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INTRODUCTION

As pointed out in a recent analysis published in late July by the Editorial Board in Bloomberg, we may
be facing a vacuum of leadership in the trade field due to changing perceptions on the benefits of an
open trading system. In the United States the next president, it seems, will be either atimid,
wavering defender of trade or an outright protectionist. Meanwhile, Britain’s decision to leave the

European Union brings the prospect of new trade barriers within the EU, threatening wider

disruption to what’s been up to now a model of economic integration.

Source: The New York Times

The threat is not so much that there
will be a headlong retreat from
globalization. As the Bloomberg
analysis underlines, the forces
pushing the other way — advancing
technology, not least — are probably
too powerful. The real danger is in
failing to grasp all the benefits that
further economic integration has to
offer. The prevailing mood
jeopardizes opportunities such as
the Trans-Pacific _ Partnership, the
Transatlantic Trade and Investment
Partnership, and a resuscitated World
Trade Organization. Moving forward

on any or all of those projects, concludes the Blomberg analysis, would boost confidence at a time
when the world economy badly needs it. Leaders in the U.S. and Europe can and should do better.

The political debate is particularly critical in the
United States. While a_recent report by the US
International Trade Commission (USITC) underlined
the positive effects for the US economy of
multilateral, bilateral and regional trade deals
concluded by the United States since the mid-1980s,
the Republican and Democratic Party Conventions,
both of which took place in July, became the
battleground for different visions on the benefit of
trade agreements, such as the TPP, for the US.
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Through his political beliefs,
Donal Trump has established a
forceful and destructive anti-
trade agenda. In many
interviews and speeches he
has been critical of trade
deals: “first, the disaster
called NAFTA; second, China’s
entry into the World Trade
Organization; and finally, the
Trans-Pacific Partnership,
which is the greatest danger
yet. The TPP, as it is known,
would be the death blow for
American manufacturing.”

Source : Olivier Douliery/Getty Images

Thus, politics and Brexit are having an impact on the way people look at trade liberalization, and
affecting the perspectives of some critical trade agreements and negotiations, such as the TPP and
the TTIP.

TRADE AGREEMENTS AND BREXIT

It is not clear yet what would be the impact of Brexit on existing and future trade agreements — it is
not even clear when the referendum’s results would start being implemented. Other than the
changes in the UK government, with the appointment of a new Prime Minister — Theresa May,
herself a supporter of the UK stay in the EU - and her new ministerial team, very little is clear. “Brexit
means Brexit” said the new Prime Minister shortly after taking office, but she hasn’t clarified yet —
and nobody knows exactly - what she meant by that.

“Brexit means Brexit” provides
little guidance as there are many
ways for the UK to leave the
European Union, and so many
different kinds of new
relationships with the EU on offer,
each with their own balance of
advantages and disadvantages.
And although most analysts focus
on the UK’s after-Brexit options,
few explore what the UK partners
— primarily, but not only the EU —
are willing and able to negotiate
with the UK.

Source - CNN

A new trade relationship with the EU could follow the Norwegian or the Swiss models. Following the
Norwegian model, the UK could become part of the European Economic Area (EEA), which was
established in 1994 to give non-European countries the possibility of participating in the EU Single
Market while remaining not committed to other, non-trade aspects of the EU. All EU countries plus
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Iceland, Lichtenstein and Norway are
members of the EEA. The non-EU
members of the EEA are not part of the
EU Customs Union, they do not belong
to the Common Agriculture Policy (CAP)
and, notably, they can set their own
external tariffs and conduct their own
trade negotiations with countries
outside the EU.

The Swiss model is somehow more
flexible. Switzerland has entered with
the EU into a number of bilateral
treaties to regulate their “bilateral” Source: New York Times

relations in a specific number of areas,

and belongs — together with the non-EU members of the EEA - to the European Free Trade
Association (EFTA), which provides for free trade with the EU in non-agricultural goods. A Swiss plus
model could be to join EFTA, an association the UK helped found when it decided in 1957 to remain
outside of the EEC, the predecessor of the EU.

Relying primarily on WTO rules is of course another option. The UK was an original member of the
General Agreement on Tariffs and Trade (GATT), and remains a member of the WTO in its own right.
However, as it subsumed its trade policy to that of the EU over the years, the EU took over
negotiations on its behalf, and the UK’s WTO membership is now intertwined with that of the EU.
The job of the UK trade negotiators would be to disentangle themselves, and establish the UK as a
fully independent member of the WTO.

