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Year in Trade

Preface

This report is the 66th in a series of annual reports submitted to the U.S. Congress under
section 163(c) of the Trade Act of 1974 (19 U.S.C. 2213(c)) and its predecessor legislation.
Section 163(c) states that “the International Trade Commission shall submit to the Congress at
least once a year, a factual report on the operation of the trade agreements program.”

This report is one of the principal means by which the U.S. International Trade Commission
provides Congress with factual information on trade policy and its administration for calendar
year 2014. The trade agreements program includes “all activities consisting of, or related to, the
administration of international agreements which primarily concern trade and which are
concluded pursuant to the authority vested in the President by the Constitution” and by
congressional legislation.
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Abbreviations and Acronyms

Acronyms Term

AB Appellate Body (WTO)

AGOA African Growth and Opportunity Act

APEC Asia-Pacific Economic Cooperation

APHIS Animal and Plant Health Inspection Service (USDA)
ASEAN Association of Southeast Asian Nations

ATPA Andean Trade Preference Act

ATPDEA Andean Trade Promotion and Drug Eradication Act
BEA Bureau of Economic Analysis (USDOC)

BECC Border Environment Cooperation Commission (NAFTA)
BIT bilateral investment treaty

BLS Bureau of Labor Statistics

BOP balance of payments

CAFTA-DR Dominican Republic-Central America-United States Free Trade Agreement
CARICOM Caribbean Community and Common Market

CBERA Caribbean Basin Economic Recovery Act

CBTPA Caribbean Basin Trade Partnership Act

CEC Commission for Environmental Cooperation (NAFTA)
CFDA China Food and Drug Administration

CITES Convention on International Trade in Endangered Species of Wild Fauna and Flora
CLC Commission for Labor Cooperation (NAFTA)

CNL competitive need limitation

COMESA Common Market for Eastern and Southern Africa
cooL country of origin labeling

CRS Congressional Research Service

csQ country-specific quota

CTI Committee on Trade and Investment (APEC)

CTMO Commission Tripartite pour la Mise en (Euvre de la loi Hope (HOPE Act)
DDA Doha Development Agenda (WTO)

DFAT Department of Foreign Affairs and Trade (Australia)
DSB Dispute Settlement Body (WTO)

DSU Dispute Settlement Understanding (WTO)

EAC Environmental Affairs Council

EC European Communities

ECOWAS Economic Community of West African States

EDA Economic Development Administration (USDOC)

EGA Environmental Goods Agreement

EIAP Earned Import Allowance Program

EIU Economist Intelligence Unit

ETA Employment and Training Administration (USDOL)
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Abbreviations and Acronyms

Acronyms Term

EU European Union

FAO Food and Agriculture Organization of the United Nations
FAS Foreign Agricultural Service (USDA)

Fed. Reg. Federal Register

FMCSA Federal Motor Carrier Safety Administration

FSIS Food Safety and Inspection Service (USDA)

FSSA Food Safety and Sanitation Act

FTA free trade agreement

FTAAP Free Trade Area of the Asia-Pacific

FTZ foreign trade zone

FY fiscal year

FYROM Former Yugoslav Republic of Macedonia

G20 Group of 20

GATT General Agreement on Tariffs and Trade

GC General Council

GCC Cooperation Council for the Arab States of the Gulf

GDP gross domestic product

GE genetically engineered

Gl geographic indicator

GPA Agreement on Government Procurement (WTO)

GSP Generalized System of Preferences

GTIS Global Trade Information Services

GVC global value chain

GW gigawatt

HELP Haiti Economic Lift Program

HLED High Level Economic Dialogue (U.S.-Mexico)

HOPE Haitian Hemispheric Opportunity through Partnership Encouragement Act
HS Harmonized Commodity Description and Coding System (international)
HTS Harmonized Tariff Schedule of the United States

ICTSD International Center for Trade and Sustainable Development
ICT information and communications technology

ILAB Bureau of International Labor Affairs (U.S. Department of Labor)
IMF International Monetary Fund

IMPS U.S. Institutional Meat Purchase Specifications

IPEC Office of the Intellectual Property Enforcement Coordinator
IP intellectual property

IPO initial public offering

IPR intellectual property rights

IT information technology

ITA Information Technology Agreement (WTO)

ITA International Trade Administration (USDOC)
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Acronyms Term

JCCT Joint Commission on Commerce and Trade

JCEC Joint Commission for Environmental Cooperation
JECFA Joint FAO/WHO Expert Committee on Food Additives
JFP Joint Forward Plan

JNNSM Jawaharlal Nehru National Solar Mission (India)

JP Japan Post

KORUS U.S.-Korea Free Trade Agreement

LAC Labor Affairs Council

LCIA London Court of International Arbitration

LCR local content requirements

LDBDC least-developed beneficiary developing country

LDC least-developed country

LTFV less than fair value

MFAT Ministry of Foreign Affairs and Trade

MFN most-favored nation

MOFCOM Ministry of Commerce (China)

MOU memorandum of understanding

MRL maximum residue limit

mt metric tons

NAAEC North American Agreement on Environmental Cooperation (NAFTA)
NAALC North American Agreement on Labor Cooperation (NAFTA)
NADB North American Development Bank (NAFTA)

NAFTA North American Free Trade Agreement

NAO National Administrative Office (NAFTA)

n.e.s.o.i. not elsewhere specified or included

NGFA National Grain and Feed Association (U.S.)

NTM nontariff measure

NTR normal trade relations

OCR Out-of-Cycle Review

OECD Organisation for Economic Co-operation and Development
OIE World Organisation for Animal Health (Office International des Epizooties)
OTEXA Office of Textiles and Apparel (USDOC)

OTLA Office of Trade and Labor Affairs (NAFTA)

Pub. L. Public Law

PV photovoltaic (solar energy)

RCC Regulatory Cooperation Council

RPS Regulatory Partnership Statement

RTA Regional Trade Agreement

S&ED Strategic and Economic Dialogue (U.S.-China)

SBS simultaneous buy-sell

SCM Subsidies and Countervailing Measures (Agreement)
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Abbreviations and Acronyms

Acronyms Term

SEM Submissions on Environmental Measures (NAFTA)
SLA Softwood Lumber Agreement

SMEs small and medium-sized enterprises

SPS sanitary and phytosanitary (standards)

SSA sub-Saharan Africa

TAA Trade Adjustment Assistance

TAD Trade and Agriculture Directorate (OECD)

TAAF TAA for Firms

TAAEA Trade Adjustment Assistance Extension Act

TBT technical barriers to trade

TC Trade Committee (OECD)

TFA Agreement on Trade Facilitation

TICFA Trade and Investment Cooperation Forum Agreement
TIFA Trade and Investment Framework Agreement
TISA Trade in Services Agreement

TIVA Trade in Value-Added

TNC Trade Negotiations Committee

TPA Trade Promotion Agreement

TPF U.S.-India Trade Policy Forum

TPP Trans-Pacific Partnership

TRAI Telecom Regulatory Authority of India

TRIMs Agreement on Trade-Related Investment Measures
TRIPS Trade-Related Aspects of Intellectual Property Rights (WTO)
TRQ tariff-rate quota

TTIP Transatlantic Trade and Investment Partnership (EU)
UN United Nations

uU.S.C. United States Code

usD United States dollar

USDA United States Department of Agriculture

USDHS United States Department of Homeland Security
usbocC United States Department of Commerce

usDOL United States Department of Labor

usDOS United States Department of State

UsDOT United States Department of Transportation
UsSITC United States International Trade Commission
USTR United States Trade Representative

WAEMU West African Economic and Monetary Union
WHO World Health Organization (UN)

WIPO World Intellectual Property Organization

WSJ Wall Street Journal

WTO World Trade Organization
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Key Trade Development 1

Executive Su mma ry Administration of U.S. Trade

Laws and Regulations

This report is the 66th in a series of annual Key Trade Development 2

reports on the operation of the United States' Trade Preference Programs

Key Trade Development 3
trade agreements program. Key trade Y ?

) . . . World Trade Organization
developments involving the United States in

Key Trade Development 4

2014 are covered in this report, and a OECD, APEC, TISA, and TIFAs
summary of them can be accessed using the Key Trade Development 5
links in the column on the right. U.S. Free Trade Agreements

Key Trade Development 6
The U.S. trade deficit for goods and services increased from

$476.4 billion in 2013 to $504.7 billion in 2014 on a balance-
of-payments basis. The deficit on goods rose from $701.7
billion in 2013 to $735.8 billion in 2014, well below the $835.7
billion record set in 2006. At the same time, the U.S. surplus
on services rose from $225.3 billion in 2013 to a new record of
$231.1 billion in 2014 (figure ES.1).

Trade Activities with Major
Trading Partners

Key Trade Development 7

Timeline of 2014 Trade
Activities

Figure ES.1: U.S. trade balance in goods and services, 1996-2014
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Source: USDOC, BEA, “U.S. International Transactions,” various issues, 1996—2014.
Note: Merchandise trade data are on a balance-of-payments basis.
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Executive Summary

U.S. trade in goods and services grew at a significantly faster rate in 2014 than in 2013.
Increased economic growth and recovering demand in major advanced economies led to an
expansion in U.S. exports in 2014. Overall, U.S. imports, particularly of electronic goods and
transportation equipment, also increased in 2014, despite a decline in imports of petroleum
and petroleum-related products.

The U.S. economic recovery that began in the summer of 2009 continued as real gross domestic
product (GDP) grew by 2.4 percent in 2014, a rate of growth that exceeded the 2.2 percent
realized in 2013. The pace of global economic growth remained the same in 2014 as in 2013, at
3.3 percent.

The U.S. dollar appreciated 9.0 percent during 2014 against a broad trade-weighted index of
foreign currencies. Most of this increase occurred in the latter part of the year as the dollar rose
8.1 percent against the broad dollar index from July to December in 2014. The dollar began to
rise in mid-2014 following revised forecasts for the U.S. economy that reflected higher-than-
expected economic growth. By yearend, the dollar had appreciated against a number of major
currencies: 14.3 percent against the Japanese yen, 13.0 percent against the euro, 12.5 percent
against the Mexican peso, 9.1 percent against the Canadian dollar, 5.5 percent against the U.K.
pound, and 2.5 percent against the Chinese yuan.

Key Trade Developments in 2014

Administration of U.S. Trade Laws and Regulations

Safeguard actions: The U.S. International Trade Commission (the Commission) conducted no
new safeguard investigations during 2014, and no U.S. safeguard measures under these
provisions were in effect during any part of 2014.

