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1. Major Developments  

 

The global trade and investment climate has continued to feel the strain caused by the US-China 

trade war, increased tariffs and the ongoing uncertainty over the future of the WTO. 

 

According to the UNCTAD Global Investment Trend Monitor, global foreign direct investment (FDI) 

has fallen by one fifth in the first half of 2019 compared with last year, with the US and EU particularly 

affected. FDI flows to the US contracted by 42 per cent in the second quarter and by 62 per cent in 

the EU. In parallel, the number of new investment regulations rose by nearly 50 per cent in the same 

period, pushing the share of restrictive investment policies to their highest number since 2003. 

 

A US-China “phase one” deal, which would limit the rollout of new tariffs in December, appears to 

be close to agreement. Beijing has made commitments on market access and intellectual property, 

although some suggest China’s new industrial policy shows it remains unwilling to truly reform its 

state-run economy. One of the outstanding issues is whether and to what extent the US would roll 

back the tariffs it has already imposed. 

 

Meanwhile, the US has slapped $7.5 billion tariffs on EU products as part of its Airbus retaliation, a 

move the EU has said will force it to reciprocate in the future. Washington has stopped short of 

imposing tariffs on EU car imports, although many believe President Trump is considering other 

ways to hurt Europe’s automotive industry – including in a sweeping Section 301 investigation. The 

US is also due to announce shortly whether it will take retaliatory action against France with respect 

to a French tax on some digital services. 

 

In Brussels, the Von der Leyen Commission was officially voted through in late November. The new 

EU trade chief Phil Hogan has been tasked with playing a key role in WTO reform efforts, developing 

the framework for a new carbon border tax and managing relations with third countries – including 

the UK, with Brexit having been postponed again and a general election called for December.  

 

At the WTO, all eyes are on the Appellate Body and if a solution can be found before the terms of 

two of its last three members expire in December. Some countries are trying to set up an alternative 

dispute settlement system, while the US threatened to block the WTO budget for the next two 

years. Talks on a plurilateral e-commerce agreement have made some progress, but a decision looms 

on whether to extend the moratorium on e-commerce duties which could prove contentious. 

 

Finally, negotiators on the Regional Comprehensive Economic Partnership (RCEP) reached 

agreement in November, albeit without India which withdrew at the last minute. New Delhi’s move 

has dampened aspirations around the deal but it is nevertheless seen as a significant first step towards 

wider regional integration. 

 

 

  

https://unctad.org/en/PublicationsLibrary/diaeiainf2019d2_en.pdf
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2. US Trade Policy 

 

TRADE WAR 

 

i. China  

 

The US and China are close to a “phase one” agreement which should prevent the Trump 

administration imposing tariffs on a final tranche of Chinese goods as well as roll back some of the 

almost $500 billion tariffs both sides have imposed since the outbreak of the trade war.  

 

The phase one deal involves China committing to $50 billion in agriculture purchases, financial services 

market openings and some intellectual property commitments. In return, Beijing is pushing for the 

elimination of a round of tariffs imposed in September as well as a scheduled 15 per cent tariff on 

roughly $160 billion of Chinese goods planned for 15 December. The deal is still to be signed and 

Trump has warned that tariffs will be raised quickly if this is not done by the deadline. 

 

According to some commentators the trade war is not actually forcing China to substantively reform 

structurally. The US Chamber of Commerce and others have pointed out that the Draft Implementing 

Regulations on China’s foreign investment law which are due to take effect on 1 January 2020, despite 

prohibiting forced technology transfers and illegal government interference into foreign business 

practices, also create numerous loopholes that, in their view, allow the worst of China’s business 

practices to go unchecked.  

 

Fundamentally, it seems China is unwilling to revise core aspects of its state-sponsored development 

model, which could inhibit the prospects for substantial reform in any future “phase two” deal with 

the US. 

 

China’s new industrial policy 

 

A further sign of China’s intent to continue relying on non-market driven tactics for its economic 

developments came with the publication of its new industrial policy to boost its manufacturing sector. 

Although the latest policy document does not mention the 10 sectors in the “Made in China 2025” 

initiative, it keeps the same 2025 deadline for forming “deep-integrated” enterprises that will comprise 

a group of “sector champions” and setting further goals to integrate China’s manufacturing and service 

sectors.  

