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Manufacturing

· Though the U.S. Defense Department can’t ink a multi-year contract for the F-35 Joint Strike Fighter until 2014 at the earliest, government officials are already promoting such contracts among foreign buyers.  Navy Capt. Wade Knudson, acting program manager of the F-35, says eight foreign partners could reduce unit costs by signing contracts good for at least three years, allowing Lockheed Martin to negotiate better pricing from suppliers.  U.S. military services also hope to enter into multi-year contracts for the plane but cannot do so until it is in full production.
· Boeing is responding to skeptical comments by some analysts, insisting it is on track to deliver its first 787 to Japan’s ANA in the first quarter of 2010.
· The U.S. government announced that demand for big-ticket manufactured goods soared by the largest amount in 16 months in April, the second increase in the last three months.  The Commerce Department said orders for durable goods rose 1.9% in April, more than four times the 0.4% increase that had been expected.  But the government is revising down its estimate for new orders in March to show a drop of 2.1%, a much bigger fall than the 0.8% decline previously reported.  The strength for durable goods orders in April came in several areas. Transportation orders rose 5.4% as orders for motor vehicles and parts jumped by 2.7%, the biggest one-month gain since July 2007. However, even with the increase orders for motor vehicles remain at depressed levels as the nation’s car companies continue to struggle.  Orders for commercial airplanes fell 6.8% in April but orders for military aircraft were up 1%.  Other areas of strength in April were defense capital goods which soared by 23.2% and machinery orders which were up 2.7%. Orders for primary metals such as steel rose by 1% and demand for communications equipment rose by 6.9%. 
· EADS repeated its earnings warning on and said it is holding off on defense-related acquisitions as it seeks to conserve cash.  Speaking at the company’s annual meeting, CEO Louis Gallois said this year’s earnings will be lower than the $3.91 billion achieved last year, and that “the critical year will be 2010.” Gallois added that the troubled A400M military transport is progressing toward its first flight, though he declined to offer a date.
Trade

· U.S. and Peru representatives met in Peru to continue their discussions on the Forest Sector (Logging) Annex to the Environment Chapter of the U.S.-Peru Trade Promotion Agreement (PTPA).  Both the U.S. and Peru delegations held their first-ever joint open forum with civil society, including the private sector and non-governmental organizations, to discuss progress made to date and address concerns related to the implementation process.  The Office of the U.S. Trade Representative (USTR) continues to work closely with the Government of Peru to ensure that the environmental obligations under the PTPA are successfully implemented in a transparent manner.
· U.S. Trade Representative Ron Kirk announced that due to recent signs of progress in negotiations with the EU, the U.S. is delaying the imposition of additional duties on a modified list of EU products in connection with WTO dispute settlement rulings in the EU – Beef Hormones dispute.  Under a determination announced on January 15, 2009, the additional duties were to go into effect on April 23, 2009. Ambassador Kirk announced that the United States will delay the trade action until May 9th, to provide a little more time to negotiate a settlement with the EU.
· The U.S. Senate has confirmed Demetrios Marantis as Deputy United States Trade Representative.  Marantis will be responsible for U.S. trade negotiations and enforcement in Asia and Africa.  He will also lead USTR global initiatives on trade and development, labor, and the environment.  Marantis has extensive trade policy experience.  He served most recently as the Chief International Trade Counsel for the Senate Finance Committee, advising Finance Committee Chairman Max Baucus and other members of the Committee on trade and economic issues, and previously served at USTR as Associate General Counsel, responsible for provisions in the U.S.-Singapore and U.S.-Chile Free Trade Agreements.
· U.S. Trade Representative Ron Kirk and EU Trade Commissioner Catherine Ashton agreed in principle on a way forward in the long-running dispute over hormone-treated beef.  The agreement in principle would provide additional duty-free access to the EU market for high-quality beef produced from cattle that have not been treated with growth-promoting hormones – 20,000 tons in the first three years and increasing to 45,000 tons beginning in the fourth year.  Under the agreement, the United States will maintain existing sanctions and will not impose new sanctions on EU products during the initial three-year period, and will eliminate all sanctions during the fourth year.  The two sides will refrain from further litigation at the WTO regarding the EU’s ban on beef treated with certain growth-promoting hormones for at least 18 months.  Before the end of the four-year period, the two sides will seek to conclude a longer-term agreement.