Section 301: The U.S. Trade Representative (USTR) completed one section 301 investigation in
2014. This investigation concerned protection of intellectual property rights (IPR) in Ukraine. In
February 2014, the USTR determined that in light of the political situation in Ukraine, no action
under section 301 was appropriate.

Special 301: In the 2014 Special 301 Report, USTR examined the adequacy and effectiveness of
IPR protection in 82 countries. The 2014 Special 301 Report identified 10 countries on the
priority watch list (Algeria, Argentina, Chile, China, India, Indonesia, Pakistan, Russia, Thailand,
and Venezuela) and 27 countries on the watch list. Italy, the Philippines, and Israel were
removed from the watch list in 2014. An Out-of-Cycle Review of Kuwait was initiated in October
2014, and Kuwait was elevated to the priority watch list. In February 2014, USTR issued the
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2013 Out-of-Cycle Review of Notorious Markets and identified over 60 online and physical
marketplaces that engaged in or facilitated intellectual property infringement.

Antidumping duty investigations: The Commission instituted 16 new antidumping
investigations and made 36 final determinations during calendar year 2014. The U.S.
Department of Commerce (USDOC) issued 20 antidumping duty orders on seven products from
13 countries.

Countervailing duty investigations: The Commission instituted 16 new countervailing duty
investigations and made 9 final determinations during calendar year 2014. The USDOC issued
six countervailing duty orders on four products from four economies.

Sunset reviews: During calendar year 2014, the Commission instituted 40 sunset reviews of
existing antidumping duty and countervailing duty orders and suspension agreements. The
Commission completed 55 reviews, resulting in 50 antidumping duty and countervailing duty
orders being continued for up to five additional years.

Section 337 investigations: During calendar year 2014, there were 110 active section 337
investigations and ancillary proceedings, 55 of which were instituted that year. Of these 55 new
proceedings, 39 were new section 337 investigations and 16 were new ancillary proceedings
relating to previously concluded investigations. The Commission completed a total of 64
investigations and ancillary proceedings in 2014, and issued 7 exclusion orders and 14 cease
and desist orders. The main types of products at issue in proceedings active in 2014 were
computer and telecommunications products; small consumer items; integrated circuits and
memory products; automotive/manufacturing/transportation products; and pharmaceuticals
and medical devices. At the close of 2014, 46 section 337 investigations and ancillary
proceedings were pending at the Commission.

Trade Adjustment Assistance: In fiscal year (FY) 2014, the U.S. Department of Labor (USDOL)
received 972 petitions for Trade Adjustment Assistance (TAA) for workers claiming harm from
imports, down from 1,532 petitions received in FY 2013. USDOL certified 646 petitions covering
67,738 workers as eligible for TAA, and denied 331 petitions covering 26,162 workers. In

FY 2014, USDOC received 110 petitions for TAA for firms claiming harm from imports, with 105
petitions certified as eligible for assistance and one denied or withdrawn during the year. Since
January 1, 2014, service sector workers who are not party to a manufacturing worker group are
no longer eligible for the TAA for Workers program; service sector firms also are no longer
eligible for the TAA for Firms program.
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Trade Preference Programs

Generalized System of Preferences (GSP): The President’s authority to provide duty-free
treatment under the GSP program expired on July 31, 2013, and had not been renewed by
yearend 2014. Imports claiming GSP preferences totaled $18.7 billion in 2014, accounting for
7.2 percent of total U.S. imports from GSP beneficiary countries and 0.8 percent of total U.S.
imports.® India was the leading country claiming GSP benefits in 2014, followed by Thailand and
Brazil. On October 3, 2014, Russia lost its GSP beneficiary status as a result of having become
sufficiently advanced in economic development and improved in trade competitiveness.

African Growth and Opportunity Act (AGOA): In 2014, 41 sub-Saharan African (SSA) countries
were designated as eligible for AGOA benefits, and 30 SSA countries were designated eligible
for AGOA textile and apparel benefits. Mali became eligible for AGOA benefits on January 1,
2014, and Madagascar became eligible on June 26, 2014. In December 2014, the President
announced that three countries (The Gambia, South Sudan, and Swaziland) would lose their
AGOA eligibility starting January 1, 2015, and one country—Guinea-Bissau—would be
reinstated as AGOA eligible in 2015. Duty-free U.S. imports under AGOA were valued at

$14.2 billion in 2014, a 47.0 percent decrease from 2013. The decline in duty-free U.S. imports
under AGOA was driven primarily by a decline in the value and quantity of U.S. imports of
petroleum-related products, mainly crude petroleum, which made up 77.6 percent of the value
of imports under AGOA in 2014. The decrease in the value of U.S. imports of passenger motor
vehicles also contributed to the overall decline. Angola and Nigeria were the largest suppliers
of U.S. imports under AGOA in 2014.

Andean Trade Preference Act (ATPA): The President’s authority to provide preferential
treatment under ATPA, including the Andean Trade Promotion and Drug Eradication Act
(ATPDEA), expired on July 31, 2013, and had not been renewed by yearend 2014.

Caribbean Basin Economic Recovery Act (CBERA): At yearend 2014, 17 countries and
dependent territories were eligible for CBERA preferences, and 8 of those countries were
eligible for additional preferences under the Caribbean Basin Trade Partnership Act (CBTPA).
U.S. imports under CBERA (including CBTPA) fell by 16.8 percent to $2.0 billion in 2014, mainly
reflecting a decline in the value and quantity of U.S. imports of methanol and crude petroleum,
which are major imports from CBERA countries. Trinidad and Tobago continued to be the
leading supplier of U.S. imports under CBERA in 2014, accounting for 62.6 percent of the total

! Except for imports from AGOA countries, imports after July 31, 2013, did not actually enter duty-free, but
importers still claimed GSP status (meaning they asserted that shipments met program rules) to facilitate receiving
refunds in case GSP is renewed retroactively, as has been done in the past. GSP-eligible imports from AGOA-
eligible countries continue to enter the United States free-of-duty.
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value. Haiti and The Bahamas were also leading suppliers, accounting for 20.6 and 8.0 percent
of the total, respectively.

Haiti initiatives: U.S. imports of apparel from Haiti rose 10 percent to $843.1 million in 2014,
accounting for 99.4 percent of U.S. imports of apparel under CBTPA. Virtually all U.S. imports of
apparel from Haiti received duty-free treatment under trade preference programs established
by the CBTPA, the Haitian Hemisphere Opportunity through Partnership Encouragement Acts of
2006 and of 2008 (the HOPE Acts), and the Haitian Economic Lift Program of 2010 (HELP Act).

WTO

World Trade Organization (WTO) developments: During 2014, members of the WTO pursued
the Doha Development Agenda and related mandates arising from the December 2013 Ninth
Ministerial Conference. Differences among members slowed talks on the expansion of goods
covered under the WTO Information Technology Agreement as well as the adoption of the WTO
Agreement on Trade Facilitation (TFA). A special session of the General Council held in
November helped break the stalemate on the TFA so that its implementation could move
forward in 2015. The revised WTO Agreement on Government Procurement entered into force
on April 6, 2014, after the necessary two-thirds majority of signatories formally accepted the
agreement. In July 2014, the United States and 13 other WTO members opened negotiations on
an agreement to eliminate tariffs on environmental goods, holding three rounds of discussions
during the year aimed largely at nominating specific categories of environmental goods for
negotiation.

WTO dispute settlement: During 2014, WTO members filed 14 requests for WTO dispute
settlement consultations in new disputes, compared with 20 in 2013. The United States was the
complainant in 1 of the 14 requests filed during 2014, and the named respondent in 2. The new
request filed by the United States during 2014 concerned modifications made by Indonesia to
its licensing restrictions on the importation of horticultural products, animals, and animal
products.

The United States was the named respondent in 2 new disputes filed during 2014, 1 filed by the
European Union and the other filed by the Republic of Korea (South Korea). Thirteen new
dispute settlement panels were established during 2014. The United States was the
complaining party in 1 of these panel proceedings, and the responding party in 2.

OECD, APEC, TISA, and TIFAs

Organisation for Economic Co-operation and Development (OECD) developments: The 34
OECD members held their OECD ministerial council meeting in Paris, France, on May 6—7, 2014.
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Ministers touched on a range of issues, including (1) how to promote resilient economies and
inclusive societies, (2) new approaches to economic challenges, (3) environmentally sustainable
growth, (4) how to strengthen the multilateral trade system, (5) promotion of a better business
climate, (6) strengthening outreach to global economic partners, (7) economic development as
empowerment, and (8) improvements in the efficiency and productivity of the OECD itself. In
2014, the OECD Trade Committee made progress on trade issues that support economic
growth, in particular global value chains, and joint OECD-WTO work on the Trade in Value
Added (TIVA) database. The Services Trade Restrictiveness Index, developed as part of
committee work to help improve analysis of trade in services, was launched publicly at the
ministerial meeting in May.

Asia-Pacific Economic Cooperation (APEC) developments: Under China's chairmanship of APEC
in 2014, cooperation among APEC member economies focused on “regional economic
integration; promoting innovative development, economic reform and growth; and
strengthening comprehensive connectivity and infrastructure development.” In 2014, some
progress was made in advancing APEC's objectives, including reducing applied tariffs on the

54 products in the 2012 APEC list of environmental goods; establishing a model E-Port network;
agreeing to extend the validity period of the APEC Business Travel Card; and taking actions to
facilitate trade in electric vehicles. APEC economies continued to make progress toward the
Bogor Goals of creating a free and open trade and investment area in the Asia-Pacific, though
actions for further improvement are still needed. In 2014, there was also progress made on the
Free Trade Area of the Asia-Pacific (FTAAP), as APEC economies endorsed the Beijing Roadmap,
which lists actions that must be taken to realize the FTAAP. In 2014, APEC economies continued
initiatives to advance global value chain development and supply chain connectivity by
developing an APEC strategic blueprint and carrying out related actions.

Trade in Services Agreement (TISA): During 2014, the 23 participants held five rounds of talks
aimed at developing a new plurilateral agreement to promote international trade in services.
Discussions in 2014 continued to focus on the six major topics agreed on in the previous year:
domestic regulation and transparency; financial services; information and communications
technology services, including electronic commerce; movement of natural persons (the
temporary entry of business persons into countries); professional services, including computer
services; and transportation services.