 

Hong Kong Human Rights and Democracy Act 

 

Another potential complication to the phase one deal is the signing by President Trump of the Hong 

Kong Human Rights and Democracy Act into law. It might be noted Trump had little alternative given 

the overwhelming bipartisan, veto-proof support for the legislation in both the House and the Senate.  

 

The legislation mandates the US to conduct an annual review into Hong Kong and whether it has 

enough autonomy to justify its special trade status with the US (this status means Hong Kong is not 

affected by US sanctions or tariffs placed on the mainland). One of the specific areas subject to review 

is whether Hong Kong maintains sufficient safeguards to implement US export controls on sensitive 

technology and prevent leakage to mainland China. 

 

Beijing has reacted strongly and threatened not to sign the phase one deal if the US continues “going 

down the wrong path.”   

 



 

 

3 

 

Coming up  

15 Dec Deadline for signing US-China “Phase One” deal 

9-13 Dec Final Congressional session of 2019 for House and Senate    

 

 

 

 

ii. EU 

 

Washington has opted not to impose tariffs on European cars and car parts under Section 232 of 

the Trade Expansion Act. A deadline of 14 November to take action has passed and it looks unlikely 

that Trump could pursue tariffs without facing legal consequences. 

 

However, reports suggest the US is considering other options to keep up pressure on the EU 

automotive industry – including via a Section 301 investigation, which allows the President to impose 

trade restrictions if an investigation finds that a country is engaged in a practice that is unjustifiable and 

burdens or restricts US commerce. Unlike Section 232, a 301 investigation would be much broader 

in scope and could subject numerous European industries, subsidies and programmes to scrutiny. At 

this stage it is unclear which EU trade policies the Trump administration would target in an 

investigation. 

 

The outcome of an existing Section 301 investigation over France’s new digital trade tax is due to 

be unveiled following the expiry of a 90-day truce on 26 November. Trump had agreed to the truce 

in August to allow the US and France to negotiate a framework for taxing digital services that could 

be jointly presented to the OECD. If the investigation finds the tax harms US economic interests the 

most likely outcome would be US retaliatory duties on French goods.  

 

On 14 October, a WTO arbitrator issued its final decision in the US’s complaint against Airbus, 

formally authorising the US to impose tariffs on up to $7.5 billion of imports of EU goods. The US 

moved quickly to impose a 25 per cent tariff on a range of goods including cheese, wine and whisky.  

 

The EU had hoped to find a negotiated settlement with the US to avoid a tit-for-tat tariff escalation 

considering the impending parallel decision on compensation to the EU for illegal subsidies to Boeing. 

However, Brussels has since said that Washington’s move leaves it with “no alternative” but to slap 

tariffs on US goods once the WTO arbitrator’s decision is published, expected in spring 2020. 

 

US-Japan trade deal 

 

On 7 October, the US and Japan officially signed a limited trade deal under which Japan will reduce 

tariffs on a wide range of US agricultural products. In return the US will reduce tariffs on a limited 

range of Japan’s agricultural and industrial exports. A separate “high standard” and comprehensive 

digital trade agreement was also reached. 

 

USMCA 

 

There remains doubt that the US-Mexico-Canada Agreement (USMCA) will be approved by Congress 

before the end of 2019. A standoff developed between the USTR and House Democrats who are 

seeking concessions over labour and environmental standards, enforceability, drug prescription 

provisions and the ‘de minimis’ threshold for packages entering the US.  

 

However House Speaker Nancy Pelosi has signalled that Democrats and the White House are now 

on the cusp of a deal, and high level delegations from Canada and Mexico are currently in Washington.  
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Further information 

 Global investment plunges as trade disputes take toll, 28/10/2019, FT [Link] 

 Trump delays tariff increase for China, 12/10/2019, Politico [Link] 

 China reiterates US must lift all tariffs to end trade war, but Beijing open to partial interim deal, spokesman 

says, 17/10/2019, South China Morning Post [Link] 

 Trump can no longer impose 'Section 232' auto tariffs after missing deadline: experts, 19/11/2019, 

Reuters [Link] 

 Exclusive: Trump weighs new trade investigation to justify tariffs on EU, 21/11/2019, Politico [Link] 

