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PREFACE

This report is a product of the U.S. International Trade Commission’s
Trade Monitoring Information Support System. This system consists of a
comprehensive and standardized data base designed to provide the Commission
with the basic data required in its analytical and monitoring responsibilities
and to serve as a starting point for more detailed trade analysis. The system
improves the Commission’s capability to anticipate issues that are of concern
- in the exercise of its various roles under U.S. trade statutes, including
monitoring and understanding trade shifts that are likely to affect future
trade policy.

The basic components of the system are the tailormade trade tables, which
consist of computer-generated import/export tables for key commodity areas or
aggregations for which data have not generally been available on a routine,
machine-generated basis. The data are compiled from official statistics of
the U.S. Department of Commerce. The system at present includes over 2,500
key commodity groups composed of one or more individual TSUS items and
comparable export classifications.

The tailormade trade tables serve as the vehicle for a Commission trade-
monitoring or early-warning system, which can alert the Commission to shifts
in trade patterns and focus on areas for further Commission study. The
tailormade trade tables are automatically tested quarterly and annually by
computer against predetermined criteria or "gates" designed to detect aberrant
trade behavior. These criteria include significant changes in (1) the value
and/or quantity and/or unit value for exports and imports, and (2) the pattern
of countries supplying U.S. imports and/or the markets for U.S. exports.

Because of the interest in shifting trade patterns, the Commission, while
viewing the system primarily as an internal analytical tool, is making this
report available to the concerned congressional committees, the United States
Trade Representative, other executive departments, and the public. This
report provides brief analyses of significant trade shifts and possible
reasons for the shifts for the following sectors:

Agricultural, animal, and vegetable products
Forest products

Textiles, apparel, and footwear

Energy and chemicals

Minerals and metals

Machinery and equipment

Miscellaneous manufactures.

Following each sector analysis is a statistical table summarizing trade
for the major commodity groups within the sector and a summary of the
monitoring gates triggered for the most recent period. Appendix A contains a
listing of the specific import and export gates that are currently used in the
Commission’s system.
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Trade data indicating the origin of U.S. imports, by sources, and the
market countries for U.S. exports are available within the Commission for each
of the 650 commodity groupings covered in the sector tables. 1/ In addition,

the Commission has similar data available on a more detailed product basis
within these groupings.

Appendix B contains data for U.S. trade in articles covered by the MIN

Civil Aircraft Agreement; appendix C contains data for U.S. trade in
motor-vehicle parts and accessories.

1/ App. D contains an alphabetical index of the commodity groupings covered in
the sector tables.

il
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Overview of U.S. Merchandise Trade, Second Quarter 1986

In the first half of 1986, the U.S. merchandise trade deficit was $80.1
billion, 26.9 percent higher than the $63.1 billion deficit experienced in the
first half of 1985. Imports at $182.6 billion were 7.2 percent greater than
those in the first half of 1985; exports were down by 4.4 percent to $102.5
- billion in the first half of 1986.

In the second quarter of 1986, the U.S. merchandise trade deficit was
$39.6 billion, representing a 13.4-percent increase over the $34.9 billion
deficit experienced during the corresponding period of 1985 (table 1). On a
sector basis, merchandise trade deficits were experienced in the second
quarter of 1986 for machinery and equipment ($15.9 billion); minerals and
metals ($7.6 billion); petroleum, natural gas, and related products (§7.2
billion); textiles and apparel ($4.1 billion); miscellaneous manufactures
($3.2 billion); footwear ($1.5 billion); forest products ($1.5 billion); and
agricultural, animal, and vegetable products ($0.5 billion). A trade surplus
was experienced only in chemicals and related products ($2.3 billion). The
most significant declines in net trade position occurred in the machinery and
equipment sector (down $5.9 billion), the minerals and metals sector (down
$1.8 billion), and the agricultural sector (down $1.2 billion). The net trade
position improved significantly (up $6.4 billion) in the petroleum, natural
gas, and petroleum products sector as petroleum prices declined.

The most significant decline in net trade position on a country basis
(table 2) occurred in trade with Japan and the European Community (EC). The
U.S. net trade position declined by $2.1 billion with Japan and by $1.1
billion with the EC. U.S. imports from these countries increased most
significantly in the machinery and equipment sector.

The International Monetary Fund’s weighted-average foreign-currency value
of the U.S. dollar was down 4.2 percent from that in the first quarter of 1985
and down 20.4 percent from that in the second quarter of 1985. Although this
decline suggests an increase in U.S. competitiveness in domestic and world
markets, the U.S. trade deficit nevertheless increased by 13.4 percent over
that in the second quarter of 1985, as mentioned above. In addition to the
value of the U.S. dollar, many other factors such as international price
competitiveness, technological advantages, market access constraints, existing
supply arrangements, and varying market growth rates are simultaneously
affecting the competitiveness of U.S. goods and U.S. trade levels. Several
factors have contributed to increased imports, including the slowing but
sustained growth in the U.S. economy and the ability of many foreign suppliers
to cut their profit margins in order to maintain their share of the U.S.
market. Even though the drop in the value of the U.S. dollar has reduced
prices, the weaker than expected economies abroad are having difficulty
absorbing more U.S. exports. Furthermore, the heavy debt burdens of many
nations limit the amount of foreign exchange available in their economies to
purchase U.S. exports. The value of the U.S. dollar relative to other major
currencies is shown in the following tabulation: 1/

