PAGE  
3

Department of Economic and Community Development

International Division

Monthly Review of Trade and International Matters

January 2009
World Trade Organization

· The Office of the U.S. Trade Representative is modifying the list of EU products subject to additional duties in connection with the WTO dispute settlement rulings in the EU-Beef Hormones dispute.  The modifications, which also help respond to a court-ordered review, make additions to and deletions from the list of the products subject to additional duties, change the EU member states whose products are subject to the duties, and for one product, increase the level of the additional duties.  For more information, please visit www.ustr.gov. 
· The Office of the U.S. Trade Representative announced that the U.S. is seeking WTO dispute settlement consultations with the EU under the WTO “Agreement on the Application of Sanitary and Phytosanitary Measures” regarding the EU’s ban on the import and marketing of poultry meat and poultry meat products processed with pathogen reduction treatments judged safe by both U.S. and European food safety authorities.  In order to produce poultry that is safe for consumption, both in the U.S. and abroad, U.S. companies routinely process poultry with cleansing techniques known as “pathogen reduction treatments”  (PRTs).  In 1997, the EU began prohibiting the use of PRTs to decontaminate poultry carcasses sold in the EU, stopping the shipment of virtually all U.S. poultry.  Since then, the U.S. has attempted without success to resolve the issues without resorting to litigation.  If WTO consultations fail to resolve the dispute within 60 days, the U.S. will be entitled to request that a WTO panel be established to determine whether the EU is acting consistently with its WTO obligations.
· Acting U.S. Trade Representative Peter Allgeier announced that a WTO dispute settlement panel has found important aspects of China’s intellectual property rights regime to be inconsistent with China’s obligations under the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS Agreement).  The U.S. brought claims against China because of serious concerns about several shortcomings in China’s legal regime for protecting and enforcing copyrights and trademarks on a wide range of products.  Both the U.S. and China have an opportunity to appeal the report.  For more information on the dispute, visit www.ustr.gov. 
Manufacturing

· Manufacturing activity fell more than expected in December, hitting the lowest reading in 28 years as new orders and employment continue to decline.  The Institute for Supply Management, a trade group of purchasing executives, said its manufacturing index fell to 32.4 in December from 36.2 in November.  Economists expected the reading to fall to 35.5.  Any reading for the overall index above 50 signals growth, while a reading below 50 indicates contraction.  The index is based on a survey on the institute’s members.   
· Boeing reportedly is mulling plans for an updated 737 that would boost efficiency by about 10% compared with current models.  Boeing and rival Airbus are working toward a 20% reduction in operating costs, but engine manufacturers have yet to come up with innovations that would justify replacing the 737 or A320.  
· India plans to buy eight maritime patrol aircraft from Boeing under a $2.1 billion contract awaiting U.S. government clearance.  The aircraft will be used to monitor India’s coastline.  
· In a cost-savings move, Northrop Grumman says it has consolidated seven units into five. The move created new divisions for aerospace and information, each with about $10 billion in annual sales.
· Lockheed Martin says it could begin to lose key suppliers if the incoming administration delays its decision on the fate of the F-22.  Larry Lawson, general manager of the F-22 program, says suppliers of titanium, structures and advanced electronics would be the first to go, because of the long lead time required.
· Pratt & Whitney signed two 10-year agreements worth more than $1 billion with Delta Air Lines for aircraft engine services.
· The Air Force awarded Boeing a $1.1 billion contract to support and maintain its fleet of C-17 transports.
· For the first time in six years, Airbus says its orders will be lower than its deliveries in 2009.   CEO Tom Enders said the company booked a net 777 orders last year valued at roughly $100 billion.  Deliveries hit a record 483, outpacing Boeing’s 375 deliveries.
· Following repeated delays on its 787 Dreamliner, sources say Boeing executives are rethinking their strategy of global outsourcing and planning to bring more production back in-house.  In dollar terms, outside suppliers are said to account for some 70% of the first-generation 787, and widespread cancellations of outsourcing contracts could prove politically tricky.  Executives appear to believe that reining in suppliers is key to solving the plane’s much-publicized woes.
· The global economic downturn is taking its toll on manufacturers of private jets, a once high-flying sector expected to report dismal results in the coming weeks.  The record pace of new orders began to level off halfway through last year, and analysts say such companies as Cessna and Hawker Beechcraft could see cancellations reach the double digits this year.
Trade