 A US trade war with EU puts world ‘straight into a recession,’ ITC chief says, 16/10/2019, CNBC [Link] 

 Statement by Commissioner for Trade Cecilia Malmström on the U.S. countermeasures in the Airbus 

dispute, 18/10/2019, European Commission Press Release [Link] 

 

 

3. EU Trade Policy  

 

European Commission appointed 

 

On 27 November, the European Parliament voted overwhelmingly in favour of Ursula von der Leyen’s 

new College of Commissioners, by 461 votes to 175 with 89 abstentions. The parliament had initially 

rejected the candidates from France, Hungary and Romania during confirmation hearings and delayed 

the start of the new Commission, but with the plenary vote now concluded, it is expected to sit for 

the first time on 2 December. 

 

New EU trade priorities 

 

Phil Hogan was confirmed as the EU’s new trade commissioner with relatively little fuss. However, he 

now has an ambitious trade policy programme to implement – not least in terms of the Commission’s 

new climate agenda, managing the complex process of WTO reform, trade tensions with the United 

States and Brexit. 

 

Hogan is tasked with designing a new carbon border tax which is fully compliant with WTO rules, a 

controversial measure which will almost certainly face challenges by trade partners. The legal 

difficulties of any new border measures will take time to clear both domestic and international 

opposition and meanwhile, one can expect the Commission to become more forceful with partners 

in accepting and implementing climate and environmental standards in FTAs. 

 

On the WTO, the new Commission wants to play a leading role in reform talks around subsidies, 

forced technology transfers and dispute settlement with a view to launching a “broad initiative” by the 

end of 2020 and a comprehensive agreement by 2022. The ongoing impasse over the Appellate Body 

and EU efforts to set up an alternative dispute settlement system will however be immediate priorities. 

 

In terms of EU bilateral relations, the main focus will be on keeping relations with the US from 

deteriorating. There are ongoing FTA negotiations with Australia, New Zealand and Indonesia to 

manage and recently concluded deals with the likes of Mercosur to steer towards full ratification. A 

bilateral investment protection agreement with China is also a priority for end 2020. 

 

Finally, a new Chief Enforcement Officer will work directly with Sabine Weyand, the new director-

general for trade, who will also coordinate and step up all activities within DG Trade aiming at securing 

compliance by third partners with EU trade agreements. 

 

 

https://www.ft.com/content/246bbb3a-f9a4-11e9-a354-36acbbb0d9b6
https://www.politico.eu/article/donald-trump-trade-delays-tariff-increase-for-china-citing-substantial-phase-1-deal/
https://www.scmp.com/economy/china-economy/article/3033396/china-reiterates-us-must-lift-all-tariffs-end-trade-war
https://www.reuters.com/article/us-usa-trade-autos/trumps-section-232-autos-tariff-authority-runs-out-of-time-experts-say-idUSKBN1XT0TK
https://www.politico.com/news/2019/11/21/trump-trade-investigation-european-union-072517
https://www.cnbc.com/2019/10/16/useu-trade-war-puts-world-straight-into-a-recession-itc-chief-says.html
https://ec.europa.eu/commission/presscorner/detail/en/STATEMENT_19_6132
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Coming up  

12 Dec UK General Election 

31 Jan Deadline of Brexit extension 

 

 

 

Coming up  

16-20 Dec 25th round EU-China Investment agreement negotiations 

 

 

 

EU-China investment protection agreement 

 

Discussions on an EU-China investment protection agreement have continued at the technical level 

over October and November but will not be finalised in 2019. Both sides hope to conclude the deal 

in the second half of 2020 at an EU-China summit in Germany. 

 

 

 

 

 

 

Further information 

 Comment: New Commission’s key trade challenges ahead, 28/11/2019, Borderlex [Link] 

 

 

4. Brexit & Trade 

 

The UK Government failed to deliver Brexit by 31 October but secured the support of parliament for 

a general election on 12 December. The Brexit deadline has been extended until 31 January 2020. 

 

With parliament officially dissolved in early November, all parties are now in campaign mode with 

Brexit centre stage. A recap of their official positions on Brexit: 

 

 Conservative: The party is campaigning on the headline issue of delivering Brexit by bringing the 

Brexit deal back to parliament for a vote before Christmas and ratified into UK law by 31 January. 

