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Manufacturing

· Embraer CEO Frederico Fleury Curado expects to a see a turnaround in the commercial jet market by 2011, though it could be “more than five” years before corporate aircraft deliveries regain their 2007-2008 levels. “I don’t think the business jet market will disappear,” he told reporters in Paris. “It may shrink, it may have fewer players, but we believe we can be one of those players.” Though he expects consolidation among general aviation manufacturers, Curado says Embraer is focused on “organic” growth rather than buying a rival.
· To smooth production problems with its 787 Dreamliner, Boeing said it will buy a South Carolina manufacturing plant identified as a major source of the delays. The plant, owned by Vought Aircraft Industries in Dallas, makes sections of the plane’s rear fuselage. Boeing said it will pay $580 million for the facility as well as forgive a $422 million advance given to Vought. “We believe our ability to accelerate production and efficiency at the South Carolina [plant] will generate a quicker return on that $400 million investment than staying on the path we were on with Vought,” said a Boeing spokesman.
· Even though it uses composite materials and will require special approval to fly, the Airbus 350-900 will get off the ground by its goal date of 2013, Louis Gallois, CEO of Airbus parent EADS, assured investors. Gallois insists that Airbus SAS will overcome its struggles to build the airliner at the desired weight and to attain needed certification. The plane, which will seat 314 passengers, is expected to compete with Boeing’s 250-seat 787 Dreamliner and the larger 777.
Trade

· The United States and Japan released the results of their work under the U.S.-Japan Regulatory Reform and Competition Policy Initiative (Regulatory Reform Initiative). U.S. Trade Representative Ron Kirk welcomed progress made in a number of areas that will help to further open Japan’s market, improve its business environment, and stimulate new opportunities for growth. Reform-focused results were seen in a broad range of sectors, ranging from information technologies to agriculture, as well as on cross-cutting issues affecting the business environment such as competition policy. Ambassador Kirk also emphasized the importance of making progress with Japan on other priority issues for the United States. He stated, “Normalizing trade for U.S. beef and securing a level playing field for U.S. insurance providers are two issues that remain of serious concern. I look to Japan to ensure these concerns are addressed as quickly as possible.” 
· On July 7th, Commerce Secretary Gary Locke delivered remarks at a U.S.-Russia Business Summit in Moscow where CEOs and business leaders from both countries presented recommendations to expand bilateral commercial cooperation. The Secretary was joined by Russian Minister of Economic Development Elvira Nabiullina. Presidents Obama and Medvedev also addressed the summit.  On July 6th, the Presidents announced that Locke and Nabiullina would co-chair the Business Development and Economic Relations Working Group as part of the newly formed U.S.-Russian Bilateral Presidential Commission.

· The Senate confirmed the appointment of a former astronaut to lead NASA. Charles Bolden will take over the agency at a time when the U.S. is struggling to define its future in space.  During confirmation hearings, Bolden told senators it is time to invest more heavily in the space agency or risk losing American dominance.  Bolden laid out four priorities for NASA, with the controversial Constellation program at the top of the list.  He also said he wants NASA programs to inspire more young people to study science, technology, engineering and math.
· While China’s domestic market has remained strong thanks to the intervention of the Chinese government, Chinese exports have suffered as a result of the sharp downturn in economic growth in key export markets around the world.  In June 2009, Chinese exports fell by 21.4% year-on-year, the latest in a series of large declines in exports since late 2008. This decline in exports has had a major impact on many of the export- driven industries that were the catalysts for China’s pre-crisis expansion and has led to a major increase in unemployment rates in many areas of China.
· An agreement likely to be signed in New Delhi could take a major step forward in opening the Indian market to U.S. defense exports.  As India moves to modernize its current Russian technology, prime U.S. contractors and manufacturers are preparing to bid for sales of fighter jets and work within the nuclear industry.
· In remarks to the Washington International Trade Association, Secretary of Commerce Gary Locke laid out his prescriptions for how the department can help increase and improve American trade and exports.  The Secretary stated, “The trade priorities I’ve discussed tonight—visa reform, export controls review, intellectual property protection, intergovernmental cooperation and trade promotion—will help U.S. companies increase exports, while setting the country on a path to long-term, sustainable growth that creates jobs here at home.” Citing the increasing number of Americans who perceive foreign trade as a threat, the Secretary announced that he has asked the Commerce Department to work in conjunction with other federal agencies to pursue initiatives aimed at helping those affected by the changing economic landscape.  Noting that enforcement of existing U.S. trade agreements “is a key element in the plan to rebuild support for trade” so that U.S. stakeholders reap the full benefits of these agreements, Secretary Locke stated that Commerce’s Trade Agreements Compliance Program will play an important role in this monitoring and enforcement work.
· U.S. Trade Representative Ron Kirk announced a number of new trade enforcement measures aimed at saving jobs and creating new jobs in the U.S. by leveling the global playing field for American workers and businesses. The steps Ambassador Kirk announced include stronger steps to dismantle sanitary and phytosanitary barriers and technical barriers to trade, such as technical regulations and standards that restrict U.S. exports of safe, high-quality products.
· The U.S. international deficit in goods and services decreased to $26.0 billion in May from $28.8 billion (revised) in April, as exports increased and imports decreased.  The U.S. trade deficit eased in May to its lowest level in almost a decade as exports jumped 1.6% while the recession continued to dampen the American appetite for imports.  According to the Commerce Department, the difference in U.S. trade flows unexpectedly narrowed by 9.8%.  It was the smallest deficit since November 1999.  Reflecting persistent weakness in global economic activity, U.S. imports were down 0.6% from April.  Demand for auto parts from abroad has fallen sharply amid turmoil at Detroit’s struggling automakers.  Imports of foreign crude oil also dropped as fuel consumption remains subdued in an extended recession.  The rise in exports was largely driven by sales of petroleum products, chemicals and industrial machinery.  The figures were also helped by Boeing, which posted 20 orders for aircraft in May.
Regional
European Union
· Financial crisis-stricken Iceland formally applied for European Union membership.
· A U.K. think tank is calling on European governments to support research into commercially viable biofuels for aviation.  Policy Exchange, in a report entitled “Green Skies Thinking,” says, “Sustainable bio-jet fuels are one critical option that can be delivered over the medium term, in time to make a significant contribution to our 2050 emission reduction targets. For this to work, ambitious policies need to be put in place urgently and with the conviction needed to meet the global challenge we face.” The report argues against prioritizing biofuels for autos, on the grounds that the acreage required to grow the fuel sources would reduce the world’s food supply and drive up prices.
Asia