Alternatively, the U.K. could be
welcomed into a revisited and
eventually expanded NAFTA.
Negotiations on a Canada-EU
agreement have been completed,
although the treaty is awaiting
approval, and Mexico already has a
trade agreement in force with the
EU, meaning both countries already
have an agreement with pre-exit
U.K. In fact, Mexico has already
prepared a draft proposal for an

Source: Reuters agreement with the U.K.

Thus, the jury is still out on the actual impact of Brexit on future UK and potential partners trade
arrangements.

THE TRANS-PACIFIC PARTNERSHIP (TPP)

The TPP agreement is a long and complex government document, but its length and complexity are
matched only by the impact it could have on the global economy -- and the controversy it has
created. Championed by President Obama, it was one of the few White House initiatives that
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received bipartisan support. An agreement on the deal was reached in early October, after more
than five years of talks, and it is now awaiting congressional approval.

At its most basic, the TPP is a proposed trade agreement aimed at promoting investment and trade
links between 12 countries on both sides of the Pacific Ocean. It includes heavy hitters like the
United States, Mexico, Japan and Australia, as well as Vietnam, Brunei and Peru. Notably absent
from the group: China.

Source: Andrew Harrer/Bloomberg via Getty Images

In many ways, the TPP deal reflects President Obama’s ambition to increase U.S. influence in Asia. It
also serves as a check on China’s growing economic influence in the region. “When more than 95
percent of our potential customers live outside our borders, we can’t let countries like China write
the rules of the global economy,” Obama said in a statement in October. “We should write those
rules, opening new markets to American products while setting high standards for protecting
workers and preserving our environment.”

A recent Policy Brief by the Peterson Institute for International Economics, analyses in detail the
implications of the TPP for the World Trading System. The TPP is the most comprehensive trade deal
ever negotiated between developed and developing countries. TPP countries account for more than
one-third of global output, and the TPP’s size and influence could expand significantly as new
members ask to join after the pact enters into force.

The PIIE Policy Brief assesses how the TPP is likely to shape bilateral and regional trade initiatives in
the Asia-Pacific and set precedents for new multilateral trade initiatives. Given the large economic
footprint of TPP countries, the TPP will affect the economies of both participating and
nonparticipating countries alike and influence the trade talks in the Asia-Pacific region in which they
are engaged. TPP precedents also could contribute to the revival of multilateral trade negotiations in
the WTO.

The TPP is complementary to and provides impetus for concurrent regional liberalization efforts such
as the Regional Comprehensive Economic Partnership (RCEP) and the China-Japan-Korea trilateral
talks, both of which involve important building blocks toward a prospective Free Trade Area of the
Asia-Pacific (FTAAP). The TPP increases the stakes for nonparticipating countries to make meaningful
progress in these deals. But because the TPP includes some countries in the Asia-Pacific region and
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excludes others, it could also disrupt ongoing integration efforts among the 10 members of the
Association of Southeast Asian Nations (ASEAN) and the four current members of the Pacific Alliance
on the western rim of Latin America.

In the same vein, according to an analysis published in The National Interest by two former US
Ambassadors® the Trans-Pacific Partnership (TPP) is vital to America's economic interests. The TPP
will not only cement America’s central role in global trade rules. It will also reinforce U.S. strategic
leadership in the Asia-Pacific region, which is critical to US prosperity in the twenty-first century.
Failure to pass TPP in the U.S. Congress will send a message of weakness, retreat and unreliability to
Asian and Latin American partners.

TPP is not a perfect deal...perhaps the deal’s
most noteworthy attribute, however, is its
victory for America’s future in the Asia-
Pacific region, according to The National
Interest piece. Already, South Korea,
Indonesia and the Philippines have
expressed interest in joining TPP. It
provides an opportunity to redirect China—
thus far excluded from the TPP
agreement—and to encourage it to play by
a common set of tougher rules. China,
which conducts large volumes of trade with
TPP countries, namely Japan, Malaysia and
Vietnam, will have little choice but to abide
by the higher standards imposed by TPP if it
wants to maintain key trade partners in the region. The TPP will energize China’s current reform
process and potentially even pave the way for broader regional cooperation in the future.

Source: The National Interest

THE TRANSATLANTIC TRADE AND INVESTMENT PARTNERSHIP (TTIP)

The efforts to conclude a transatlantic trade deal will continue despite the United Kingdom’s
decision to leave the European Union, according to the European Union’s top trade official. “There
are a lot of uncertainties related to Brexit and we will have to wait and see the clearer picture. But
for now and for the immediate future, the UK is a member of the EU, and we will negotiate the TTIP
on behalf of all the twenty-eight members. TTIP will survive Brexit,” said Cecilia Malmstrém, the
European commissioner for trade, at an event hosted by the Atlantic Council’s Global Business and
Economics Program.