The manifesto also rules out any extension of the Brexit transition period past December 2020, 

meaning that the UK would have to negotiate a new trading relationship (in the form of an FTA) 

with the EU by then or else leave with No Deal.  

 Labour: The party has offered a predictably moderate take on Brexit for the campaign, pledging 

to renegotiate a “sensible” deal with the EU within three months including a permanent customs 

union, close alignment with the Single Market, continued participation in EU agencies and 

programmes and maintaining freedom of movement. That deal would then be put to a public vote 

alongside the option of remaining in the EU within six months, although Labour leader Jeremy 

Corbyn has said he would remain neutral in a vote. 

 Liberal Democrat: The party has pledged to cancel Brexit by revoking Art. 50 from day one if 

it wins the election. Although this is unlikely, if the two main parties fail to achieve an outright 

majority the Lib Dems could play a crucial role as kingmaker. 

 Brexit Party: The party led by Nigel Farage has decided not to stand candidates in over 300 

Tory seats in a bid not to “split” the Brexit vote. It wants the UK to leave the EU without a deal 

in what it calls a “clean-break Brexit”. 

 

 

WTO members seek Brexit compensation from EU & UK 

 

Fifteen countries including the US, India, Australia and New Zealand have sought compensation from 

the EU and UK over commercial losses as a result of Brexit uncertainty. During a meeting of the WTO 

Goods Council, concerns were raised over the current delays, on the future of customs procedures 

between Northern Ireland and Great Britain and on the division of agricultural tariff rate quotas.  

 

 

 

https://borderlex.eu/2019/11/28/comment-new-commissions-key-trade-challenges-ahead/


 

 

6 

 

Coming up  

11-13 Dec 7th ASEAN Ministerial Meeting on Minerals, Bangkok 

Jan/Feb 2020 *TBC* Asia-Pacific Economic Cooperation (APEC) Summit rescheduled 

 

 

 

 

Further information 

 Brexit: Where do the parties stand? 04/11/2019, BBC News [Link] 

 Australia and others ask for Brexit trade compensation, 15/11/2019, BBC News [Link] 

 

 

5. Asia-Pacific Trade Policy 

 

RCEP signed without India 

 

On 4 November, the Regional Comprehensive Economic Partnership (RCEP) was agreed in principle 

by 15 out of the 16 negotiating countries (the ten ASEAN countries plus China, Japan, South Korea, 

Australia and New Zealand) during a summit of the ASEAN group of south-east Asian nations in 

Bangkok. In a joint leaders’ statement, the 15 countries – minus India – said they had concluded text-

based negotiations for all 20 chapters and “essentially all market access issues.”  

 

India ultimately decided against signing the pact amid fierce domestic opposition to opening its market 

to competition to Chinese goods. The “RCEP-15” are holding out hopes India could come around 

ahead of a signing ceremony in 2020 in Vietnam, which will hold the rotating chair of the ASEAN 

presidency. 

 

India’s decision is a blow to RCEP’s aspirations. Although RCEP includes commitments on goods, 

services, investment, limited rules on e-commerce and intellectual property standards, it is not deep 

or comprehensive enough to satisfy all business and consumer demands. The projected entry into 

force for January 2022 has also stunted potential enthusiasm. Nevertheless it is a starting point for 

wider and deeper regional economic integration. 

 

EU-Singapore FTA enters into force 

 

On 21 November, the EU-Singapore FTA entered into force, the first between the EU and an ASEAN 

member. Both the EU and Singapore have expressed their desire for the FTA to be a stepping stone 

towards a wider EU-ASEAN FTA in the future. 