Trade and Investment Framework Agreements (TIFAs): As of yearend 2014, the United States
had entered into 50 TIFAs. In 2014, the United States signed a TIFA with the Economic
Community of West African States (ECOWAS). In addition, a number of TIFA Council meetings
took place during the year, including those with Angola, Central Asia, Iraq, Nigeria, Pakistan,
Philippines, Taiwan, and Tunisia.
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U.S. Free Trade Agreements

U.S. FTAs in force in 2014: The United States was a party to 14 FTAs with 20 countries as of
December 31, 2014. These include the U.S.-Panama Trade Promotion Agreement (TPA)
(entered into force in 2012); the U.S.-Colombia TPA (2012); the U.S.-Korea FTA (2012); the U.S.-
Oman FTA (2009); the U.S.-Peru TPA (2009); the Central America-Dominican Republic FTA with
the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua (entered into force
2006-07), and Costa Rica (2009); the U.S.-Bahrain FTA (2006); the U.S.-Morocco FTA (2006); the
U.S.-Australia FTA (2005); the U.S.-Chile FTA (2004); the U.S.-Singapore FTA (2004); the U.S.-
Jordan FTA (2001); the North American Free Trade Agreement (NAFTA) with Canada and
Mexico (1994); and the U.S.-Israel FTA (1985).

FTA negotiations: In 2014, the United States continued to participate in Trans-Pacific
Partnership (TPP) negotiations with 11 TPP partners and in Transatlantic Trade and Investment
Partnership (TTIP) negotiations with the EU. Four ministerial meetings and numerous chief
negotiator and working group meetings were held in 2014 to close remaining gaps on specific
issues in the proposed TPP agreement. The United States and Japan engaged in numerous
rounds of bilateral negotiations in parallel to the formal TPP negotiations to address issues
related to market access (including for agricultural products), motor vehicles, insurance,
investment, express delivery, government procurement, competition policy, and sanitary and
phytosanitary (SPS) measures.

The United States and the EU concluded four formal rounds of TTIP negotiations in 2014.
Discussions in the four rounds addressed a broad range of topics, including market access in
goods, services, and public procurement; regulatory cooperation; and rules issues, such as
environmental protection, customs and trade facilitation, sustainable development, labor
rights, energy and raw materials, IPR, competition, opportunities for small and medium-sized
enterprises (SMEs), and state-to-state dispute settlement. In the regulatory area, technical
barriers to trade and SPS measures were discussed, as well as regulatory cooperation and
regulatory compatibility in certain key industries (e.g., pharmaceuticals, cosmetics, medical
devices, automotive, engineering, and chemicals). The negotiators also met with stakeholders
during each round.

FTA merchandise trade flows with FTA partners: Two-way merchandise trade (exports and
imports) between the United States and its 20 FTA partners amounted to $1.6 trillion, or

40.1 percent of total U.S. merchandise trade in 2014. The NAFTA countries—Canada and
Mexico—dominated U.S. trade with FTA partners in 2014, accounting for 74.9 percent of total
U.S. merchandise trade with U.S. FTA partners, or $1.2 trillion. Two-way trade with Canada and
Mexico increased by 4.5 percent in 2014 from 2013, with exports expanding by 4.7 percent and
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imports by 4.4 percent. The U.S. merchandise trade deficit with NAFTA partners increased by
2.8 percent to $87.8 billion in 2014.

Total two-way trade with FTA partners other than the NAFTA countries amounted to
$399.4 billion in 2014, representing a decrease of 1.8 percent from 2013. U.S. imports from
these FTA partners slipped by 0.1 percent to $186.7 billion, while U.S. exports increased by
3.5 percent to $212.8 billion. The United States registered a merchandise trade surplus of
$26.1 billion in 2014 with these partners.

NAFTA developments: All of NAFTA’s provisions were implemented by the United States,
Canada, and Mexico as of January 1, 2008, with the exception of the NAFTA cross-border
trucking provisions, for which the Pilot Program of 2011-14 was created. (Developments
relating to the trucking provisions in 2014 are described in the Mexico section below.) The
NAFTA Free Trade Commission typically meets annually, but did not meet in 2013 or 2014. At
the end of 2014, three complaints remained active under Articles 14 and 15 of the North
American Agreement on Environmental Cooperation (NAAEC), none of which was submitted in
2014. Also under the NAAEC, the Border Environment Cooperation Commission and the North
American Development Bank (NADB) are providing financial support to environmental
infrastructure throughout the U.S.-Mexico border region. As of December 31, 2014, the NADB
had contracted a cumulative total of approximately $2.4 billion in loans and grants, of which a
total of $2.2 billion had already been disbursed.

NAFTA dispute settlement: In 2014, there were four active Chapter 11 (investor-state disputes)
cases filed against the United States, three of them filed by Canadian investors and one filed by
Mexican investors. Six were filed by U.S. investors against Canada, and one by U.S. investors
against Mexico. At the end of 2014, the NAFTA Secretariat listed four binational panels active
under Chapter 19 (Review and Dispute Settlement in Anti-dumping and Countervailing Duty
Matters); these are reviews of final determinations made by national authorities in
antidumping and countervailing duty cases. Two of the four active cases challenged the
Mexican agency’s determinations on products from the United States, and two challenged U.S.
agencies’ determinations on products from Mexico.

Trade Activities with Major Trading Partners

European Union

In 2014, the EU as a unit continued to be the United States' largest merchandise trading
partner. Two-way U.S. merchandise trade (exports plus imports) with the EU was valued at
$694.5 billion, accounting for 17.5 percent of total U.S. merchandise trade. U.S. exports to the
EU were $276.7 billion, ranking the EU second to Canada, while U.S. merchandise imports from
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the EU were $417.8 billion, second to China. As a result, the U.S. merchandise trade deficit with
the EU was $141.1 billion in 2014. Leading U.S. exports to the EU included aircraft and parts,
petroleum-related products, medicaments (medicines), medical instruments, passenger motor
vehicles, and blood fractions (e.g., antiserum) and vaccines. Leading U.S. imports were
passenger motor vehicles, medicaments, petroleum-related products, turbojets and parts,
blood fractions and vaccines, and airplanes and parts. The EU was also the United States'
largest trading partner in terms of services in 2014, accounting for 33.1 percent of total trade in
private services. The United States registered a trade surplus in services with the EU of

$57.5 billion in 2014, up from $50.5 billion in 2013.

A primary focus of the U.S.-EU trade relationship in 2014 was negotiations to conclude a
comprehensive trade and investment agreement, the Transatlantic Trade and Investment
Partnership. Substantial progress was also made on lifting U.S. restrictions on imports of beef
from the EU.

Canada

In 2014, Canada continued to be the United States’ largest single-country two-way merchandise
trading partner. Total two-way merchandise trade was valued at $658.2 billion, accounting for
16.6 percent of U.S. trade with the world. U.S. exports to Canada amounted to $312.1 billion in
2014, and U.S. imports from Canada totaled $346.1 billion. As a result, the U.S. merchandise
trade deficit with Canada was $33.9 billion, about 10 percent greater than in 2013

($30.9 billion). Leading U.S. merchandise exports to Canada included motor vehicles and parts,
energy products, control valve and data processing appliances, and aircraft/spacecraft and
related parts. Major U.S. imports from Canada were raw material and energy products, as well
as motor vehicle, aircraft, and related parts. Canada was also the United States’ second-largest
single-country partner for services in 2014 after the United Kingdom; two-way services trade
was valued at $92.8 billion, which accounted for 8.1 percent of U.S. trade in services with the
world. The United States ran a services trade surplus with Canada of $32.3 billion in 2014.

In February 2014, Canada and the United States agreed to harmonize terminology used to
classify cuts of meat as a result of initiatives launched under the 2011 Joint Action Plan by the
Canada-United States Regulatory Cooperation Council. In March 2014, an arbitral tribunal
under the Canada-United States Softwood Lumber Agreement determined that Canada had no
obligation past the agreement's original expiration date (October 12, 2013) to keep applying
the compensatory adjustments awarded by the tribunal to the United States in January 2011.
(In September 2013, the two parties to the agreement had submitted a joint request to the
tribunal to clarify whether Canada must continue to collect these adjustments aimed at
offsetting certain provincial subsidies for softwood lumber exports, following the parties’
extension of the agreement to October 12, 2015.)
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China

In 2014, China remained the United States’ second-largest single-country merchandise trading
partner after Canada. Two-way U.S. merchandise trade with China was valued at $590.7 billion,
accounting for 14.9 percent of total U.S. merchandise trade. U.S. merchandise exports to China
were $124.0 billion, and U.S. merchandise imports from China were $466.7 billion, resulting in a
merchandise trade deficit of $342.6 billion in 2014, higher than the U.S. deficit with any other
trading partner. Leading U.S. exports were soybeans, aircraft and parts, motor vehicles, metal
waste and scrap, processors or controllers, and grain sorghum. Leading U.S. imports were
computers and computer parts, cellphones, telecommunications equipment, toys, video games,
and electrical static converters. China was the United States' fourth-largest single-country
partner for services trade. The United States ran a services trade surplus of $26.5 billion with
China in 2014.

China’s compliance with its WTO commitments remained a focus of U.S.-China trade relations
in 2014. Top bilateral trade issues included China’s IPR enforcement, and market access for U.S.
agricultural products, medical devices, and pharmaceuticals.

MeXxico

In 2014, Mexico was the United States’ third-largest single-country merchandise trading
partner. Two-way U.S. merchandise trade with Mexico was valued at $534.5 billion, accounting
for 13.5 percent of total U.S. merchandise trade. U.S. merchandise exports to Mexico were
$240.3 billion, and U.S. merchandise imports from Mexico were $294.2 billion, for a
merchandise trade deficit of $53.8 billion in 2014. Leading U.S. exports to Mexico included
processed petroleum products; electronic products, particularly computer parts; and
transportation equipment, particularly automotive parts. Leading U.S. imports from Mexico
included crude petroleum, passenger motor vehicles, trucks, and reception apparatus for
televisions. The United States had a services trade surplus of $9.2 billion with Mexico in 2014.

U.S.-Mexico trade relations in 2014 focused on NAFTA's cross-border trucking provisions and
the sugar agreements suspending U.S. antidumping and countervailing duty investigations
affecting U.S. sugar imports from Mexico. On October 14, 2014, the U.S. government
authorized 13 Mexican carriers that had been participating in a trucking pilot program to
continue long-haul operations in the United States.