· USTR released its annual “Special 301” Report on the adequacy and effectiveness of intellectual property rights (IPR) protection by U.S. trading partners. Significant developments in this year’s Special 301 Report include Canada’s elevation to the Priority Watch List for the first time, as well as the elevation of Algeria and Indonesia.  As it did last year, the report highlights the prominence of IPR concerns with respect to China (which is included on the Priority Watch List) and Russia, despite some evidence of improvement in both countries.  Of the 77 trading partners reviewed for this year’s list, 12 countries were placed on the Priority Watch List: China, Russia, Algeria, Argentina, Canada, Chile, India, Indonesia, Israel, Pakistan, Thailand, and Venezuela. These countries do not provide an adequate level of IPR protection or enforcement, or market access for persons relying on intellectual property protection. Thirty-three (33) trading partners are on the lower level Watch List, meriting bilateral attention to address the underlying IPR problems.  Paraguay will continue to be monitored under Section 306 monitoring under a bilateral Memorandum of Understanding that establishes objectives and actions for addressing IPR concerns in that country.  The Administration will conduct Out-of-Cycle Reviews for Fiji, Israel, the Philippines, Poland, and Saudi Arabia to monitor progress on specific IPR issues.
· U.S. Customs and Border Protection’s Office of International Trade advises the trade community that CBP will begin collecting a 10% duty on imports of softwood lumber from Canada beginning April 15. The duty will be imposed on softwood lumber products as defined by the U.S.– Canada Softwood Lumber Agreement until the United States has collected $54.8 million. The 10% “ad valorem” duty was directed by the United States Trade Representative under Section 301 of the Trade Act on imports of softwood lumber products from the provinces of Ontario, Quebec, Manitoba and Saskatchewan.
· In his first policy speech, the top United States trade official said that President Obama would work to revive global trade talks and complete three bilateral accords as part of an aggressive trade agenda. Ron Kirk said President Obama would work to complete three trade agreements negotiated in the previous administration. The administration plans “a new paradigm” on trade, the trade representative, Ron Kirk, told an audience at Georgetown University. “We’re looking at everything,” he said. Rejecting fears of a turn to protectionism or a softening of support for free trade, Mr. Kirk said: “Now is not the time to turn inward. Now is not the time to be timid. Now is the time to revive global trade.” 
· U.S. Trade Representative Ronald Kirk and Angola Minister of External Affairs Afonso de Sousa dos Anjos signed a Trade and Investment Framework Agreement (TIFA) that will provide a forum to address trade issues and help enhance trade and investment relations between the U.S. and Angola.  A U.S.-Angolan Council on Trade and Investment will be formed under the TIFA to address a wide range of trade and investment issues that include, but are not limited to, trade capacity building, intellectual property and labor. U.S. exports to Angola in 2008 were about $400 million; U.S. imports from Angola were about $4.0 billion, over 95% of which is related to the oil and gas sector.
· U.S. Trade Representative Ron Kirk announced the signing of a Memorandum of Understanding (MOU) between the U.S. and the European Commission (EC) in the beef hormones dispute.  The agreement will provide U.S. producers significant additional access, at zero duty, to the EU market for high-quality beef produced from cattle that have not been treated with growth-promoting hormones.  The EU import quota would be set at 20,000 tons in each of the first three years, and this would increase to 45,000 tons in the fourth year.  Under the MOU, the U.S. and the EC will seek to use experience gained in the first phase to enter into the second phase.  Before the end of the second phase, they would seek to conclude a follow-on agreement that will extend the arrangement for a number of additional years.
· In response to a March 24th letter from U.S. Senate Committee on Small Business and Entrepreneurship Chair Mary Landrieu, D-La., Ranking Member Olympia J. Snowe, R-Maine, and Sen. Chuck Schumer, D-N.Y., requesting the addition of an Assistant United States Trade Representative (USTR) to focus exclusively on small business export issues, USTR Ronald Kirk recently said that his office would look into creating the position to help small businesses.
Regional
European Union
· Faced with a severe budget crisis, Britain has missed a payment for a final production stage of the Eurofighter Typhoon combat plane, and officials are considering pulling out of the program.  With the biggest Eurofighter order among the four nations developing the plane, Britain could face penalties of $6 billion if it backs out now, and critics say such a move would lead to a brain drain among engineers and other defense workers.
