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A new era for global trade?
A bleak state of affairs
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A

s we are now beginning the second semester of 2018, we are
tackling our now annual review of global trade. We can say that
it has taken a major stage in these past few months. A few
years ago, we were speaking of a new era for trade, where the
trade benefits for the dairy sector were globally positive and bringing growth to the industry. However, we have seen protectionist
measures have also been on the rise.
The major trade concern today is of course the trade war launched
by the US and the Trump administration. President Trump in a tweet
from March 2018 said that "Trade Wars are good, and easy to win".
However, facts show a different reality.
Back in April 2018, the US imposed tariffs on steel and aluminium
imports from China, which were later followed up with additional
tariffs on Chinese products in July. Canada, the EU and Mexico were
also imposed additional tariffs on steel and aluminium in July. Today,
$106.7 billion worth of products are estimated to be subjected to
these new US tariffs on imports, and President Trump threatens to
impose more tariffs. The reasoning given by the Trump administration is to protect national security and to help reduce the US trade
deficit. Soon after the US decision, China, Canada, the EU, Mexico
and Turkey imposed retaliatory tariffs on US products estimated
today at $73.1 billion.
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The rationale that an economy can suffer because of a trade
deficit can be considered as simple. A negative trade balance does
not reflect the advantages given by exports. In the case of the US,
these are tremendous. Many sectors, in the US and in other exporting countries, bring growth to their industry thanks to exports and
presence in foreign markets. It is well understood that trade creates
jobs and lower costs for industries. Furthermore, tariffs are generally not paid by the exporting country but by the importer that
wishes to import a product. The importer would then increase the
price for the consumer to counterbalance the cost. In the end, the
consumer would be the first to lose from a trade war.
In the case of the US, it can be said that the steel and aluminium
industry sees some growth since the implementation of the additional tariffs, but other sectors now suffer from the increase in
costs for imports and also from a decrease in exports with the retaliation measures. For instance, Mexico has, along with other products, imposed additional tariff on cheeses. This is a major setback
for the US dairy sector as Mexico is their number one export market
for cheeses. On the other side, the EU has signed an important free
trade agreement with Mexico that will increase the EU market access for dairy products in Mexico. This will compete with the 75%
share of Mexico’s cheese import market held by the US in 2017.
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With the announcement with a $12 billion relief package for US farmers by President Trump, the latter shows his intention of continuing this
protectionist policy in the long term. A prolonged trade war will bring
more uncertainty to all parties, from the industry to the consumer.
Protectionist measures are unfortunately on the rise. In its annual
report on "Trade and Investment Barriers", the EU Commission highlights that the nine countries with the highest number of trade barriers still in place are all G20 economies. The 2018 edition published
end of June notes the existence of 396 barriers in 2017 between
57 different trading partners around the world. There were 67 new
barriers created in 2017, with China, South Africa, India and Turkey
leading these new protectionist measures.
At the same time, the EU Commission has been working hard in lifting trade obstacles and concluding free trade agreements. In 2017, 45
obstacles were lifted fully or in part, double than what was reported
in 2016. As for trade negotiations, it is expected that the EU will be
negotiating or have concluded with all trading countries in the world
by 2025 with three exceptions. With the Transatlantic Trade and Investment Partnership being now in permanent frost, the EU and the
US are not expected to conclude any trade relationship anytime soon.
As EDA, we welcome the EU Commission’s positive view and energetic action on trade. EU Commissioner Cecilia Malmström commented that "every €1 billion of export opens 14,000 jobs in the EU". In
the dairy sector, 45,000 jobs in the EU are directly linked to exports.
Furthermore, with EU Commissioner Phil Hogan’s diplomatic offensive for agriculture, the future and growth of our sector can still be
expected as positive despite the uncertainty brought forward with
protectionist measures and trade war. The coming months will be key
for global trade, to see who will better play the waiting game.
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