Japan

In 2014, Japan was the United States’ fourth-largest single-country merchandise trading
partner. Two-way U.S. merchandise trade with Japan was valued at $200.9 billion, accounting
for 5.1 percent of total U.S. merchandise trade. U.S. merchandise exports to Japan were

24 | www.usitc.gov



Year in Trade

$67.0 billion and U.S. merchandise imports from Japan were $133.9 billion, resulting in a
merchandise trade deficit of $67.0 billion in 2014, an 8.7 percent decline from $73.4 billion in
2013. Leading U.S. merchandise exports to Japan included aircraft and parts, corn, and certain
medicaments. Leading U.S. imports from Japan included passenger motor vehicles, parts of
airplanes and helicopters, gear boxes and parts for motor vehicles, and parts for printers and
copying machines. Japan was the United States' third-largest single-country partner for services
trade. The United States ran a services trade surplus of $18.0 billion with Japan in 2014, down
from $18.4 billion in 2013.

Economic dialogue between the United States and Japan in 2014 centered on trying to make
progress in the TPP negotiations, which Japan officially joined in July 2013. In particular, the
two sides held bilateral negotiations in parallel to TPP negotiations on issues related to market
access to the Japanese passenger motor vehicle market and its agricultural market.

Korea

In 2014, the Republic of Korea (South Korea) was the United States' sixth-largest single-country
merchandise trading partner. Two-way U.S. merchandise trade with South Korea was valued at
$114.2 billion, accounting for 2.9 percent of total U.S. merchandise trade. U.S. merchandise
exports to South Korea were $44.5 billion, and U.S. merchandise imports from South Korea
were $69.6 billion, resulting in a trade deficit of $25.1 billion in 2014, a 21.2 percent increase
from $20.7 billion in 2013. Leading U.S. merchandise exports to South Korea included
processors or controllers; machines for the production of semiconductor devices or electronic
integrated circuits; aircraft, spacecraft, and parts; corn; and medicaments. Leading U.S.
merchandise imports from South Korea included passenger motor vehicles, cell phones,
petroleum oil and oils from bituminous minerals, and parts for automatic data processing
machines. The United States ran a services trade surplus with South Korea of $12.3 billion in
2014.

U.S.-South Korea trade relations in 2014 focused on the U.S.-Korea FTA (KORUS FTA), in
particular issues related to the automobile and financial services sectors; South Korea's interest
in joining TPP negotiations; and the newly signed Organic Labeling Agreement, which
streamlines certification of organic processed products between the two countries.

Brazil

In 2014, Brazil was the United States' ninth-largest single-country merchandise trading partner.
Two-way merchandise trade with Brazil increased by 1.4 percent to $72.8 billion, accounting for
1.8 percent of total U.S. merchandise trade with the world. U.S. exports to Brazil in 2014 were
$42.4 billion, while U.S. imports from Brazil were $30.3 billion. As a result, the United States
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recorded a $12.1 billion merchandise trade surplus with Brazil in 2014. Leading U.S. exports to
Brazil included aircraft and parts, refined petroleum oils, light oils and preparations, liquefied
propane, medicaments, telecommunication equipment, coal, processors or controllers, and
wheat and meslin. Leading U.S. imports from Brazil included crude petroleum, aircraft,
semifinished iron or nonalloy steel products, coffee, refined petroleum, and chemical wood
pulp, soda, or sulfate. In 2014, the U.S. trade surplus in services with Brazil reached

$19.1 billion.

On October 1, 2014, Brazil and the United States reached an agreement that ended the long-
running WTO dispute over U.S. subsidies on upland cotton. Under the agreement, Brazil agreed
to terminate the WTO dispute and the United States agreed to make a one-time final
contribution of $300 million to the Brazilian Cotton Institute.

Taiwan

In 2014, Taiwan was the United States’ 10th-largest single-economy merchandise trading
partner. Two-way U.S. merchandise trade with Taiwan was valued at $67.4 billion, accounting
for 1.7 percent of total U.S. trade. U.S. merchandise exports to Taiwan were $26.8 billion, and
U.S. merchandise imports from Taiwan were $40.6 billion, resulting in a merchandise trade
deficit of $13.7 billion in 2014, a 10.2 percent increase from $12.5 billion in 2013. Leading U.S.
exports were manufacturing-related semiconductor machines and instruments, aircraft and
parts, memory chips, ferrous waste and scrap, soybeans, light oils, and electronic integrated
circuits. Leading U.S. imports were cellphones, memory chips, computer parts and accessories,
electronic integrated circuits, processors or controllers, and telecommunications equipment.
The United States ran a services trade surplus with Taiwan in 2014, which amounted to

$4.5 billion, compared to $4.2 billion the year before.

In 2014, U.S.-Taiwan trade relations focused on Taiwan's agricultural market access issues.
These included Taiwan's slow process in establishing maximum residue limits (MRLs) for
ractopamine, pesticides, and other agrochemicals; Taiwan’s tariff-rate quota system for rice
imports; and the tightening of Taiwan's agricultural biotechnology regulations.

India

In 2014, India was the United States’ 11th-largest single-country merchandise trading partner.
Two-way U.S. merchandise trade with India was valued at $66.9 billion, accounting for

1.7 percent of total U.S. merchandise trade. U.S. merchandise exports to India were

$21.6 billion, and U.S. merchandise imports from India were $45.2 billion, resulting in a
merchandise trade deficit of $23.6 billion in 2014. Top U.S. exports to India included diamonds,
aircraft and parts, airplanes, nonmonetary gold, coal, and almonds. Top U.S. imports from India
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included nonindustrial diamonds, certain medicaments, light oils and preparations, petroleum,
and frozen shrimp. India was the United States' ninth-largest single-country partner for services
trade and continued to be the only top U.S. trading partner with which the United States had a
services trade deficit in 2014. The U.S. services trade deficit with India grew 3.3 percent to
reach $6.0 billion in 2014.

In 2014, the United States and India continued an ongoing dialogue to improve trade relations,
including through a meeting of the U.S.-India Trade Policy Forum and other bilateral meetings.
This continued engagement contributed to the conclusion of negotiations for the WTO Trade
Facilitation Agreement in 2014. The United States continues to be concerned about India's IPR
protection, including patent and copyright protections, as well as Indian policies that impose
local-content and testing requirements.
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Summary of 2014 trade agreement activities

January

6: China circulates its fourth offer to accede
to the plurilateral World Trade Organization
(WTO) Agreement on Government
Procurement (GPA).

9: The House of Representatives introduces
the Bipartisan Congressional Trade
Priorities Act of 2014, which includes Trade
Promotion Authority.

13: The United States and South Korea
discuss South Korea’s interest in joining the
Trans-Pacific Partnership (TPP) and other
bilateral issues.

14-21: The U.S.-Afghanistan Trade and
Investment Framework Agreement (TIFA)
Council Meeting is held in Afghanistan.
During the visit the two sides sign a bilateral
market access agreement meant to move
Afghanistan towards WTO accession.

22: The WTO Dispute Settlement Body
(DSB) establishes a dispute settlement
panel at the request of South Korea
concerning U.S. antidumping and
countervailing duty measures that the
United States imposes on large residential
washers from South Korea (DS464).

24: At the World Economic Forum in Davos,
Switzerland, United States Trade
Representative (USTR) Michael Froman
announces an initiative by 14 WTO
members to negotiate a plurilateral
Environmental Goods Agreement (EGA),
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aimed at eliminating tariffs on
environmental goods such as solar water
heaters, wind turbines, and catalytic
converters.

27: The WTO DSB composes a compliance
panel to consider Mexico’s claim that the
United States has not brought its dolphin-
safe tuna labeling regime into compliance
with the ruling by the DSB Appellate Body
(AB) (DS381).

27-28: The inaugural meeting of the Labor
Affairs Council of the United States-Panama
Trade Promotion Agreement is held in
Panama City, Panama.

February

11: The White House launches the National
Strategy for Combating Wildlife Trafficking,
which is meant to be a core part of a final
TPP agreement.

12: USTR announces the findings of the
Special 301 2013 Out-of-Cycle Review on
Notorious Markets, a report that identifies
online and physical marketplaces worldwide
that infringe U.S. intellectual property rights
(IPR).

13: The United States requests
establishment of a WTO compliance panel
to consider China’s actions concerning its
antidumping and countervailing duty
measures on imports of grain-oriented flat-
rolled electrical steel from the United States
(DS414).



February—continued

15: USTR Froman meets with Japan’s
Minister of State for Economic and Fiscal
Policy Akira Amari in Washington, DC, to
discuss outstanding issues between the two
countries in the TPP negotiations.

17-24: The fifth round of the Trade in
Services Agreement (TISA) negotiations is
held in Geneva, Switzerland.

19: The ninth annual North American
Leaders' Summit is held in Toluca, Mexico.

19: The President signs executive orders
“Streamlining the Export/Import Process for
America's Businesses,” which mandate the
completion of an International Trade Data
System by December 2016.

22-25: Following a meeting of chief TPP
negotiators (February 17-21), a TPP
ministerial meeting is held in Singapore.

28: USTR announces that it has removed
Israel from the Special 301 watch list, which
lists countries found to have particular
problems with respect to IPR protection.

March

3: USTR Froman meets with Guatemalan
officials in Washington, DC, to discuss the
implementation of the Labor Enforcement
Plan signed by the two countries in 2013
under the Dominican Republic-Central
America-United States Free Trade
Agreement.

Year in Trade

4: USTR suspends preliminary discussions
on a bilateral investment treaty with Russia,
and a scheduled discussion with Russian
officials regarding Kazakhstan's accession to
the WTO, in response to Russian military
presence in Ukraine.

4: The United States ends restrictions
related to bovine spongiform
encephalopathy (BSE) on imports of beef
from the European Union (EU), although EU
member states' meat inspection systems
must still be approved by USDA before U.S.
imports can begin.

4: USTR submits the Administration's 2014
Trade Policy Agenda and the 2013 Annual
Report to Congress. In it the Administration
announces its intent to negotiate mutual
recognition agreements on
telecommunications with selected
countries, as well as develop a strategy to
address the upcoming expiration of the
U.S.-Canada Softwood Lumber Agreement
in 2015.

5: The inaugural meeting of the United
States-lraq Council on Trade and
Investment (TIFA Council) is held in
Washington, DC.

10: President Obama meets with WTO
Director-General Roberto Azevédo

regarding implementation of the WTO
Agreement on Trade Facilitation (TFA).

10-14: The fourth round of TTIP
negotiations is held in Brussels, Belgium.
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March—continued

11: The eighth meeting of the U.S.-Nigeria
TIFA Council is held in Washington, DC.

19-20: During two days of TIFA meetings,
the United States and the Philippines agree
to a program of expanded engagement on
bilateral, regional, and multilateral issues.

