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WASHINGTON: The US trade deficit increased to a near 9-1/2-
year high in February, with both exports and imports rising to record
highs, but the shortfall with China narrowed sharply.

News of the worsening trade deficit comes as the United States
and China are embroiled in tit-for-tat tariffs which have rattled
global financial markets. It also underscores the challenges con-
fronting President Donald Trump’s “America First” trade policies
aimed at eradicating the deficit.

The Commerce Department said yesterday the trade gap rose
1.6 percent to $57.6 billion, the highest level
since October 2008. The deficit has now
risen for six straight months. The goods
trade deficit was the highest since July 2008
and the surplus on services was the lowest
since December 2012. Economists polled by
Reuters had forecast the trade gap widen-
ing to $56.8 billion in February. Part of the
rise in the trade deficit in February reflected
commodity price increases.

The politically sensitive goods trade
deficit with China fell 18.6 percent to $29.3 billion. The deficit with
Mexico surged 46.6 percent in February.  The Trump administration
on Tuesday targeted 25 percent tariffs on some 1,300 Chinese in-
dustrial technology, transport and medical products, to force
changes in Beijing’s intellectual property practices. China swiftly re-
taliated on Wednesday with a list of similar duties on key American
imports including soybeans, planes, cars, beef and chemicals Trump,
who claims the United States is being taken advantage of by its trad-

ing partners, has already imposed broad tariffs on imported solar
panels and large washing machines. He has also slapped 25 percent
import duties on steel and 10 percent on aluminum.

While these actions may prove politically popular with Trump’s
working class political base, especially in states hard-hit by factory
closures and import competition, analysts warn they could undercut
economic growth and raise prices for both consumers and produc-
ers.  Strong economic growth, which is drawing in imports, and the
Trump administration’s $1.5 trillion income tax cut package will

worsen the trade deficit, economists say.
“By our calculations, the tax legislation

and two-year budget deal will add $205 bil-
lion to the federal budget deficit this year,
which increases the nominal trade deficit by
$75 billion,” said Ryan Sweet, an economist
at Moody’s Analytics in West Chester, Penn-
sylvania. “In 2019, the tax legislation and
budget deal will boost the federal deficit by
$480 billion, boosting the trade deficit by
$161 billion. Therefore, we expect trade to

be a drag on US GDP growth this year and next.”
US financial markets were little moved by data.

Drag on growth 
When adjusted for inflation, the trade deficit slipped to $69.11

billion from $69.96 billion in January. Still, the so-called real trade
deficit is above the fourth-quarter average of $66.81 billion. 

This suggests trade would subtract from first-quarter gross do-

mestic product. Trade sliced 1.16 percentage points from fourth-
quarter GDP growth. The economy grew at a 2.9 percent annualized
rate during that period. In February, exports of goods increased 2.3
percent to $137.2 billion, boosted by shipments of industrial mate-
rials and supplies as well as sales of motor vehicles and engines.
There were also increases in exports of capital goods such as civilian
aircraft and drilling and oilfield equipment.

Exports to China were unchanged in February.
Goods imports jumped 1.6 percent to $214.2 billion in February,

lifted by imports of food, industrial materials and supplies, and cap-
ital goods.  Imports of services rose to a record $47.8 billion from
$46.8 billion in January, likely boosted by royalties and broadcast
license fees related to the Winter Olympics.

Imports from China declined 14.7 percent in February. In a sep-
arate report on Thursday the Labor Department said initial claims
for state unemployment benefits rose 24,000 to a seasonally ad-
justed 242,000 for the week ended March 31. Economists polled by
Reuters had forecast claims rising to 225,000 in the latest week.
Last week’s increase likely reflected difficulties adjusting the data
around moving holidays like Easter and school spring breaks. The
labor market is considered to be near or at full employment. The
jobless rate is at a 17-year low of 4.1 percent, not too far from the
Federal Reserve’s forecast of 3.8 percent by the end of this year. The
claims data has no bearing on March’s employment report, which is
scheduled for release on Friday. According to a Reuters survey of
economists, nonfarm payrolls probably increased by 193,000 jobs
in March. The unemployment rate is forecast falling one-tenth of a
percentage point to 4.0 percent. —Reuters
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China will win
any trade war 
with US: Media
BEIJING/WASHINGTON: China has never
surrendered to external pressure and it will
win any trade war with the United States, the
nation’s state media stressed in the hours after
the world’s two top economies targeted each
other with planned steep tariffs. 

In Washington, US administration officials
continued to seek to allay market fears of a
trade war, and expressed a willingness to ne-
gotiate a resolution with China. “There is a
process here. There’s going to be some back
and forth, but there’s also some negotia-
tions,” White House National Economic
Council Director Larry Kudlow said. “I think
we are going to get a deal over a period of
time,” he said in an interview with Fox Busi-
ness Network. 

China’a ambassador to the United States
Cui Tiankai told reporters in Washington on
Wednesday that Beijing preferred to resolve
the trade dispute through negotiations, but
China’s official mouthpieces took a tougher
stance. The ruling Communist Party’s Peo-
ple’s Daily newspaper said Beijing’s quick
counter-move after Washington announced
new tariffs this week had caught the Ameri-
cans off guard. “Within 24 hours of the US
publishing its list, China drew its sword, and
with the same strength and to the same scale,

counterattacked quickly, fiercely and with
determination,” the paper said in a commen-
tary yesterday.

“The confidence to know that will win the
trade war comes from the scale of [China’s]
consumer market,” the paper said, noting that
China’s market potential is incomparable to
other economies.

Many American consumer product and in-
dustrial companies see the Chinese market as
a big source for future growth given the con-
tinued rise in the number of people joining
both the middle class and the wealthier levels
of Chinese society. The United States’ pro-
posed list of $50 billion in duties on Chinese
goods is aimed at forcing Beijing to address
what Washington says is deeply entrenched
theft of US intellectual property and forced
technology transfer from American companies.

China hit back within hours with its own
threatened tariffs on US imports including
soybeans, planes, cars, whiskey and chemicals.
The official Xinhua news agency said late on
Wednesday that the US tariffs proposal would
cost the United States “dearly.” “China will not
be afraid or back down if a trade war is un-
avoidable. The country has never surrendered
to external pressure, and it will not surrender
this time either,” Xinhua said.

Kudlow had told Fox News on Wednesday,
“I believe that the Chinese will back down and
will play ball.”  Neither of the tariff lists issued
by the two countries have gone into effect yet.
Washington will hold public comment period
expected to last around two months, and Chi-
nese officials have said its implementation will
depend on US action.  

“Bullying tactics” 
Shortly after US President Donald Trump’s

administration issued its list, China’s ambassador
to the World Trade Organization urged all of the
trade body’s members to join with China to
counter US trade abuses.

“China’s counter tariffs are a spectacular way
of standing up to America’s bullying tactics, not
only for itself, but for other countries threatened
by the United States’ new trade policies,” the

nationalist Global Times said in an editorial yes-
terday.

China’s commerce ministry said yesterday it
has initiated a WTO dispute resolution proce-
dure over US tariffs on its imports of steel and
aluminum. The Ministry of Commerce said the
US measures against its steel and aluminum
were not for maintaining national security, as
Washington has said, but rather were in aid of
trade protectionism.—Reuters

WASHINGTON:  The US trade deficit increased to a near 9-1/2-year high in Febru-
ary, with both exports and imports rising to record highs, but the shortfall with
China narrowed sharply. — AFP
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