
 
  521 ALA MOANA BLVD, STE 101  HONOLULU, HI 96813 

Tel. 808-586-2507  administrator@ftz9.org 
www.ftz9.org  www.facebook.com/HawaiiFTZ  
Twitter at: @FTZ9 

 
 

January 14–January 18, 2019 

 
A summary of international business news prepared by the Hawaii Foreign-Trade Zone 9 with the collaboration of 
the Research and Economic Analysis Division of the Department of Business, Economic Development & Tourism, and 
based on research and shipment data from Panjiva, Inc. which tracks companies involved in global trade. Other news 
sources may occasionally be included where indicated. 
 
The Latest on the Government 
Shutdown Impact on Trade 
The on-going government funding battle and 
shutdown are impacting trade in many ways: 

• Customs Import Specialists and Fines, 
Penalties and Forfeiture Officers are not 
furloughed, but Customs indicated in a 
trade call that no rulings will be 
released. 

• Customs, U.S. Int'l Trade Commission 
(ITC), Foreign-Trade Zones Board (FTZB), 
and most other government websites are 
not being updated. 

• Customs is not issuing any refunds. 
• The Foreign-Trade Zones Board office is 

closed and is not taking any actions. 
• The Environmental Protection Agency 

(EPA) is not handling paper Notices of 
Arrival.  Importers have been directed to 
file through the ACE PGA Message set 
with the Customs entry.  A successful 
filing should trigger a "May Proceed" and 
Customs release. 

• In a trade call, the FDA Director of 
Import Operations indicated the FDA 
continues to review Prior Notices and 
entries, conduct sampling, and examine 
high-risk shipments. 

• CDC is still funded and is processing 
import permits. 

• The Office of the U.S. Trade 
Representative (USTR) has remained 
open but began furloughing employees 
on January 14.   

Source: Marshall Miller & Co. P.C. 

WTO Subsidy 
In efforts clearly directed at China, the U.S. 
Trade Representative (USTR) has issued a joint 
statement with the E.U. Trade Commissioner 
and Japanese Economy Minister on their 
cooperative efforts to address non-market 
policies, subsidies, state-owned enterprises, and 
forced technology transfers through the World 
Trade Organization (WTO). 
 
https://ustr.gov/about-us/policy-offices/press-
office/press-releases/2019/january/joint-
statement-trilateral-meeting 
 
Source: Marshall Miller & Co. P.C. 
 

Japan FTA 
The Office of the United States Trade 
Representative (USTR) released its objectives for 
U.S.-Japan Trade Agreement (USJTA) 
negotiations.  They include addressing both 
tariff and non-tariff barriers, simplified customs 
procedures for low-value goods, and more 
reciprocal de minimis levels. 
 
https://ustr.gov/sites/default/files/2018.12.21
_Summary_of_U.S.-
Japan_Negotiating_Objectives.pdf 
  

Source: Marshall Miller & Co. P.C. 
 

2019 HTSUS 
The U.S. International Trade Commission did 
not post the 2019 Harmonized Tariff Schedule 
of the United States (HTSUS) on-line before the 
government shutdown, but an updated HTSUS 
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is in ACE.  This has led to questions and 
confusion. 
 
Changes include amendments to units of 
measure (UOM) to more than 650 ten-digit 
HTSUS subheadings because of Trade 
Enforcement and Trade Facilitation Act (TFTEA) 
duty drawback, which requires a specified UOM 
for drawback purposes.  CSMS #18-000748 
(Dec. 19, 2018). 
Source: Marshall Miller & Co. P.C. 
 

Section 301 List 3 
On January 11, 2019, the U.S. Trade 
Representative issued a reply to an October 
letter from Senator Tim Kaine and ten other 
Senators asking whether a product exclusion 
process will be instituted for the third round of 
China Section 301 duties.  The USTR reply 
notes that the U.S. is engaged in negotiations 
with China until March 2, 2019, and the USTR 
will initiate an exclusion process if the duty rate 
is raised to 25%. 
 