21: USTR notifies Congress of the
Administration's intent to enter into
negotiation with 13 other WTO members
on a plurilateral EGA, aimed at eliminating
tariffs on environmental goods.

26: During the U.S.-EU summit, leaders
reconfirm their commitment to TTIP and
address a variety of other trade, economic,
political, and security issues.

26: The WTO DSB establishes a dispute
settlement panel to consider a complaint by
China concerning the use of certain
methodologies applied by the United States
in antidumping proceedings involving China
(DS471).

31: USTR releases three reports on foreign
trade measures: 2014 National Trade
Estimate Report (NTE), the 2014 Report on
Sanitary and Phytosanitary (SPS) Measures,
and 2014 Report on Technical Barriers to
Trade (TBT).

April

1: The second meeting of the U.S.-Angola
TIFA Council is held. It focuses on the two
countries' investment relationship, small
and medium-sized enterprises (SMEs),
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utilization preferences under the African
Growth and Opportunity Act (AGOA), IPR
protection, and other bilateral issues.

4-6: The eighth meeting of the CAFTA-DR
Environmental Affairs Council occurs in New
Orleans, LA.

4: USTR releases its 2014 Section 1377
Review, which highlights barriers to U.S.
telecommunication services and equipment
exports.

5: The eighth meeting of the U.S.-Taiwan
TIFA Council is held. It focuses on various
Asia-Pacific Economic Cooperation (APEC)
forum initiatives as well as efforts to adopt
the WTO TFA, expand the WTO Agreement
on Information Technology, and advance
the TISA negotiations.

6: The revised WTO GPA enters into force,
following its formal acceptance by two-
thirds of the signatories (10 governments)
to the agreement.

11: USTR Froman and U.S. Agency for
International Development (USAID)
Administrator Shah meet in Washington,
DC, with foreign ministers, development
banks, and other representatives to discuss
implementation of the WTO TFA.

18: USTR Froman and Japan’s Minister
Akira Amari meet in Washington, DC, where
they reported making progress in narrowing
the gaps in outstanding issues in TPP
negotiations.



April-continued

27-28: USTR and African trade ministers
discuss AGOA at the African Union
Ministerial Meeting in Addis Ababa,
Ethiopa.

28: The United States announces a new
round of sanctions on Russia, including visa
bans and asset freezes on various
individuals and companies.

28-2: The sixth round of TISA negotiations
is held in Geneva, Switzerland.

29: The United States and Bangladesh hold
the inaugural meeting of the U.S.-
Bangladesh Forum on Trade and Investment
under the Trade and Investment
Cooperation Forum Agreement in Dhaka,
Bangladesh. The two sides outline barriers
to increasing bilateral trade and

investment.

30: USTR releases its 2014 Special 301
Report, which examines IPR protection and
enforcement among U.S. trading partners.
The report removes ltaly and the
Philippines from the Special 301 watch list.

May

6-7: The Ministerial Council Meeting of the
Organisation for Economic Co-operation
and Development is held in Paris, France.

Year in Trade

8: USTR Froman attends the World
Economic Forum on Africa conference in
Abuja, Nigeria. His aim is to meet with
African heads of state as well as private
sector leaders to advance U.S. trade and
investment-related issues in Africa, and, in
particular, to consult on the future of
AGOA.

8: The United States requests WTO dispute
settlement consultations with Indonesia
concerning certain measures Indonesia
imposes on the importation of horticultural
products, animals, and animal products
(DS478).

12-15: Chief negotiators and key experts
from TPP countries meet in Ho Chi Minh
City, Vietnam, to discuss market access,
legal and institutional issues, IPR,
environmental issues, textiles (including
rules of origin), and services.

14: The seventh meeting of the U.S.-
Pakistan TIFA Council is held in Washington,
DC, and the two sides agree to a Joint
Action Plan to expand bilateral trade and
investment flows over the next five years.

17-18: The APEC Ministers Responsible for
Trade Meeting is held in Qingdao, China.

19-20: TPP ministers meet in Singapore to
discuss the remaining steps needed to bring
TPP negotiations to a close.

19-23: The fifth round of TTIP negotiations
takes place in Arlington, Virginia.
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May-continued

23: The WTO DSB establishes a dispute
settlement panel at the request of the
United States concerning certain domestic
content requirements maintained by India
relating to solar cells and solar modules
(DS456).

28: The first meeting of the U.S.-Panama
Free Trade Commission is held in Panama
City, Panama. It oversees the
implementation of the U.S.-Panama Trade
Promotion Agreement (TPA).

June

11: The ninth meeting of the U.S.-Central

Asia TIFA Council is held in Washington, DC.

Discussions center on WTO membership,
customs, investment, standards and
sanitary measures, and procurement.

16: The U.S.-Tunisia TIFA Council meets in
Tunis, Tunisia, to discuss continued steps
towards increasing trade and investment.

18: The WTO DSB adopts the panel report
concerning the complaint by the United
States regarding antidumping and
countervailing duties imposed by China on
certain U.S. automobiles (DS440).

23-27: The seventh round of TISA

negotiations is held in Geneva, Switzerland.

24: The 10th anniversary of the U.S.-
Singapore FTA is observed.

26: President Obama reinstates
Madagascar's eligibility for AGOA benefits,
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effective immediately, and withdraws
Swaziland's eligibility effective January 1,
2015.

July

1: The United States and South Korea sign a
U.S.-Republic of Korea Organic Equivalence
Agreement to allow organically processed
products in either country to be labeled as
such in both countries.

3: USTR announces country-specific
reallocations of unused FY 2014 in-quota
guantities of the WTO tariff-rate quota
(TRQ) for imported raw cane sugar.

3-13: TPP chief negotiators and key
experts meet in Ottawa, Canada, to discuss
issues related to labor, services,
investment, and all areas of market access.

8: The United States and 13 other WTO
members open negotiations on an EGA
aimed at eliminating tariffs on
environmental goods.

9-10: The sixth annual U.S.-China Strategic
and Economic Dialogue (S&ED) is held in
Beijing, China.

14: The WTO DSB circulates the dispute
settlement panel report concerning
countervailing duty measures imposed by
the United States on imports of certain hot-
rolled carbon steel flat products from India
(DS436).

14-18: The sixth round of TTIP negotiations
takes place in Brussels, Belgium.



July—continued

22: The WTO DSB adopts the AB report and
the panel report concerning the complaint
by China regarding certain countervailing
and antidumping duty measures imposed
by the United States on certain products
from China (DS449).

29: The United States expands its sanctions
against Russia, tightening restrictions on
exports of energy-related technologies and
suspending exports of certain credit
financing, as well as targeting new Russian
companies and financial institutions.

31-01: USTR Froman travels to Guatemala
City, Guatemala, to ensure full
implementation of the labor provisions
under the CAFTA-DR agreement.

August

1-6: The 13th AGOA Forum takes place in
Washington, DC.

5: The United States signs a TIFA with the
Economic Community of West African
States (ECOWAS).

22: The WTO DSB circulates the dispute
settlement panel report concerning the
complaint by the United States regarding
certain measures by Argentina affecting the
importation of goods (DS444).

28: USTR Froman holds consultations with
economic ministers of the Association of
Southeast Asian Nations (ASEAN) in Nay Pyi
Taw, Burma.

Year in Trade

28: The United States and Burma announce
their intent to develop an Initiative to
Promote Fundamental Labor Rights and
Practices in Burma, intending to build upon
existing reform efforts supported by the
International Labor Organization.

29: The WTO DSB adopts the AB and
dispute settlement panel reports
concerning the complaint by the United
States regarding China’s measures related
to the exportation of rare earths, tungsten,
and molybdenum (DS431).

September

1-10: TPP chief negotiators meet for 10
days in Hanoi, Vietnam.

3: The United States announces FY 2015
WTO TRQ allocations for raw cane sugar,
refined and specialty sugar, and sugar-
containing products.

17-18: Acting Deputy USTR Cutler meets
with various Indian government ministries
to discuss IPR, industrial policies, services
and investment, and agricultural trade in
Delhi, India.

18: The United States announces that it will
proceed with its 2011 labor enforcement
case under CAFTA-DR against Guatemala.

21-25: The eighth round of TISA
negotiations is held in Geneva, Switzerland.

22-26: The second round of EGA
negotiations is held in Geneva, Switzerland.
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September—continued

24: USTR Froman meets with Minister Akira
Amari of Japan in Washington, DC, to
discuss outstanding TPP issues, focusing on
agriculture and autos.

25-26: The second meeting of the Labor
Subcommittee of the U.S.-Morocco FTA
convenes in Rabat, Morocco.

26: Argentina notifies the WTO DSB that it
will appeal the dispute settlement panel
report concerning the complaint by the
United States regarding certain measures
by Argentina affecting the importation of
goods (DS444).

29-03: The seventh round of TTIP
negotiations is held in Washington, DC.

October

1: The United States and Brazil reach an
agreement to end the WTO cotton dispute,
which concerned a complaint brought by
Brazil regarding subsidies by the United
States on upland cotton (DS267).

3: The United States and Indonesia notify
the WTO DSB that they have reached a
mutually agreed solution concerning the
complaint by Indonesia regarding measures
imposed by the United States affecting the
production and sale of clove cigarettes
(DS406).

3: The President announces that Russia is
removed from its status as a beneficiary of
the GSP program.
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10. The U.S. Federal Motor Carrier Safety
Administration authorizes the 13 Mexican
carriers that were participating in the U.S.
Pilot Program at its completion to continue
long-haul operations in the United States.

14: The WTO DSB circulates the dispute
settlement panel report concerning the
complaint by the United States regarding
measures imposed by India on the
importation of certain agricultural products
from the United States due to concerns
related to avian influenza (DS430).

14: USTR begins its Out-of-Cycle Review of
India, as announced in the April 2014
Special 301 Report.

17: The second meeting of the Labor Affairs
Council of the U.S.-Peru TPA occurs in Lima,
Peru.

25-27: A TPP ministerial meeting is held in
Sydney, Australia, following a TPP meeting
of chief negotiators in Canberra (October
19-24).

November

3: The United States and EU commit to
working on a “fresh start” in the TTIP
negotiations.

7-8: The APEC Ministerial Meeting is held
in Beijing, China.

8-10: TPP countries meet in Beijing, China,
on the margins of the APEC Leaders'
Meeting.



November—continued

10: The United States announces that it is
moving Kuwait from the Special 301 watch
list to the priority watch list, signaling
additional concerns with Kuwait's
protection of IPR.

10-11: The APEC Economic Leaders'
Meeting is held in Beijing, China.

