last updated in 2004, to ensure that it is consistent with the public interest and the overall U.S. economic agenda.
· The USTR announced that it is conducting a review of labor-related issues in the context of the U.S.-Colombia Free Trade Agreement (FTA), which was signed on November 22, 2006, and amended on June 28, 2007.  The USTR is assessing how and to what extent the FTA (which has not yet entered into force) helps to achieve the applicable purposes, policies, priorities, and objectives of the Bipartisan Trade Promotion Authority Act of 2002 as set out in section 2102 of the TPA Act and carries out the provisions of the May 10, 2007 Congressional-Executive Agreement on Trade Policy.
· U.S. Trade Representative Ron Kirk and Secretary of State Hillary Clinton announced that the U.S. and Mauritius will begin formal negotiations toward a Bilateral Investment Treaty (BIT) that would strengthen investor protections and encourage the continuation of market-oriented economic reforms in Mauritius.  Ambassador Kirk and Secretary Clinton announced the launch of the BIT negotiations during the African Growth and Opportunity Act Forum in Nairobi, Kenya.  Bilateral investment treaties are one of many tools that the Obama Administration is using to assist reform-minded African countries. The African Growth and Opportunity Act (AGOA), Trade and Investment Framework Agreements, and U.S. trade capacity building assistance are also helping African countries to grow their economies through increased trade and investment.  The U.S. has five BITs in force in sub-Saharan Africa (with Cameroon, the Democratic Republic of Congo, Mozambique, the Republic of Congo, and Senegal) out of a total of 40 U.S. BITs in force worldwide.  In February 2008, the U.S. and Rwanda signed a BIT, which is currently pending Senate advice and consent.  In September 2006, the U.S. and Mauritius signed a Trade and Investment Framework Agreement (TIFA), which established a regular, high-level forum to address a wide range of trade and investment issues. The idea of negotiating a U.S.-Mauritius BIT arose out of TIFA discussions.
· The U.S. Senate confirmed Dennis F. Hightower as Deputy Secretary of Commerce by unanimous consent.  Hightower, a seasoned business executive with a 40-year career in the public and private sectors, takes over general management of the Department of Commerce, an organization with nearly 38,000 employees and an operating budget of over $17 billion.
· Shifts in U.S. Merchandise Trade 2008, an annual compendium of data and analysis examining changes in trade with key U.S. partners and in crucial U.S. industries, was released August 3rd by the U.S. International Trade Commission (USITC).  The Commission reported that in 2008, the U.S. merchandise trade deficit grew 3%; imports were up 8%, while exports jumped 12%.  The report focuses on reasons for key shifts in trade, provides extensive detail, and can be searched by country or commodity sector.  Users will find a comprehensive review of U.S. trade performance in 2008, focusing on changes in U.S. exports, imports, and trade balances of key natural resource, agricultural, and manufacturing industries, as well as changes in U.S. trade with major partners and groups.
· The USITC released The Year in Trade 2008, its annual overview of the previous year’s trade-related activities. The report is one of the government’s most comprehensive reports of U.S. trade-related activities, covering major multilateral, regional, and bilateral developments.  The publication provides a practical review of U.S. international trade laws and actions in 2008, a summary of WTO operations, and an overview of U.S. free trade agreements and negotiations and of U.S. bilateral trade relations with major trading partners.  It includes complete listings of antidumping, countervailing duty, safeguard, intellectual property rights infringement, and section 301 cases undertaken by the U.S. government in 2008. 
· President Barack Obama announced that he is directing the National Security Council and the National Economic Council to undertake a comprehensive review of the U.S. export control system.  In a statement, the White House said current export rules are “rooted in the Cold War era of over 50 years ago and must be updated to address the threats we face today and the changing economic and technological landscape.” From commercial satellites to GPS systems to rivets and bolts, the review could make it easier for U.S. manufacturers to export products that have been strictly controlled due to their presumed military application.
· The U.S. international trade deficit increased to $27.0 billion in June from $26.0 billion (revised) in May, as imports increased more than exports.
Regional
European Union
· European governments continue their heavy subsidies of national aviation interests, even as the EU clamps down on carbon emissions by international airlines.  Airlines have until January to submit to European regulators their plan for cutting emissions by 3%, and failure to do so could make it difficult to land at European airports.
North America

· A former Air Force chief of staff argues in The Wall Street Journal that U.S. dominance in the skies is endangered by Washington’s drive to kill the F-22. Gen. Merrill McPeak says “asymmetrical” conflicts are more likely than conventional, “high-end” warfare, and the argument that no other country can touch the technology found in the F-22 is precisely the reason to continue production of the plane.
· New figures show that international premium air travel fell 21.3% in June from year-ago levels, a slight improvement over May’s 23.6% drop. The stabilizing traffic appeared to come at the expense of revenues, however, as airlines slashed prices to fill the front of the plane. After falling 33% in the first quarter, revenue from premium tickets declined another 41% in the second quarter, according to the latest “Premium Travel Monitor.”
· According to a Polish newspaper, the U.S. military has scrapped plans to build anti-missile bases in Poland and the Czech Republic due to objections from Russia.  Instead, the U.S. will consider Turkey and Israel for the bases, which are intended to defend against attacks from Iran.  Neither U.S., Polish or Czech officials offered any comment on the locations of the anti-missile bases.
· The U.S. national debt will nearly double over the next 10 years as recession crimps government revenue while spending on retirement and medical benefits soars, official forecasts said.  But an estimate by the independent Congressional Budget Office (CBO) took a somewhat more optimistic view of the fiscal funding gap than a separate White House midsession budget forecast, which projected a cumulative $9 trillion deficit between 2010 and 2019.  CBO’s judgment pegged this number almost $2 trillion lower, at $7.1 trillion, because it assumed higher tax revenues.  The national debt now stands at more than $11 trillion.  However, both estimates anticipate a relatively swift decline in the size of the deficit in the years immediately ahead, on the basis of a return to growth in 2010, as the worst U.S. recession since the Great Depression comes to an end.