A recent analysis in the New York Times refers to some of the reasons why the TTIP negotiations
may not be concluded any time soon. Relatively straightforward parts of the TTIP talks — like
lowering tariffs — are not yet finished, and participants face critical choices on many other topics.
The Europeans are seeking concessions so that their companies can do more business with federal
and state authorities in the United States, which are currently required to buy American goods and

! Governor Jon M. Huntsman, Jr. is Chairman of the Atlantic Council and served as Ambassador to China from
200 11. Gary Locke served as Ambassador to China frong2811
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services. They also want to protect the names of foods like Parma ham and Roquefort cheese from
being used by American manufacturers.

The United States, from its part, wants firm protections for investments by American companies in
Europe, in case a member state fails to uphold the terms of the pact. They also want far greater
access to European food and agricultural markets to sell more of their produce, including beef,
which is banned in Europe if treated with growth-promoting hormones.

Brexit may also have an
impact on the TTIP
negotiations.  Britain  has
long been among the most
enthusiastic supporters of
free trade in Europe, but its
vote last month to leave the
European Union will make
the country less of a force in
the negotiations. However,
far from killing off TTIP,
Brexit may provide the boost
of political will needed to
drag the trade deal over the
finish line, and could unleash
a wave of economic liberalism across Europe. While the agreement may be delayed past 2017/18
(something, it should be said, that was already on the cards before the referendum) TTIP is far from
dead. Rather, Brexit may strengthen the resolve of those wishing to negotiate the agreement in the
interest of European unity.

Source: EurActive.com

In spite of this critical, and somehow new attitudes towards trade agreements, the TTIP chief
negotiators, Dan Mullaney for the US and Ignacio Garcia Bercero for the EU, said they are aiming to
get the agreement completed by the end of the year. Still, it remains uncertain, how the British
quitting the EU will affect the US view on the negotiations, as the UK is the largest US export market
within the EU - and the fifth biggest in the world.

OTHER RTA ACTIVITY

Notwithstanding Brexit and the “new” politics of trade agreements in the US and Europe, the month
of July was very active in the field of trade negotiations, with several FTAs been signed and others
being actively negotiated/encouraged.

President Mauricio Macri's visit to France, Germany and Belgium could not only give a new boost to
the political relationship between Argentina and the EU, but also help to “move forward" the trade
agreement being negotiated between the EU and Mercosur.
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In an unrelated developments, a July
28 Mercosur meeting was cancelled
as Venezuela’s chairmanship of the
bloc was contested by other
Mercosur countries. Founded in
1991, Mercosur is a sub-regional
economic  bloc  that includes
Argentina, Brazil, Paraguay, Uruguay
and Venezuela. Uruguay was seeking
to transfer the Mercosur presidency
for this half of the year to Venezuela.
However, there have been concerns
over growing discord in Venezuela

Source: Yahoo News amid a political standoff between

Venezuela's President Nicolas

Maduro and the opposition-dominated parliament. Both Paraguay and Brazil had raised the

possibility of blocking Venezuela's chairmanship due to what is being claimed to be a breakdown of
democratic order in Venezuela.

Completion of another regional trade agreement, the EU-Canada Comprehensive Economic and
Trade Agreement (CETA) is at risk of becoming bogged down in a spat between EU capitals and
Brussels over whether national parliaments should get to ratify the deal. The European
Commission has waded into sensitive political territory by suggesting that, legally, the wide-ranging
accord could simply be approved by national trade ministers and by the European Parliament to take
effect. While EU leaders are highly supportive of this trade deal, the Commission’s push for a
streamlined adoption has raised the prospect of an ugly power struggle even as the bloc seeks to
cope with the trauma of Britain’s vote last month to leave the EU.

To avoid further complications, the EU’s executive has agreed to give national parliaments a say on
CETA, in a climb down after its proposal to bypass those legislatures triggered an outcry
from EU capitals. The initial deal, reached in October 2013, was at the time described by the EU as a
"landmark achievement for the trans-Atlantic economy" and a stepping stone for a free trade
agreement with the United States. It is the largest such accord ever pursued by Canada, and both,
Canada and the EU, now hope to sign the agreement in October, once it has been approved on both
sides of the Atlantic.

