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The U.S. fiscal
response to
the pandemic
was very robust

US stimulus packages were much larger
than those in most countries

United States ‘
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This left Americans flush with cash to spend

Americans' Cash in the Bank Has Never Grown This Fast Before
Two-year percentage growth in U.S. commercial banks' deposits
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Poverty even declined

The 2021 US poverty rate is projected
to fall to a new low
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Consumer spending recovered within months

Percent change in consumer spending in 2020, by consumer ZIP code income leveal
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Retail sales surged — well above trend

Real Retail Sales

Billions of 2019 Dollars
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... which in turn
spurred a much faster
recovery in trade
than after the
Global Financial
Crisis

...and is now above pre-Covid-19 levels

MS World Trade Volume Proxy
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U.S. trade was hitting new records by late 2020

Ports Are Busier Than Ever in 2021

Combined In-Bound and Out-Bound Traffic,
In Twenty Equivalent Units (TEUS)
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World merchandise trade volume
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Global trade is also reaching new record levels
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TEUs

U.S. containerized imports soared
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The increase was huge in the top two U.S. ports
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Number of ships per day

110
100

Oct-20

Container ships are backlogged

Oct-20
Nowv-20

Container ships waiting in Pacific for berthsin LA/LB

Dec-20

W Anchored or loitering within 40 miles
W Loitering or slow steaming farther offshore

1/6/21:32 ships

6/24/21:9 ships

Jul-21
Jul-21

Dec-20
Jan-21
Feb-21
Feb-21
Mar-21
Apr-21
Apr-21
May-21
Jun-21
Aug-21

Sep-21

Sep-21

1/6/22: 105 ships

Oct-21

Nov-21

Nov-21

Dec-21

lan-22




Shipping rates hit records
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Despite congestion, retailers’ inventories are up

Fully Stocked
Combined inventories, Walmart and Target
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But major
relief from
supply chain
Woes remains
months away

When do you expect supply-chain disruption
to end for your business?

% of respondents affected by disruption
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Summary

= U.S. fiscal response produced consumption boom
= — Surge in global trade, especially U.S. imports
» Ports, transport straining under record volumes
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Change and Continuity in U.S. Trade

= QUT: Policymaking by tweet;
threats to quit trade agreements

= |N: Caution, review, and ... gridlock?
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Change and Continuity in U.S. Trade

= QUT: Trump’s tariffs
= |[N: Biden’s tariffs (they’re still there)



U.S. tariffs
doubled
(mostly on goods
from China)

US: Average tariff rates for the world & China
% tariff, import weighted
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U.S. tariffs
are now the
highest among
the major world
economies

Trade-weighted average tariff rate
1990-2019, percentage-point change

Tariff rate, 2019 or latest, %
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United States 138
European Union 1.8
WorldT 26
Brazil 8.0
China? 25
India 6.6

*New series 11990-2017 #1992-2019
Sources: “Two Centuries of Bilateral Trade and Gravity Data: 1827-2014",
by M. Fouquin and ). Hugot (2016); Our World in Data; World Bank
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A “Worker-Centric” Trade Policy

= Right to organize in Mexico
= Forced labor in China
* Forced labor on fishing vessels




Trump & Biden: Manufacturing Concerns

US Real Manufacturing Output vs. Employment, 1947 to 2014
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... but Manufacturing Opportunity

Source:
NAM
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Biden View of U.S.-China Relations

Sees China as (1) a systemic rival and

(2) a catalyst for domestic policy change
Three C’s: Competition, Confrontation,
Cooperation

How to win a race: Run faster? Trip rival?
One key tactic: Work with allies



2022 Outlook

- Omicron threat; slowing economy; property bubble
- Internal focus through Fall Party Congress

- Ds and Rs to “out-tough” each other

- More sanctions; national security focus

Business objectives:
- Build on Phase | deal; tariff exclusion process

- Bar excessive export controls, outbound investment







U.S.-EU Trade: Big Benefits, Big Irritants

16 million jobs, $6.2 trillion in sales
Boeing /Airbus trade disputes settled
Tariffs on steel, aluminum partly resolved
Digital Services Taxes shelved
Privacy Shield (digital trade) talks continue
U.S.-EU Trade and Tech Council launched
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Tariffs on Steel and Aluminum

25% on steel, 10% on aluminum
v' Canada and Mexico dropped in April 2019

Steel prices up ~40%, then down again
Aluminum prices volatile

Foreign retaliation

Biden: “Tariff-rate quotas” with EU



Steel Prices

16-Aug 21 North America Steel Hot Rolled Coil ($/short ton)
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USMCA at 18 Months

Preserve U.S. Trade Ties to Canada and Mexico
= Supports 12 million American jobs
= Tops the next 11 largest markets for manufactures
= Accounts for one-third of all U.S. agricultural exports
= Services exports have tripled in 25 years

Strengthen North American Trade
= New rules on digital trade, intellectual property, etc.



USMCA: All About Enforcement

= Mexican energy sector, |IP, ag/biotech
= Auto sector scuffles continue

= Canadian diary market access

» | abor cases
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