13: The United States and India announce
an agreement on various issues aimed at
full implementation of the WTO TFA in the
future.

17: The WTO DSB circulates the dispute
settlement panel report concerning the
complaint by Vietnam regarding
antidumping duty measures imposed by the
United States on certain frozen warm-water
shrimp from Vietnam (DS429).

25: The eighth ministerial-level meeting of
the U.S.-India Trade Policy Forum convenes
in Delhi, India, to discuss progress on trade
and investment issues between the two
countries.

27: WTO members adopt a Protocol of
Amendment to insert the TFA into the 1995
Agreement Establishing the World Trade
Organization. The TFA will enter into force
once two-thirds of WTO members have
completed their domestic ratification
process.

28: The United States notifies the WTO DSB
that it will appeal certain issues with regard
to the compliance panel report about

concerns by Canada over certain mandatory

Year in Trade

country-of-origin labeling (COOL) provisions
in the 2008 U.S. Farm Bill (DS384).

December

1-5: The ninth round of TISA negotiations
is held in Geneva, Switzerland.

7-12: TPP officials meet in Washington, DC,
where progress is reported across several
areas of the text.

8: The WTO DSB circulates the AB report
concerning the complaint by India regarding
countervailing duty measures imposed by
the United States on certain hot-rolled
carbon steel flat products from India
(DS436).

8: USTR Froman and EU Trade
Commissioner Cecilia Malmstrom meet in
Washington, DC, to discuss the TTIP
negotiations.

15: The third meeting of the U.S.-Korea FTA
Joint Committee convenes in Washington,
DC, with discussions focusing on the
automotive and financial services sectors.

16-18: The 12th WTO Trade Policy Review
of the United States takes place in Geneva,
Switzerland.

16-18: The 25th U.S.-China Joint
Commission on Commerce and Trade (JCCT)
is held in Chicago.
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December—continued

18: The WTO DSB circulates the AB report
concerning the complaint by China
regarding countervailing duty measures
imposed by the United States on certain
products from China (DS437).

19. The U.S. Department of Commerce and
the government of Mexico sign agreements
suspending the countervailing duty and
antidumping duty investigations on sugar
from Mexico.

19: The EU requests WTO dispute
settlement consultations with the United
States concerning tax incentives established
by the state of Washington in relation to
the development, manufacture, and sale of
large civil aircraft (DS487).

22: South Korea requests WTO
consultations with the United States
concerning certain U.S. antidumping
measures on oil country tubular goods from
South Korea and the investigation
methodology underlying such measures
(DS488).

23: The President reinstated Guinea-Bissau
as AGOA eligible in 2015, and terminated
the designations of The Gambia and South
Sudan as AGOA beneficiaries effective
January 1, 2015.

30: USTR publishes its 2014 Report to
Congress on China's WTO Compliance.

Source: Compiled from official and private sources, including the U.S. Department of
Commerce, U.S. Department of State, U.S. Trade Representative, White House, World Trade

Organization, Australian Government Department of Foreign Affairs and Trade, Inside U.S.

Trade, and Washington Trade Daily.
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Chapter 1
Overview of U.S. Trade

Scope and Approach of the Report

This report provides factual information on the operation of the U.S. trade agreements program
and its administration for calendar year 2014. Trade agreement activities during 2014 include
the administration of U.S. trade laws and regulations; U.S. participation in the World Trade
Organization (WTO), the Organisation for Economic Co-operation and Development (OECD),
and the Asia-Pacific Economic Cooperation (APEC) forum; U.S. negotiation of and participation
in free trade agreements (FTAs) and trade and investment framework agreements (TIFAs); and
trade-related bilateral developments with major trading partners.

This report is based on primary source materials about U.S. trade programs and administrative
actions pertaining to them. These materials chiefly encompass U.S. government reports,
Federal Register notices, and news releases, including publications and news releases by the
U.S. International Trade Commission (USITC or the Commission) and the Office of the United
States Trade Representative (USTR). Other primary sources of information include publications
of international institutions, such as the International Monetary Fund (IMF), World Bank, OECD,
WTO, United Nations (UN), and foreign governments. The report draws on professional
journals, trade publications, and news reports for supplemental factual information when
primary source information is unavailable.

Trade Data

The Year in Trade 2014 report, as with past reports, relies on U.S. Census Bureau (Census) data
for the U.S. merchandise trade statistics presented throughout the report. Most tables in the
report present U.S. merchandise trade statistics using “total exports” and “general imports” as
measures,” except for data on U.S. imports entered with a claim of eligibility under trade
preference programs and free trade agreements. Such data require an analysis of U.S. “imports

% “Total exports” measures the total physical movement of goods out of the United States to foreign countries,
whether such goods are exported from the U.S. customs territory or from a Customs bonded warehouse or a U.S.
Foreign Trade Zone (FTZ). Total exports is the sum of domestic exports and foreign exports (also known as re-
exports). “General imports” measures the total physical arrivals of merchandise from foreign countries, whether
such merchandise enters the U.S. customs territory immediately or is entered into bonded warehouses or FTZs
under Customs custody.
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for consumption” —goods that have been cleared by U.S. Customs and Border Protection to
enter the customs territory of the United States with required duties paid.>

Chapters 1 and 6 also offer data on services trade. The services trade data are based on figures
for cross-border trade in private services, which exclude government sales and purchases of
services. The Commission compiled these data primarily from figures provided by the Bureau of
Economic Analysis (BEA) of the U.S. Department of Commerce (USDOC or Commerce).

Digitally delivered products and services represent an increasingly important component of
global services trade, but they are not explicitly identified in this report. Cross-border digital
trade—i.e., cross-border trade in products and services delivered via the Internet—is difficult
to measure because available business and economic data do not capture all of the economic
activities that are facilitated by or occur via the Internet.* Moreover, official U.S. trade data do
not distinguish between digital and non-digital products and services (box 1.1).

To complement the release of the Year in Trade 2014 report, the Commission has developed a
series of dashboards in MS Excel that present U.S. merchandise trade data in an interactive
format. The dashboards are a companion piece to the traditional report. They offer Year in
Trade readers a different way to look at, visualize, and understand the U.S. merchandise trade
data used in this report. Using the dashboards, readers may conduct further analysis of U.S.
merchandise trade focusing on specific trading partners, specific FTAs, or specific trade
preference programs. The dashboards can be found at

http://www.usitc.gov/research and analysis/data_analysis tools.htm. All dashboards present

data covering at least the period presented in this report (2012-14), while some allow the user
to review data ranging from 1997 through 2014.

Overview of the U.S. Economy in 2014

In 2014, the U.S. economy continued to rebound from the economic recession of 2008 and
2009 at a stronger rate than in 2013. U.S. real gross domestic product (GDP) increased
2.4 percent in 2014, compared to 2.2 percent the previous year (figure 1.1).°

* For more information about measures of U.S. merchandise exports and imports, see "Trade Metrics" section of
USITC, Shifts in U.S. Merchandise Trade, 2014, June 2015; USITC, “A Note on U.S. Trade Statistics,” August 22, 2014,
http://www.usitc.gov/publications/research/tradestatsnote.pdf.

* There is no standard or generally accepted definition for “digital trade.” For more information, see USITC, Digital
Trade in the U.S. and Global Economies, Part 2, August 2014.

> USDOC, BEA, “Gross Domestic Product: Fourth Quarter and Annual (Second Estimate),” February 27, 2015, 3.
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Box 1.1: International digital trade

International trade in digital products and services is difficult to measure. U.S. trade data do not
distinguish between digital and non-digital products and services. Moreover, official U.S. services trade
statistics are organized according to the sector of a traded service (financial services, professional
services, information services, and so on), rather than by how the service is delivered (online vs. in
person). Official services trade data describe the value of cross-border exports and imports of all types
of services, as well as the value of services provided by foreign affiliates who have established a
commercial presence in a given country market. Official statistics describe the global activities of
multinational services firms in terms of the geographic incidence of sales. Using these data, one way to
track international “digital services trade” is to look at cross-border trade flows in digitally enabled
industry sectors, such as financial services, computer and information services, audiovisual services,
professional services, and other business services. While these industries also provide services in person,
it is likely that many of their services exports are delivered over the Internet. Therefore, the sum of
cross-border trade flows in these sectors is a useful proxy for estimating total cross-border digital
services trade. In 2013, U.S. exports of digitally enabled services totaled $379.5 billion, while U.S.
imports of such services totaled $226.5 billion.?

Another way to estimate international digital trade is to look at the direction and volumes of cross-
border data flows. These continue to rise quickly as individual consumers and businesses around the
world use more and more services delivered over the Internet (from both mobile and fixed-line
connections). According to Cisco’s projections, global Internet traffic in 2018 will be close to triple its
level in 2013 and equivalent to 64 times the volume of the entire global Internet in 2005.° While data
flows are not comparable to trade statistics, as they are often not linked to a monetary transaction, they
are an indicator of cross-border economic activity occurring via the Internet. Multinational companies
necessarily transfer many types of data across borders—personal information of employees and
customers, financial transaction data, production and process performance figures—to conduct
business, communicate internally, handle customer relationships, and manage a global workforce.
However, such statistics can give only a rough idea of global business activity, given that they cannot
capture the purpose of the data flows—only their volume, source, and destination.

The USITC's recent reports on Digital Trade in the U.S. and Global Economies (2013 and 2014) describe
in detail the exponential growth in various types of business activity conducted via the Internet. They
also discuss the way digital technologies are changing business models in traditional goods and services
sectors and examine the Internet's effects on productivity, output, and employment, as well as the
Internet's future implications for international trade.*

® USITC estimates; USDOC, BEA, U.S. Trade in Services by Type of Service, table 2.1, October 24, 2014. For a fuller explanation
of the issues involved in estimating digital trade, see USITC, Digital Trade in the U.S. and Global Economies, Part 1, 2013,
chapter 4. Issues related to identifying digitally enabled services are discussed in Borga and Koncz-Bruner, “Trends in Digitally-
Enabled Trade in Services,” USDOC, BEA, 2012.

b Cisco, The Zettabyte Era—Trends and Analysis, June 10, 2014.

€ USITC, Digital Trade in the U.S. and Global Economies, Part 1, July 2013; USITC, Digital Trade in the U.S. and Global
Economies, Part 2, August 2014.