· New Mexico Governor Bill Richardson has withdrawn his name from consideration of the Commerce Secretary cabinet post.   
· A Pentagon task force is joining weapons makers to call for streamlined export procedures.   Defense Business Board Task Group on Best Practices for Export Controls says U.S. manufacturers should be granted broad licenses that cover both weapons and parts, rather than the current practice of requiring a host of individual licenses. The task force also recommended regular updates to the list of munitions that require licenses, noting that some items are now easily obtainable in the marketplace.
· Invest in America transitioned into the U.S. and Foreign Commercial Service within the International Trade Administration of the U.S. Department of Commerce. 
· The U.S. and Iceland signed the U.S.-Iceland Trade and Investment Cooperation Forum Agreement, which will provide a forum for expanding and strengthening bilateral trade and investment relations between the two countries.  Two-way trade between the U.S. and Iceland was $835 million in 2007.  U.S. exports to Iceland totaled $630 million, including aircraft, inorganic chemicals, vehicles and machinery.  

· The U.S-Peru Trade Promotion Agreement (free trade agreement) will enter into force on February 1, 2009.  Currently, the U.S. and Peru enjoy a two-way trade relationship of nearly $9.4 billion annually.  On the first day this agreement enters into force, 80% on U.S. industrial and consumer products and more than two-thirds of current U.S. farm exports will enter Peru duty-free.  

· Late in 2008, the U.S. and Japan completed the latest round of talks under the U.S.-Japan Regulatory Reform and Competition Policy Initiative.  Examples of some issues of concerns to be addressed include telecommunications, medical and health-related industries, transparency/business environment issues, information technology and antimonopoly law compliance/deterrence.  
· The Office of the U.S. Trade Representative recognized Taiwan’s progress on protection and enforcement of intellectual property rights by removing Taiwan from the Special 301 Watch List.  The decision to remove Taiwan from the list resulted from an “out-of-cycle” review announced in April.  The U.S. will continue to carefully monitor Taiwan’s progress in improving its IPR regime, including enactment of pending legislation to fight Internet piracy and efforts to improve customs and border enforcement to prevent the import and export of IPR infringing goods.  

· Big U.S. exporters are opposing a “Buy America” clause in President Obama’s $825 billion stimulus package, due to concerns that the protectionist legislation could spark a trade war with Europe.  The American Steel First Act, approved last week by the House Appropriations Committee, stipulates that only U.S.-made steel may be used in infrastructure projects financed under the stimulus plan.  In a letter to House Speaker Nancy Pelosi, D-Calif., the Aerospace Industries Association and other trade groups warned that the law would result in “shutting U.S. exporters and their workers out of hundreds of billions of dollars of new business” as foreign governments respond with protections of their own.
· The trade deficit decreased to $40.4 billion in November from $56.7 billion (revised) in October as imports decreased more than exports.
Regional

North America
· The U.S. government this year is expected to spend $7.4 billion securing its computer networks against cyber-attacks, and big defense firms are angling for a piece of the pie that is expected to grow to $11 billion by 2013.  Raytheon is looking to boost its ranks of certified security engineers by 50% this year, while both Boeing and Lockheed Martin have established new units for cyber-defense within the past six months.  
· The U.S. Missile Defense Agency has extended its contract with Boeing for a Ground-based Midcourse Defense (GMD) system.  The $397.9 million contract extension awarded to Boeing’s Integrated Defense Systems unit will allow continued development of GMD until June, when a long-term contract may be awarded.
· With Boeing’s 787 now two years behind schedule, and the new Airbus A350 still four years away, Airbus says it is seeing a surge in orders for its 15-year-old A330 model.  Carriers from Asia and the Middle East have been adding A330s, sometimes as a stopgap measure until their 787 orders are filled.  While Airbus expects the A330 to continue selling strongly through 2015, Boeing says it is unconcerned with the competition.
· U.S. employers shed 524,000 jobs in December.  December’s job losses brought the total for 2008 to 2.45 million, spanning a recession that started 12 months ago.  The unemployment rate jumped to 7.2% in December, from 6.8% in November.  The 7.2% was the highest unemployment rate since January 1994 when the country was shaking off a jobless recovery from the 1990-1991 recession.  According to economists, the accelerating job loss—more than one million jobs have disappeared in just two months—suggests that the recession will last at least into early summer, making it the longest since the 1930s.  

· The Commerce Department reported that retail sales dropped 2.7% in December, more than double the 1.2% that was expected.  It was a record sixth straight monthly decline.  For the entire year, retail sales were down 0.1%, following a 4.1 gain in 2007. 

· The Connecticut Department of Labor announced that the State lost 11,500 jobs in December, pushing the unemployment rate to 7.1 percent from 6.6 percent in November.  