· The European Union fined Intel Corp. a record Euro 1.06 billion ($1.45 billion), saying the world’s biggest computer chip maker used illegal sales tactics to shut out smaller rival AMD.  The fine exceeded a Euro 899 million monopoly abuse penalty for Microsoft last year.  Intel called the decision “wrong” and said it would appeal.  Intel, based in Santa Clara, California, has about 80% of the world’s personal computer microprocessor market — and faces just one real rival, Advanced Micro Devices Inc.
Asia
· One day after detonating an underground nuclear device, North Korea reportedly has fired two short-range missiles. According to intelligence sources in South Korea, the North launched one surface-to-air missile and one surface-to-ship missile, each with a range of about 80 miles.  North Korea said the tests would “contribute to defending the sovereignty of the country and the nation and socialism, and ensuring peace and security on the Korean peninsula and the region.”
· Boeing said the Indian government has requested proposals for two helicopter projects totaling more than $2 billion.  The Indian Air Force wants 22 attack helicopters and at least 15 heavy-lift helicopters as part of a $30 billion defense modernization plan.  A new coalition government led by the Congress Party has said the defense push will be among its top priorities.
North America
· Federal Reserve Chairman Ben Bernanke told Congress the economy should start growing again later this year, his most optimistic assessment of the country’s financial health since the recession struck with force last year.  But Bernanke warned that even after a recovery gets under way, economic activity is likely to be subpar.  That means businesses will stay cautious about hiring, driving up the nation’s unemployment rate and causing “further sizable job losses” in the coming months, he told the Joint Economic Committee.
· The pace of layoffs slowed in April when employers cut 539,000 jobs, the fewest in six months. The unemployment rate climbed to 8.9%, the highest since late 1983, as many businesses remain wary of hiring given all the economic uncertainties.  The U.S. Labor Department tally released wasn’t nearly as deep as the 620,000 job cuts that economists were expecting, and was helped by a burst of government hiring. The rise in the unemployment rate from 8.5% in March matched economists’ forecasts.  Job losses in February and March turned out to be deeper, according to revised figures.  Employers cut 681,000 positions in February, 30,000 more than previously reported.  They cut 699,000 jobs in March, more than the 663,000 first reported.  Construction companies axed 110,000 jobs, down from 135,000 in March.  Factories got rid of 149,000 jobs, down form 167,000 the month before.  Retailers cut payrolls by nearly 47,000, less than the nearly 64,000 cut in March.  And job losses in financial activities dropped by 40,000, down from 43,000 in the previous month.  
· Delta Air Lines says it will create a joint venture with Air France-KLM that could eventually operate more than 200 daily flights across the Atlantic, plus additional routes to India and the South Pacific.  The companies plan to share both costs and revenues, with the latter reaching an estimated $12 billion a year.
· Following the termination of the VH-71 helicopter program, the Pentagon is considering two separate helicopters for the president -- one for routine travel and one for emergencies.  Defense Secretary Robert Gates told a House subcommittee he finds the proposal intriguing and plans to study it further.
· The U.S. Senate voted to confirm Randy Babbitt, President Obama’s choice to lead the Federal Aviation Administration.  The former president of the Air Line Pilots Association will face a long-simmering labor feud with air traffic controllers and oversee the rollout of the NextGen system.
· President Obama tapped federal appeals judge Sonia Sotomayor for the Supreme Court, making her the first Hispanic in history picked to wear the robes of a justice.  If confirmed by the Senate, Sotomayor, 54, would succeed retiring Justice David Souter. 
· President Obama has tapped former astronaut Charles Bolden to lead NASA through its transition from the space shuttle to the Orion moon lander.  If confirmed by the Senate, Bolden will become only the second astronaut in 50 years to head the space agency.
· The U.S. trade deficit rose in March for the first time since last July as the global recession cut into the sales of U.S. exports.  The trade deficit rose to $27.6 billion in March, which was slightly lower than the $29 billion that economists had forecast.  
· The Commerce Department reported that the U.S. GDP sank at a 5.7% pace in the first quarter as the force of the recession carried over into this year.  Weakness in the first quarter mostly reflected massive cuts in spending by businesses on home building, equipment and software and many other things. U.S. exports plunged, so did spending on commercial construction and inventories.