Participants in the Trade in Services Agreement (TISA), a plurilateral initiative to improve and expand
trade in services, held its nineteenth round of negotiations. The TISA negotiations began in early
2013, and cover, inter alia: financial services; ICT services (including telecommunications and e-
commerce); maritime transport services; air transport services; competitive delivery services; energy
services; professional services; temporary entry of business persons; and government procurement.
There are currently 23 parties to the TISA negotiations. They make up about 70 percent of global
trade in services and include: Australia, Canada, Chile, Chinese Taipei, Colombia, Costa Rica,
European Union (representing its 28 Member States), Hong Kong, Iceland, Israel, Japan,
Liechtenstein, Mexico, New Zealand, Norway, Pakistan, Panama, Paraguay, Peru, Republic of Korea,
Switzerland, Turkey and the United States. Finally, China and Uruguay have expressed interest in
joining the TISA negotiations.

On June 10, the European Parliament signed an Economic Partnership Agreement (EPA) with six
member states of the South African Development Community (SADC). The deal offers duty free
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access for products from Namibia, Mozambique, Botswana, Swaziland, Lesotho and improved EU
market access for South Africa. “This development-oriented regional trade agreement has the
potential to contribute to sustainable economic growth and deepened intra-regional trade and
integration. The SADC States should, however, conduct trade and development-friendly domestic
policies, pursue structural reforms and consider using the potential of the EPA by going beyond
trade in goods and address services in the future. The EU needs to provide assistance for capacity
building, while the EP has to monitor implementation”.

Source: SABC

On July 11, 2016, the Government of Canada and Ukraine signed the Canada-Ukraine Free Trade
Agreement (CUFTA). This represents an important milestone in the Canada—Ukraine bilateral
relationship and will create new opportunities for businesses in both countries. The agreement will
reportedly eliminate 99.9 per cent of duties on imports from Ukraine to Canada, and remove around
86 per cent of duties on goods moving from Canada to Ukraine.

Also, the Free Trade Agreement between Korea and Colombia took effect as of 14 July 2016, opening
doors wider for Korean exporters to Latin America's third-largest market. Korea exports cars, auto
components and petrochemical products to Colombia while importing crude oil, coffee and
ferroalloy. Korea's exports to Colombia totalled $1.1 billion last year, while imports marked $800
million. On the Korean part, it is expected that cars, auto components and cosmetics to benefit most
under the free trade pact. A tariff on cars, currently at 35 per cent, will be scrapped within 10 years
while the auto parts tariff will also be eliminated within five years. On the Colombian side, it is green
and toasted coffee, cacao, beauty products and footwear that will benefit from duty-free market
access.

Other Asian and Latin American counterparts decided to renegotiate already existing trade
agreement. The FTA between Chile and South Korea has been in legal force for more than 12 years.
Both parties agreed to deepen the FTA on 13 July 2016 during the bilateral meeting in Seoul,
Republic of Korea. In 2003, before signing the trade deal, the bilateral trade between Chile and
Korea amounted for USD 1.6 billion, while in 2015 it reached USD 6 billion benchmark, having
increased by more than 300% in these years. For the moment, both countries consider it a priority to
profound their international trade relations. The main areas of negotiation will include, inter alia,
market access, services, investment and probably electronic commerce.

While some FTAs connecting trade partners from different parts of the world entered into force,
others are in the early stages of their negotiations. The EU and Indonesia agreed on 18 July 2016 to
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negotiate an ambitious agreement that facilitates trade and investment and covers a broad range of
issues, including customs duties and other barriers to trade, services and investment, access to
public procurement markets, as well as competition rules and protection of intellectual property
rights. The agreement will also include a comprehensive chapter aiming to ensure that closer
economic relations between the EU and Indonesia go hand in hand with environmental protection
and social development. Trade in goods between the EU and Indonesia amounted to over €25 billion
in 2015 with the EU being Indonesia's fourth largest trading partner and Indonesia being the EU's
fifth largest trading partner in South-East Asia, but only ranking 30th in the general EU trade ranking.

Finally, at the occasion of the 11th Summit of the Pacific Alliance, which was held in Puerto Varas,
Chile, trade ministers of Colombia and Costa Rica agreed on August 1, 2016 as the date for the entry
into force of the FTA between both countries. The negotiations on the Free Trade Agreement
between Colombia and Costa Rica had been concluded on 06 March 2013, and the agreement went
subsequently through the legislative process in both countries.
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