 

 

 

 

 

 

Further information 

 India decides not to sign China-backed pan-Asian trade deal, 04/11/2019, FT [Link] 

 RCEP: Reaching substantial conclusion? 30/10/2019, Asian Trade Centre [Link] 

 EU-Singapore free trade agreement comes into force, 21/11/2019, Straits Times [Link] 

 U.S., Chile discuss co-hosting APEC summit in U.S. in January, 07/11/2019, Reuters [Link] 

 

 

6. WTO 

 

Appellate Body set for shutdown 

 

The terms of two out of three remaining members of the WTO’s Appellate Body are set to expire 

on 10 December and, with the US still refusing to appoint new members, the body is seemingly on 

https://www.bbc.com/news/uk-politics-48027580
https://www.bbc.com/news/business-50419130
https://www.ft.com/content/530ec540-ff12-11e9-b7bc-f3fa4e77dd47
http://asiantradecentre.org/talkingtrade/rcep-reaching-substantial-conclusion
https://www.straitstimes.com/business/economy/eu-singapore-free-trade-agreement-comes-into-force
https://www.reuters.com/article/us-chile-protests-usa-malaysia/u-s-chile-discuss-co-hosting-apec-summit-in-u-s-in-january-source-idUSKBN1XH0V9
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course to be unable to handle any new appeals (since a minimum of three members are needed to 

hear a case). 

 

The idea of a shadow system without the US, that would preserve the idea of an appeals mechanism 

through an arbitration process, is gaining some traction among members. The EU, Canada and Norway 

have already agreed an alternative channel that would continue the “essential principles and features” 

of the Appellate Body.  

 

Such an alternative is intended as a stopgap until the US relents. However, some members are 

reluctant to engage on alternative solutions for fear that would decrease impetus for WTO reform 

efforts and isolate the US. The European Commission has proposed the alternative channel as a 

plurilateral agreement that WTO members can join in the future and is seeking a mandate from the 

EU Council to start negotiations. 

 

US threatens to block WTO budget 

 

Meanwhile, the US further ratcheted up pressure on the WTO by threatening to block the approval 

of its biennial budget unless members drastically cut the allocation for Appellate Body members, by 

almost 90 per cent. 

 

Faced with this ultimatum, the EU initially argued that the WTO budget was an indivisible package.  

However the most recent indication is that the US will get its way. The result  would be that there 

would be a small allocation for the Appellate Body in 2020. It would then be possible for it to hear at 

least some of the dozen or so pending appeals – as long as the two outgoing members of the body 

(including Thomas Graham, a US national) agree to stay on in order to do so. The Body would 

nevertheless still lack a quorum to hear any new appeals. 

 

A sanguine view of these developments might be that the US is taking every opportunity to bend the 

WTO to its will but wants to stop short of completely pulling the plug on the organisation.  

 

WTO e-commerce negotiations continue 

 

Negotiations among 80 WTO members on a plurilateral e-commerce agreement have continued apace 

in the past few weeks, although it remains ambitious for an agreement to be reached before the 

upcoming Ministerial Council in June 2020 in Nur-Sultan, Kazakhstan. Among many issues still to be 

resolved are privacy concerns and cross-border data flows, and how to extend the current 

moratorium for customs duties on electronic transmissions which is due to expire in December. 

 

China’s decision earlier this year to participate in the e-commerce negotiations has added considerable 

weight to the initiative but has also inevitably added to the diversity of views around the table. For 

example, Beijing is proposing to lock in market access for its telecom industry by limiting the ability of 

countries to block trade in network equipment. The move is clearly aimed at US restrictions imposed 

on Huawei and ZTE earlier in 2019. 

 

Investment Facilitation talks gather pace 

 

A parallel initiative on Investment Facilitation for Development has gathered momentum in the WTO, 

with 92 WTO Members having subscribed to a Joint Ministerial Statement on 5 November. The talks 

are aimed at devising a framework for countries to attract and manage foreign investment but exclude 

market access, investment protection and Investor-State dispute settlement. Participants are focused 

on a 30-page “working document” which still contains many alternatives and options. The proponents 
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Coming up  

10 Dec Expiry of terms of two out of three final Appellate Body judges 

18 Dec Dispute Settlement Body meeting 

31 Dec Deadline for bi-annual budget adoption 

 

 

are hoping for an outcome at the next WTO Ministerial Conference in June 2020 although it is too 

early to say whether this is realistic. 

 

 

 

 

 

 

 

 

Further information 

 U.S. Raises Prospect of Blocking Passage of WTO Budget, 12/11/2019, Bloomberg [Link] 

 WTO body may become dysfunctional from December 11, 24/11/2019, The Hindu Business Line [Link] 

 Chinese digital and investment agenda makes headway in the WTO, 07/11/2019, Borderlex [Link] 
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