The USTR reply also indicates that it finds no 
basis for treating goods admitted into foreign-
trade zones and subsequently entered into U.S. 
commerce differently than other imports.  This 
reply leaves many issues related to Section 301 
and FTZs unaddressed. 
Source: Marshall Miller & Co. P.C. 
 

A Bill To Introduce “Reciprocal 
Trade Act” Delayed Until Next 
Week 
A bill to be introduced next week in the House 
of Representatives would, if enacted, 
fundamentally change the basics of U.S. policy 
on international trade.  Rep. Sean Duffy (R-Wis.) 
will introduce the bill, which was drafted by the 
Trump Administration.  He was expected to 
introduce it January 17th but announced that 
he would delay the introduction until next week.   
  
Here is how the bill would work:  First, the 
President would be given the authority to 
increase, by proclamation, tariffs on individual 

goods from a particular country if that country’s 
tariff on the same good is higher than the U.S. 
tariff.  The President would not have to show 
any injury to a United States industry, 
impairment of the national security or any 
unfairness in the trade.  
  
Second, the President could further increase the 
tariff if the other country increased its tariff in 
response to the U.S. increase in tariffs.  
  
Third, the increased tariff would remain in effect 
until the tariff disparity was removed, or if the 
President decided that the tariff was not “in the 
economic or public interest of the United 
States.” 
  
The bill would not require a uniform increase, 
nor would it require a tariff reduction in cases 
like Japan where the other country’s tariff was 
lower than ours. 
  
The most favored nation principle was one of 
the first to be agreed to in the late 1940s, when 
the postwar economic and trading system was 
developed.  There are many good reasons for 
uniform tariffs, including the ease of 
administration of tariffs by the importing 
country and the lack of an incentive to deceive 
about the source of a particular product.  The 
bill would make life in the trade world much 
more complicated for businesses and trade 
negotiators. 
  
The unilateral increase in tariffs would 
obviously violate the most favored nation 
principle that is at the heart of the postwar 
global trading system and would keep 
businesses guessing at the price of imported 
parts and raw materials.  
  
The bill has also raises serious constitutional 
questions.  Tariffs are taxes, and taxes are laws.  
(The second law passed by Congress was the 
Tariff Act of 1789.)  The lawmaking authority 
under the United States Constitution is 
Congress, not the President. 
Source: Law Offices of Trade Attorney Lewis Leibowitz 
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China's Exports Slip 5.8% in 
December 
China’s exports fell 5.8% and its imports by 
4.4% in dollar terms in December.  That was the 
first year-over-year decline in exports since Dec. 
2016.  Perhaps unsurprisingly trade with the 
U.S. slipped.  China’s exports to the U.S. fell by 
3.7%, the first drop not related to the lunar new 
year since Oct. 2016.  The decline was likely a 
result of the previous pre-tariff rush having 
subsided. 
 
Yet, China’s imports from the U.S. slumped by 
35.8%.  As a result, in the month of December, 
China’s exports to the U.S. fell by $1.53 billion 
while imports from the U.S. fell $5.80 billion. 
The $4.27 billion net reduction in U.S. net 
exports may overshadow ongoing trade 
negotiations that restart in late January.  It’s 
worth noting though that China’s economic 
woes may be wider reaching given exports to 
Japan fell 1.0% and those to Taiwan by 1.7%. 

THE U.S. IS NOT CHINA'S ONLY EXPORT 
PROBLEM 

 
Chart segments Chinese exports by counter‐party. 
Calculations based on China General Customs 
Administration data. 
 Source: Panjiva 

 

Tariff Exemption Denials Rise 
The U.S. Trade Representative has continued to 
review requests for exemptions from tariffs on 
Chinese exports despite the government 
shutdown.  As of Jan. 10, 1,592 companies had 

made 13,348 applications.  Decisions have only 
been made on 2,716 applications – or 20.0% of 
the total – with 63.7% of those having been 
denied.  All but one of the petitions reviewed in 
the past three weeks have been rejected.  Going 
forward, the USTR has reduced capacity due to 
the shutdown, making further decisions less 
likely for now. 
 
