
US goods trade deficit
rises as exports fall
WASHINGTON: The US goods trade deficit widened
sharply in July as exports of agricultural products tum-
bled, suggesting trade will likely be a drag on economic
growth in the third quarter.

The Commerce Department said yesterday the goods
trade gap surged 6.3 percent to $72.2 billion last month.
Exports of goods dropped 1.7 percent to $140.0 billion,
weighed down by a 6.7 percent plunge in shipments of
food, feeds and beverages. That likely reflected a contin-
ued reversal of soybean exports after farmers front-
loaded shipments of the crop in April and May to China
before Beijing’s retaliatory tariffs came into effect in early
July. The United States and China are embroiled in a
trade war marked by tit-for-tat tariffs.

Last month, there were also decreases in exports of

capital and consumer goods, though motor vehicle
exports rose. Imports of goods increased 0.9 percent to
$212.2 billion in July, boosted by imports of food, industri-
al supplies and capital goods.

There were also increases in motor vehicle imports,
but imports of consumer goods fell.

The US government reported last month that trade
contributed 1.06 percentage points to the economy’s 4.1
percent annualized growth pace in the second quarter.
Despite the anticipated drag from trade, economic
growth in the July-September quarter is still likely to
remain solid.

The Commerce Department also reported on Tuesday
that wholesale inventories jumped 0.7 percent in July and
stocks at retailers increased 0.4 percent, suggesting
inventories could provide a boost to gross domestic
product this quarter. There was an outright inventory liq-
uidation in the second quarter. As a result inventories
subtracted a full percentage point from GDP growth in
the April-June quarter. — Reuters
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WASHINGTON: With a deal with Mexico out of the way, US
trade officials were due to resume talks with Canada yester-
day to try to salvage the North American Free Trade
Agreement as a trilateral accord.  After months of intense
negotiations, the United States and Mexico announced an
agreement Monday on a thorough overhaul of the 25-year-
old free trade pact, but President Donald Trump suggested he
could cut Ottawa out.

The United States hopes to strike a quick bargain with
Canada after reaching an agreement with Mexico this week
on continent-wide trade, US Treasury Secretary Steven
Mnuchin said yesterday.

Canada’s Foreign Minister Chrystia Freeland was due in
Washington to begin talks later, one day after US President
Donald Trump suggested he could cut Ottawa out of any final
deal if disagreements persist in the year-long efforts to
rewrite the North American Free Trade Agreement.

“I think our objective is to try to get Canada aboard
quickly,” Mnuchin said on CNBC.  “The US market and
Canadian markets are very intertwined. It’s important for
them to get this deal and it’s important for us to get this deal.”

Washington and Mexico City on Monday announced that
they had smoothed over disagreements, agreeing to a regular
review process to reauthorize the trade deal and higher
wages for certain auto workers, among other matters.

Mnuchin said he was optimistic that Canada could be won
over-but, like Trump, he warned that absent an agreement
with Ottawa, Washington could take a bilateral route. “I think
we’ll be successful but again, if we don’t, we’ll move forward
with Mexico and then we’ll reach a separate agreement with

Canada,” Mnuchin said. Canadian officials say their country’s
signature is “required” for a successful outcome in the NAF-
TA talks and it remains unclear whether Washington lawmak-
ers would cooperate with efforts to pursue bilateral talks
instead. Canada “will only sign a new NAFTA that is good for
Canada,” a spokesman for Freeland said Monday. Senior
Republican lawmakers and indus-
try representatives have insisted
this week that a final deal should
include all three countries. 

Mnuchin also said yesterday
he believed a trade agreement
could be reached quickly with
Britain, which is in fraught negoti-
ations to exit the European
Union. “We are very much ready
to do a free trade deal with the
UK. So whenever they’re ready,
as President Trump has said,
they’re at the front of the bus, not the back of the bus,” he
told CNBC. “They’re a great ally, they’re a great trading part-
ner in financial services and goods and we welcome more
opportunities for US companies.”

Canadian Prime Minister Justin Trudeau stressed in a phone
call with Trump that the aim is to reach a new NAFTA deal. The
leaders “had a constructive conversation” on NAFTA, and
“look forward to having their teams engage this week with a
view to a successful conclusion of negotiations,” Trudeau’s
office said. Canadian Foreign Minister Chrystia Freeland inter-
rupted a trip to Europe to rush back to Washington to begin

talks with US Trade Representative Robert Lighthizer. And
Mexican President-elect Andres Manuel Lopez Obrador called
for a three-way trade deal, saying “it’s important that Canada
also be included.” The outlines of a NAFTA 2.0 are now on
paper, including provisions on auto trade, tougher worker pro-
tections and a provision to review the deal every six years.