The increase in real GDP in 2014 mostly reflected positive contributions from personal
consumption expenditures (1.72 percentage points) and gross private domestic investment
(0.93 percentage points), slightly offset by a negative contribution from federal and state
government spending (—0.03 percentage points). Additionally, the contribution of net exports
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of goods and services to growth in real GDP was -0.23 percentage points.® To support the
continued U.S. economic recovery, the U.S. Federal Reserve continued to buy long-term
securities and kept the target range for the federal funds rate at 0 to 0.25 percent in 2014.” The
seasonally adjusted U.S. unemployment rate fell from 6.7 percent in December 2013 to

5.6 percent in December 2014.°

Figure 1.1: U.S. real gross domestic product, percentage change, 2005-14
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Source: USDOC, BEA, “Gross Domestic Product, Percent Change from Previous Period,”
http://www.bea.gov/national/xls/gdpchg.xls (accessed March 19, 2015).

The global economy grew at the same rate as the previous year—3.3 percent.’ Economic
growth in major advanced economies picked up in 2014, rising to 1.8 percent in 2014 from

1.3 percent in 2013. On the other hand, while growth has been more robust in many emerging
and developing economies in recent years, it decreased on average in 2014, falling to

4.4 percent from 4.7 percent in 2013. The decline in the real GDP growth rate among these
countries was led by lower growth in China. Lower oil and other commodity prices also affected
the terms of trade and real income, and thus dampened growth in commodity exporting
developing countries. 10

6 USDOC, BEA, “Gross Domestic Product: Fourth Quarter and Annual (Second Estimate),” February 27, 2015, table
2.

’ Federal Reserve, “Federal Reserve Issues FOMC Statement,” September 17, 2014. The federal funds rate is the
interest rate at which depository institutions lend their excess deposits to each other overnight. Federal Reserve,
“Open Market Operations,” n.d. (accessed March 12, 2015).

® USDOL, BLS, Current Population Survey (CPS) database (accessed March 5, 2015).

° IMF, World Economic Outlook Update, January 2015. This document is the source for the data in this paragraph.

Economic growth is measured as the percentage change in GDP at constant prices.
10, ;
Ibid.
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Exchange-Rate Trends

The U.S. dollar largely maintained its value in the first part of 2014, depreciating mildly against
the broad dollar index. ™ However, the dollar rose 8.1 percent against the broad dollar index
from July to December in 2014, resulting in an overall appreciation of 9.0 percent in 2014. By
yearend, the dollar had appreciated against a number of major currencies: 14.3 percent against
the Japanese yen, 13.0 percent against the euro, 12.5 percent against the Mexican peso,

9.1 percent against the Canadian dollar, 5.5 percent against the UK pound, and 2.5 percent
against the Chinese yuan (figure 1.2). The dollar began to rise in mid-2014 following revised
forecasts for the U.S. economy that reflected higher than expected economic growth. *2
Additionally, in September 2014, the European Central Bank announced that it would cut
interest rates and institute a bond-buying program to stimulate euro-area economies, which
further contributed to the rise in the dollar.*

Balance of Payments'*

The U.S. current-account deficit—the combined balances of trade in goods and services,
income, and net unilateral current transfers—increased to $410.6 billion (preliminary) in 2014
from $400.3 billion in 2013.* This deficit amounted to 2.4 percent of current-dollar GDP in
both 2014 and 2013. The increase in the current-account deficit was due to a rise in both the
merchandise trade deficit and government transfers abroad. These trends offset increased
surpluses in services trade and primary income (investment income, income payments to
foreigners, and compensation of employees) in 2014.

" The broad dollar index is a weighted average of the foreign exchange values of the U.S. dollar against the
currencies of a large group of major U.S. trading partners. Dollar appreciation is measured as the increase in the
broad dollar index from January 2, 2014, to December 31, 2014. Federal Reserve, Foreign Exchange Rates—H.10
(accessed March 5, 2015).

12 Irwin, “What the Dollar's Rise Tells Us,” October 8, 2014.

13 Wearden, “ECB Cuts Interest Rates,” September 4, 2014.

" This section of the report relies on trade data reported by the BEA. The trade deficit reported by the BEA is
derived from Census data on U.S. total exports minus U.S. general imports. The BEA adjusts these flows to bring
the data in line with the concepts and definitions used to prepare the international and national accounts. For a
more detailed discussion of the differences between balance of payments-basis and Census-basis data, see USDOC,
BEA, “A Guide to the U.S. International Transactions Accounts,” February 2010. All other sections of the report rely
solely on Census data.

!> Unless otherwise indicated, information in this section is from USDOC, BEA, “U.S. International Transactions:
Fourth Quarter and Year 2014,” March 19, 2015, 5-7.
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Figure 1.2: Indices of U.S. dollar exchange rates for selected major foreign currencies, daily, 2014°
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Source: U.S. Federal Reserve Board (accessed March 20, 2015).
® Units of the foreign currency per unit of the U.S. dollar. A decrease in the index represents a depreciation of the U.S. dollar

relative to the foreign currency, and an increase in the index represents an appreciation of the U.S. dollar relative to the foreign
currency.
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The U.S. trade deficit for goods and services increased from $476.4 billion in 2013 to

$504.7 billion in 2014. The deficit on goods increased to $735.8 billion in 2014 from

$701.7 billion in 2013, though it remained well below the record goods deficit of $835.7 billion
in 2006. U.S. exports of goods rose from $1,592.8 billion in 2013 to $1,635.1 billion in 2014,
reflecting growth in exports of capital goods, consumer goods, and, in particular, petroleum
and petroleum products. Imports of goods increased to $2,370.9 billion in 2014 from

$2,294.5 billion in 2013, reflecting increases in all major sectors despite a decline in imports of
petroleum and petroleum products (see the U.S. Merchandise Trade section later in this
chapter).

The U.S. trade surplus for services grew to $231.1 billion in 2014 from $225.3 billion in 2013, a
new annual record. Services exports rose from $687.4 billion to $709.4 billion in this period.*®
The largest increases in services exports occurred in the category “other business services” —
particularly professional and management consulting services and research and development
services—and in financial services. At the same time, services imports also increased, rising
from $462.1 billion in 2013 to $478.3 billion in 2014. The largest increase in services imports
occurred in travel, particularly personal travel abroad."’

U.S. Trade in Goods in 201418

The value of U.S. exports grew 2.8 percent while the value of imports rose 3.4 percent in 2014,
compared to an increase of 2.2 percent for exports and a slight decrease of less than 0.5
percent for imports in 2013 (appendix table A.1). U.S. merchandise imports continued to
exceed merchandise exports in 2014. U.S. merchandise exports increased from $1,579.6 billion
in 2013 to $1,623.4 billion in 2014, boosted by recovering demand in major advanced
economies. U.S. merchandise imports rose from $2,268.3 billion in 2013 to $2,345.2 billion in
2014, driven by the stronger U.S. economy and the corresponding upturn in personal spending
and business investment.® As a result, the merchandise trade deficit increased in 2014 to
$721.7 billion from $688.7 billion in 2013 (figure 1.3).

1¢ Services data in this section include trade in private services, as well as transfers under U.S. military agency sales
contracts and U.S. government purchases of miscellaneous services.

7 Services trade is discussed in more detail later in this chapter.

'8 This section of the report uses total exports and general imports as reported by Census. For further information
on these terms, please select “View data field descriptions” at USITC DataWeb http://dataweb.usitc.gov.

19 USITC, Shifts in U.S. Merchandise Trade, 2014, June 2015.
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Figure 1.3: U.S. merchandise trade with the world, 2012-14
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Source: USITC DataWeb (accessed February 12, 2015); data compiled from the official statistics of the U.S. Department of
Commerce.

U.S. Merchandise Trade by Product Category

Exports

In 2014, U.S. exports increased in 11 of the 12 broad merchandise sectors defined by the USITC
by a total of $52.4 billion, but fell in the minerals and metals sector by $8.5 billion (appendix
table A.1). Transport equipment, which consistently ranks as the largest U.S. export sector,
accounted for 20.7 percent of merchandise exports in 2014. U.S. exports of transport
equipment were valued at $335.6 billion in 2014, up 4.2 percent from $322.1 billion in 2013.
Top products exported in all merchandise sector categories in 2014 included aircraft,
spacecraft, and parts; petroleum oils; passenger motor vehicles; soybeans; and nonmonetary
gold (see appendix table A.2 for details at the Schedule B subheading level).

Imports

In 2014, U.S. imports expanded in 11 of the 12 merchandise sectors by a total of $111.1 billion,
but fell in the energy-related products sector by $34.2 billion (appendix table A.1). The decline
in energy-related imports reflects increased U.S. production of petroleum and related products,
such as shale oil gas, as well as lower petroleum prices during the year. The electronic products
sector, which has ranked as the largest import sector since 2012, accounted for 18.7 percent of
the value of total merchandise imports in 2014, followed by transportation equipment, at
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17.2 percent. U.S. imports of electronic products were valued at $438.2 billion in 2014, up

3.9 percent from $421.7 billion in 2013, while imports of transportation equipment were valued
at $403.0 billion in 2014, up 7.3 percent from $375.4 billion in 2013. Top products imported in
2014 in all merchandise sectors included petroleum oils, motor vehicles, cellphones,
computers, and pharmaceuticals (see appendix table A.3 for details at the Harmonized Tariff
Schedule of the United States [HTS] subheading level).

U.S. Imports under Preferential Programs and Free
Trade Agreements

The value of U.S. imports for which eligibility was claimed under the United States’ four major
preferential trade programs with developing countries fell from $48.3 billion in 2013 to

$32.5 billion in 2014; they accounted for 1.4 percent of total U.S. imports during 2014.%°
Imports that claimed eligibility under the U.S. Generalized System of Preferences (GSP) program
(appendix table A.14) totaled $18.7 billion in 2014, including $2.4 billion that entered free of
duty from AGOA beneficiary countries.?! Imports under the African Growth and Opportunity
Act (AGOA) totaled $11.9 billion, excluding imports valued at $2.4 billion that claimed GSP
benefits (appendix table A.17); imports under the Caribbean Basin Economic Recovery Act
(CBERA), including the Caribbean Basin Trade Partnership Act (CBTPA), totaled $2.0 billion
(appendix table A.20). No imports entered under the Andean Trade Preference Act (ATPA) in
2014 (appendix table A.19), as the President's authority to provide ATPA benefits expired on
July 31, 2013. Most of the imports claiming eligibility under AGOA and CBERA are free of duty.