· South Korea and the European Union concluded negotiations on a free-trade deal that may take effect as early as the first half of next year, the Asian nation said, putting pressure on the U.S. to ratify a similar accord.  South Korea and the 27-nation EU wrapped up 26 months of talks and a preliminary signing will take place in September after a legal review. 
North America

· U.S. employers cut a larger-than-expected 467,000 jobs in June and the unemployment rate climbed to a 26-year high of 9.5%.  Professional and business services slashed 118,000 jobs, more than double the 48,000 cut in May.  Manufacturers cut 136,000, down from 156,000.  Construction companies got rid of 79,000 jobs, up from 48,000 the previous month.  Retailers eliminated 21,000, up from 17,600.  Financial activities cut 27,000, following 30,000 in May.  The government cut 52,000 jobs, up from 10,000 the previous month.  Leisure and hospitality cut 18,000 jobs, erasing a gain of the same size in May.
· The Senate voted to halt production of the Air Force’s missile-eluding F-22 Raptor fighter jets in a high-stakes showdown over President Barack Obama’s efforts to shift defense spending to a new generation of smaller F-35 Joint Strike Fighters.  The 58-40 vote reflected an all-out lobbying campaign by the administration, which had to overcome resistance from lawmakers confronted with the potential losses of defense-related jobs if the F-22 program was terminated.  Sen. Christopher Dodd, a strong backer of the program, said his state stood to lose 2,000 to 4,000 jobs if F-22 production ended.  
· New fees to fund surface transportation: The House Committee on Transportation and Infrastructure released the statement of Representative James Oberstar (D-MN) before the Subcommittee on Select Revenue Measures of the House Committee on Ways and Means.  In his statement, Representative Oberstar, who chairs the Committee on Transportation and Infrastructure, proposes various financing options for the Highway Trust Fund.  Among the options is a proposal to raise the excise tax by $1 per barrel on crude oil and refined gasoline and diesel.  Also proposed is a fee of $10 on every twenty-foot equivalent unit (TEU) container moving through a U.S. port.  There is also a proposal for a freight waybill tax (sales tax) of 0.1% on freight shipping costs.  The excise tax proposal would raise an estimated $24 billion over six years.  The container fee proposal would raise an estimated $3 billion over six years.  The proposed freight waybill tax would raise an estimated $740 million annually.  Representative Calvert (R-CA) issued a news release stating that he is proposing an alternative plan that would impose a fee according to the value of each shipment moving through a U.S. port.  The fee would amount to 0.075% of the value of a shipment, but would not exceed $500.  The fee could generate tens of billions of dollars over the next five years.

· The U.S. recession’s grip on the economy appears to be easing but likely has not yet ended, according to a survey of economists released on Monday.  The National Association for Business Economics’ quarterly industry survey found that demand is stabilizing, but a small majority of the 102 respondents said their firms had not yet seen the bottom.  The survey “provides new evidence that the U.S. recession is abating, but few signs of an immediate recovery,” said Sara Johnson, managing director of global macroeconomics for IHS Global Insight, who helped analyze the report for the NABE.  “Industry demand was still declining in the second quarter of 2009, but the breadth of decline had narrowed considerably since late 2008, raising prospects for stabilization in the second half” of the year, she said.  The net demand index dropped to -5 from the first quarter’s -14. In the fourth quarter it registered -28.  Of the four major sectors, financial services showed the strongest demand, with an index reading of +15.  The transportation, utilities, information and communications sector had the lowest reading at -90.  The U.S. recession, which dates to December 2007, is the longest since the Great Depression and the deepest in decades.   Most economists look for growth to return in the second half of the year, but they caution that the recovery is likely to be sluggish.
· The economy sank at a pace of just 1% in the second quarter of the year, a new government report shows.  It was a better-than-expected showing that provided the strongest signal yet that the longest recession since World War II may be winding down.  The dip in gross domestic product for the April-to-June period, reported by the Commerce Department, comes after the economy was in a free fall, tumbling at 6.4% pace in the first three months of this year. That was the sharpest downhill slide in nearly three decades.  The economy has now contracted for a record four straight quarters for the first time on records dating to 1947. That underscores the grim toll of the recession on consumers and companies.  Many economists were predicting a slightly bigger 1.5% annualized contraction in second-quarter GDP.