There is a risk that investment in 
manufacturing infrastructure is delayed or 
becomes financially unattractive due to the 
denials and delays.  For example, applications 
from BASF and Fluor regarding heat exchangers 
have been blocked.  Imports of heat exchangers 
from China in October fell 70.6% year over year 
as tariffs took effect in September.  With 19.9% 
of imports in the past 12 months having come 
from China there will be alternatives available, 
though likely at a higher cost. 

INCREASING STATE OF DENIAL 

 
Chart segments requests received for relief from section 
301 duties by stage of review and date of filing. 
 Source: Panjiva 

 

China's Tariff Bargains and 
Canadian Fuel Drive U.S. Import 
Deflation 
U.S. trade price inflation continued to slow in 
December, with import prices dropping by 0.6% 
year over year.  That was the first decline since 
Oct. 2016.  Fuel prices were a major part of the 
decline, though non-fuel / food prices still only 
rose by 0.6%. 
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The slowdown in inflation has been driven, in 
part, by imports from China, average prices for 
which fell by 0.3% after a 0.2% drop the month 
before.  That would suggest Chinese exporters 
are cutting prices in response to tariffs that are 
being paid by their U.S. customers. 
 
In the absence of formal trade balance data due 
to the U.S. government shutdown, it is possible 
to take a view on the progress of imports from 
this pricing data when combined with seaborne 
imports.  A 9.0% surge in seaborne imports is 
likely to swamp the effect of declining prices and 
suggests U.S. imports likely climbed once again 
in December. 
 

Mexican Pipeline Closures 
Could Cause Trouble for Tesoro 
and Exxon Mobil 
Mexico’s gasoline imports are in decline after 
the government closed supply pipelines across 
the country in response to ongoing theft from 
the pipeline system.  The country's energy 
supply chain had already been disrupted by 
port congestion at the end of 2018.  That's 
shown by a 1.2% year over year drop in Mexican 
refined oil imports in November following an 
average 10.6% growth in the prior 10 months of 
the year. 
 
Congestion has been particularly prevalent at 
the gulf coast port of Coatzacoalcas with Pemex 
having shifted deliveries to Tuxpan, which saw a 
28.3% year over year increase in imports in 
November.  Gasoline shortages will help the 
government’s push for investment in new 
refineries.  Potential losers are U.S. exporters 
including Tesoro and ExxonMobil – Mexico 
accounted for 29.6% of U.S. refined oil exports 
in the 12 months to Oct. 31. 
 

May Holds the Key to March as 
Brexit Options Split 
The Brexit process continues to face significant 
uncertainty, with the next vote on the 
government’s plans by the British Parliament 

due on Jan. 29, the Financial Times reports. 
That follows a rejection of the withdrawal deal 
agreed with the EU by the Parliament by the 
largest defeat-majority on record, followed by a 
no-confidence motion that was won by the 
government. 
 
It isn’t clear that a modest change in the 
withdrawal agreement would markedly change 
the parliamentary calculus.  Instead it’s likely 
that the outlook for Brexit may split into “no 
deal” and “delay / cancel” options.  The former 
is the default should nothing change at this 
point. 
 
The latter will require action by the 
administration of Prime Minister Theresa May. 
The Prime Minister has reportedly indicated a 
willingness to delay Brexit, according to The 
Economist, while similar comments had 
previously been made by the Chancellor of the 
Exchequer (Finance Minister) Philip Hammond.  
 
There are three options.  A simple delay to the 
Mar. 29 exit date would require unanimous 
approval from all 27 EU states, which would 
prove logistically complex and far from certain. 
Withdrawing article 50 and restarting the 
process is possible but time consuming, and it 
isn’t clear what would change over the following 
two years to ensure success. 
 
That leaves cancellation and a new referendum. 
While a recent poll has shown a 12-percentage 
point spread in favor of a new referendum, 
Reuters reports, Prime Minister May has 
previously been set against a second 
referendum.  The Conservative Party cannot 
bring a leadership challenge against her until 
Dec. 13 while the next general elections are not 
scheduled until 2022. 
 
 

 