A much larger share of U.S. imports claim benefits under free trade or trade promotion
agreement provisions than under preferential trade programs. The value of these imports
increased 0.9 percent in 2014 and totaled $414.6 billion, or 17.9 percent of total U.S. imports in
2014.%

2% U.S. tariff preferences provided to goods entered into the customs territory of the United States from U.S.
insular possessions (U.S. Virgin Islands, Guam, Johnston Atoll, Midway Islands, and Wake Island) and to products of
the Freely Associated States (the Marshall Islands, the Federated States of Micronesia, and Palau) are not analyzed
in this report. See the USITC, Harmonized Tariff Schedule of the United States 2015, January 2015, gen. note 3a (iv)
and gen. note 10. U.S. insular possessions are defined in 19 C.F.R. § 7.2 (a).

2 Following the expiration of the President’s authority to provide duty-free treatment under the GSP program on
July 31, 2013, importers still claimed GSP status to facilitate receiving refunds if GSP were to be renewed
retroactively, as has been done in the past. Note that imports claiming GSP benefits after July 31, 2013, have not
actually entered free of duty, except for imports from AGOA beneficiary countries ($2.4 billion in 2014).

2uys. imports under preferential trade programs are discussed in chapter 2. U.S. trade with countries under free
trade or trade promotion agreement provisions is discussed in chapter 5.
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U.S. Merchandise Trade with Leading Partners?

Table 1.1 shows U.S. trade with selected major trading partners, ranked by total trade (exports
and imports) in 2014. In 2014, the European Union (EU) remained the United States’ top trading
partner in terms of two-way merchandise trade. Canada was the leading market for U.S.
exports. China continued as the leading source of U.S. imports through 2014. Canada also
remained the largest single-country two-way trading partner of the United States, followed by
China and Mexico (see appendix tables A.6 and A.7 for U.S. trade with the top 15 single-country
trading partners). The leading U.S. export markets and import suppliers by share in 2014 are
shown in figures 1.4 and 1.5.*

Table 1.1: U.S. merchandise trade with selected major trading partners and the world, 2014

Two-way trade

U.S. general (exports plus

Major trading partner U.S. total exports imports Trade balance imports)
Million S

EU 276,698 417,837 -141,138 694,535
Canada 312,125 346,063 -33,937 658,188
China 124,024 466,656 -342,633 590,680
Mexico 240,326 294,157 -53,831 534,484
Japan 66,964 133,939 -66,975 200,903
Korea® 44,544 69,606 -25,062 114,150
Brazil 42,418 30,337 12,081 72,755
Taiwan 26,836 40,572 -13,736 67,407
India 21,628 45,228 -23,601 66,856
All others 467,880 500,793 -32,913 968,673
All partners 1,623,443 2,345,187 -721,744 3,968,630

Source: USITC DataWeb (accessed February 12, 2015); data compiled from the official statistics of the U.S. Department of
Commerce.
Note: Because of rounding, figures may not add to totals shown.

® Republic of Korea (South Korea).

> See chapter 6 for further information on U.S. merchandise trade with major trading partners, including the EU,
Canada, China, Mexico, and other economies.

2 Leading U.S. exports to and imports from these major trading partners are presented in appendix tables A.24—
A.50.
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Figure 1.4: Leading U.S. merchandise export markets, by share, 2014
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Source: USITC DataWeb (accessed February 12, 2015); data compiled from the official statistics of the U.S. Department of
Commerce.
Note: Because of rounding, figures may not add up to 100 percent.

Figure 1.5: Leading U.S. merchandise import sources, by share, 2014
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Source: USITC DataWeb (accessed February 12, 2015); data compiled from the official statistics of the U.S. Department of
Commerce.
Note: Because of rounding, figures may not add up to 100 percent.
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U.S. Trade in Services in 2014%°

The U.S. surplus in cross-border private services trade increased 2.2 percent in 2014 to

$231.1 billion (figure 1.6).2° U.S. cross-border exports of private services increased by

3.4 percent ($22.7 billion) in that year to $685.6 billion, slightly slower than the 4.1 percent
($17.7 billion) increase in U.S. imports, which reached $454.5 billion. Growth occurred in 9 of
the top 10 services export categories in 2014, including travel services, charges for the use of
intellectual property n.i.e.,” and financial services (the three largest categories). U.S. imports of
private services increased in 8 of the top 10 import categories, most significantly in professional
and management consulting services (12.0 percent) and passenger fares (8.9 percent).
Appendix table A.6 provides data on U.S. trade in private services by product category.

U.S. Services Trade by Product Category

Exports

Travel services?®led U.S. cross-border services exports in 2014, accounting for 25.8 percent of
the total, followed by charges for the use of intellectual property n.i.e. (19.3 percent), and
financial services (12.9 percent). Among the top 10 export categories, maintenance and repair
services n.i.e. experienced the fastest year-on-year growth in exports (14.8 percent) in 2014.
Although exports grew in most services sectors in 2014, growth rates for some sectors fell
below 2013 levels.

%> This section uses BEA data on U.S. cross-border trade in private services. It excludes BEA data on government
sales and purchases. Under the BEA's national accounts data, cross-border services trade occurs when firms in one
country provide services to consumers in another country, with people, information, or money crossing U.S.
boundaries in the process. U.S. firms also provide services to foreign consumers through affiliated companies
abroad. Cross-border services trade is recorded as exports or imports in international balance of payments data,
whereas the income generated through affiliate transactions is recorded as investment income.

2 USDOC, BEA, “U.S. International Transactions Accounts Data: Table 3.1,” March 19, 2015. In 2014, the BEA
updated its services trade statistics under its U.S. International Transaction Accounts to conform more closely to
international standards. For more information about how BEA has revised its data, see USDOC, BEA, “The
Comprehensive Restructuring,” March 2014, and “Comprehensive Restructuring and Annual Revision,” July 2014.
7 U.S. exports of charges for the use of intellectual property “not included elsewhere” (n.i.e.), which the BEA
previously labeled as “royalties and license fees,” include payments by foreigners to U.S. owners of intellectual
property, such as trademarks and franchise fees, computer software, industrial processes, and audiovisual
products.

8 Travel services comprise purchases of goods and services made by U.S. residents traveling abroad (U.S. imports
of travel services) and by foreign travelers in the United States (U.S. exports of travel services). These goods and
services include food, lodging, recreation, gifts, entertainment, local transportation in the country of travel, and
other items incidental to a foreign visit. The trade numbers for travel services were revised in 2014 to reflect new
procedures for electronic data collection carried out by the U.S. Department of Homeland Security. These changes
allowed more accurate accounting of passengers' destination countries and improved methods of estimating their
travel-related expenditures.
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Figure 1.6: U.S. private cross-border services trade with the world, 2012-14°
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Source: USDOC, BEA, International Transactions Accounts Data, March 19, 2015, table 1.2.
® Data for 2014 are preliminary.

For instance, U.S. exports of air transport services? grew by only 0.8 percent in 2014,
compared to growth of 7.0 percent in 2013. Growth in U.S. exports of financial services was
also slower in 2014 (5.2 percent) than in 2013 (9.7 percent).

On the other hand, U.S. exports of maintenance and repair services n.i.e. and of sea transport
services®® had much higher growth rates in 2014 compared to 2013. In particular, U.S. exports
of sea transport services increased by 5.4 percent in 2014, far exceeding the 0.7 percent
increase posted in 2013. Faster growth in U.S. exports of sea transport services in 2014 was
partly due to higher demand for maritime freight transport vis-a-vis more expensive air
transport services, as manufacturers continued to focus on reducing costs during the post-
recession period.>*

Imports

Travel services (24.6 percent of total imports) and insurance services (10.9 percent) led U.S.
cross-border services imports in 2014. Overall, 2014 witnessed broad growth in U.S. services
imports, with increases in 8 of the top 10 import categories. As mentioned, U.S. imports of

2 Air transport services include airport and air freight services.
30 . . . .
Sea transport services include seaport and sea freight services.
! Knowler, “Changing Air Cargo Landscapes Threatens Recovery,” October 7, 2014.
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professional and management consulting services in 2014 grew the fastest at 12.0 percent (a
sharp increase over 3.6 percent in 2013), followed by passenger fares at 8.9 percent. By
contrast, U.S. imports of insurance services fell by 2.3 percent; U.S. imports of technical, trade-
related, and other business services, by 7.2 percent.32

U.S. Services Trade with Leading Partners

In 2014 the EU was the United States’ largest export market for services, as well as its largest
foreign supplier of services (table 1.2). Canada and Japan were the second- and third-largest
U.S. services trading partners in 2014. The EU accounted for $217.6 billion (31.7 percent) of
total U.S. services exports and $160.0 billion (35.2 percent) of total U.S. services imports in that
year (figures 1.7 and 1.8).%* The U.S. trade surplus in services with the EU increased to

$57.5 billion in 2014, up from $50.5 billion in 2013.

The United States also maintained large trade surpluses in services with most of its other
leading trade partners, including Canada ($32.3 billion), China ($26.5 billion), Brazil

(519.1 billion), Japan ($18.0 billion), the Republic of Korea (South Korea) ($12.3 billion),
Australia (512.1 billion), and Mexico ($9.2 billion). India was the only leading services trade
partner with which the United States recorded a trade deficit, $6.0 billion (compared to
$5.8 billion in 2013). The U.S. services trade deficit with India has been driven largely by an
increase in U.S. imports of computer services from that country.34

32 Technical, trade-related, and other business services include construction, architectural and engineering
services, waste treatment, operational leasing, trade-related, and other business services.

** In terms of single countries, the United Kingdom (an EU member) was the largest exporter and importer of U.S.
private services in 2014.

* For example, in 2013, U.S exports of computer services to India were $554 million, whereas U.S. imports of
computer services from India were nearly $9.5 billion. USDOC, BEA, Survey of Current Business, October 2014, 15—
16.
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Table 1.2: U.S. private services trade with major trading partners and the world, 2014

Two-way trade (exports

Major trading partners U.S. exports U.S. imports Trade balance plus imports)
Million $
EU 217,557 160,014 57,543 377,571
Canada 62,537 30,284 32,253 92,821
Japan 46,280 28,262 18,018 74,542
China 41,139 14,629 26,510 55,768
Mexico 29,291 20,061 9,230 49,352
Brazil 27,610 8,537 19,073 36,147
South Korea 20,259 7,941 12,318 28,200
Australia 18,756 6,679 12,077 25,435
India 14,283 20,272 -5,989 34,555
Singapore 12,161 5,385 6,776 17,546
Taiwan 11,806 7,307 4,499 19,113
All other 183,901 145,126 38,775 329,027
World 685,580 454,497 231,083 1,140,077

Source: USDOC, BEA, “U.S. International Transaction Accounts Data: Table 1.3,” March 19, 2015.

Figure 1.7: Leading U.S. export markets for private ser