“It’s a big day for trade. It’s a
really good deal for both coun-
tries,” President Trump said in
announcing the agreement from
the Oval Office, with Mexico’s
President Enrique Pena Nieto
participating by telephone.
Negotiators have worked for a
year to update and rewrite NAF-
TA, but in the last five weeks
Washington and Mexico City
worked to resolve their bilateral
issues without Ottawa. Trump

stressed that he could go ahead without Ottawa in the new
agreement. “We could have a separate deal or we could put it
in the same deal,” Trump said. He indicated he would take a
tough line with Canada on autos and dairy tariffs, long a source
of tension between the neighboring countries.

Not a sunset clause 
There is some urgency as the US seems keen to have the issue

resolved before the November midterm elections, and Pena Nieto
wants to sign before handing the reins over to Lopez Obrador on
December 1. But Canada may not feel the pressure to hurry.

Freeland’s spokesman Adam Austen said in a statement Canada
“will only sign a new NAFTA that is good for Canada and good for
the middle class. Canada’s signature is required.” Mexican officials
have insisted all along that the NAFTA must be a trilateral deal, but
also acknowledged that either way it will have free trade commit-
ments with both nations. Lighthizer said the administration would
notify Congress by Friday of the new agreement, which would
allow the required 90 days’ notice to get the pact signed by
December 1. However, it was unclear whether the administration
has the authority to substitute NAFTA with a two-nation trade
agreement. The Canadian team could be more amenable to the
talks now that the United States has backed away from a con-
troversial and strenuously-opposed provision to require the
three nations to renegotiate NAFTA after five years.

Instead, senior US officials told reporters the agreement
had been extended for 16 years but would be reviewed every
six years. If the parties agree to continue with no changes, it
will be renewed for another 16 years. However, if the govern-
ments want to make changes, they will negotiate while the
agreement remains in place, giving them a longer time horizon
of 10 years to make changes, which is less likely to spook
investors and businesses. “It’s an alternative to sunset which
we think works,” another senior official said. And in fact, finan-
cial markets were delighted by the news with the S&P 500
and the tech-dominated Nasdaq stock indexes hitting fresh
records at the close Monday. Mexico’s peso strengthened
against the US dollar, as did the Canadian dollar, while the US
dollar index weakened slightly. Asian markets welcomed the
deal on Tuesday, with Tokyo 0.6 percent higher, Hong Kong
up 0.5 percent and Shanghai rising 0.2 percent. — AFP
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VERACRUZ: Picture taken at the Port of Veracruz, in Veracruz State, Mexico, on Monday. Mexican President-elect Andres Manuel Lopez Obrador called Monday for a three-way trade deal with the United
States and Canada, saying a two-way agreement reached with the US was just a first step. — AFP

Dollar hits 4-wk low as
risk appetite returns
NEW YORK: The dollar stuck to a four-week low yester-
day, as the US-Mexico trade deal reached Monday aimed
at overhauling the North American Free Trade Agreement
prompted investors to continue unwinding their safe-
haven bets on the greenback and boosted appetite for
riskier assets. The US currency has fallen for three
straight weeks, down nearly 2 percent. 

“The weakness in the buck was the result of relief
risk-on flows after the US completed a trade deal with
Mexico, indicating that the Trump administration will be
willing to negotiate with Canada and Europe as well,”
said Boris Schlossberg, managing director of FX strategy
at BK Asset Management in New York. 

The United States and Mexico agreed on Monday to
overhaul NAFTA, putting pressure on Canada to agree to
new terms on auto trade and dispute settlement rules to
remain part of a three-nation pact. In mid-morning trad-
ing, the dollar was down 0.2 percent against a basket of

rival currencies at 94.637, after earlier hitting a four-
week trough. Against the Canadian dollar, the greenback
fell 0.2 percent to C$1.2928. 

The dollar last Friday and Monday was stung as well
by comments from Federal Reserve Chairman Jerome
Powell at the Jackson Hole, Wyoming conference that
seemed to suggest a slower pace of US interest rate
increases. He did say the Fed will continue to raise inter-
est rates but he noted that the Fed sees no clear sign of
inflation accelerating above 2 percent. “Jay Powell is
sounding like a dove, and I believe it is self-preservation,”
said John Taylor, president and co-founder of research
firm Taylor Global Vision in New York. 

“There are one or two hikes ahead: we bet it is one in
December giving an open track over the election.” US
President Donald Trump in an interview with Reuters last
week said he was “not thrilled” with the Federal Reserve
under his own appointee, Powell, for raising interest rates.
The greenback did pare losses after the US consumer
confidence index came in higher than expected. In addi-
tion, the Chinese central bank allowed its currency to
strengthen against the dollar via its daily fixings, further
boosting risk appetite. — Reuters