1/ Quarterly data in average currency units per U.S. dollar.
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Second quarter Second quarter Percentage

Currency 1985 1986 change

Yen (Japan).........cccinvuvvnnn 250.73 170.13 -32

Pound (United Kingdom)........ .7956 .6630 -17
-Franc (France)........ovvevens 9.4071 7.1468 -24

Dollar (Canada)..........co0... 1.3693 1.3842 1

Lira (Italy)....covviiunnennns 1,970.71 1,539.03 -22

Deutsche mark (West Germany).. 3.0867 2.2464 -27

U.S. export developments

U.S. exports decreased by 4.3 percent to $50.5 billion in the second
quarter of 1986 compared with those during the corresponding period of 1985.
Major changes in the value of U.S. exports occurred in a number of specific
commodity areas within the major industrial sectors.

In the second quarter of 1986, exports in the agricultural sector fell by
10 percent to §$6.2 billion (compared with those in the corresponding period of
1985). The bulk of the decrease occurred in exports of grain (principally
corn and wheat), down $1.2 billion, or by 50 percent. Bumper crops worldwide
and a global excess supply of wheat are largely responsible for the decline.

In the second quarter of 1986, exports in the forest products sector
increased by 7 percent (compared with those in the corresponding period of
1985) to $2.2 billion. Much of the increase occurred in exports of lumber (up
$54 million, or by 28 percent), wood pulp (up $53 million, or by 14 percent),
and industrial paperboard (up $46 million, or by 18 percent).

In the textiles, apparel, and footwear sector, U.S. exports decreased
from $1.5 billion during the second quarter of 1985 to $1.2 billion during the
corresponding period of 1986, or by about 18 percent. Exports of raw cotton,
which declined by $336 million, from $442 million to $106 million, accounted
for much of the decline with smaller gains and losses in other products
offsetting one another. Decreased demand for U.S. cotton was due to ample
world stocks and U.S. prices which were substantially higher than world prices.

In the energy and chemicals sector, the value of U.S. exports of
petroleum, natural gas, and related products declined by 17 percent to $693
million during April-June 1986 compared with those in the corresponding period
of 1985. Although the quantities of such exports decreased only slightly
during these time periods, the sharp decline in the per barrel cost of crude
petroleum was the principal reason for the change in the value of these
exports. Exports of U.S. fertilizers decreased by 25 percent from $604
million during April-June 1985 to $451 million during April-June 1986. The
principal reason given for this decline was greatly reduced buying by many
developing countries.

In the minerals and metals sector, U.S. exports of unwrought aluminum
declined to $137 million during the second quarter of 1986, from $247 million
during the corresponding period of 1985. The decline largely reflects
slackened demand in major export markets because of slowed economic growth.

viii
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In the machinery and equipment sector, U.S. exports of large transport
aircraft were valued at $1.4 billion in the second quarter of 1986, decreasing
from $1.5 billion in the second quarter of 1985. U.S. exports of earth moving
and mining machinery also decreased during the period, declining by 16 percent
to $2.0 billion. Exports of semiconductors reversed an earlier trend,

increasing by 15 percent to $1.3 billion.

In the miscellaneous manufactures sector, U.S. exports of ammunition and
munitions decreased 29 percent, or by $87 million, to $209 million during the
second quarter of 1986 compared with exports during the corresponding period
of 1985. The decline in these exports reflects a reduction in U.S. military
sales abroad.

U.S. import developments

U.S. imports increased by 2.8 percent to $90.1 billion in the second
quarter of 1986 compared with $87.7 billion during the corresponding period of
1985. Major changes occurred in U.S. imports of specific products in the
various sectors in the second quarter of 1986 as outlined below.

In the agricultural sector, U.S. imports increased by 9 percent, or from
$6.1 billion in the second quarter of 1985 to $6.7 billion in the second
quarter of 1986. Imports of coffee increased from $0.8 billion to $1.3
billion; shellfish rose from $493 million to $603 million; and vegetables,
fresh, chilled, or frozen, increased from $183 million to $381 million.

In the forest products sector, U.S. imports increased by 7 percent, from
$3.5 billion in the second quarter of 1985 to $3.7 billion in the second
quarter of 1986. Imports of lumber increased from $849 million to §$942
million; industrial papers rose from $165 million to $195 million; and printed
material increased from $131 million to $186 million.

In the textile, apparel, and footwear sector, U.S. imports increased from
$5.9 billion during the second quarter of 1985 to $6.8 billion during the
corresponding period of 1986, or by slightly over 15 percent. U.S. imports of
apparel, accounting for about one-half of the total increase in this sector,
rose from $3.3 billion during the second quarter of 1985 to $3.8 billion
during the corresponding quarter of 1986. The apparel items showing the
largest import gains were women’s shirts and blouses, which increased by $136
million to $634 million, and sweaters, which increased by $125 million to $582
million. U.S. imports of fibers and textiles increased $225 million during
the period, with the largest gains occurring in broadwoven fabrics, which
increased from $540 million during the second quarter of 1985 to $625 million
during April-June 1986. Footwear imports increased by 19 percent from $1.3
billion to more than $1.5 billion. China accounted for the largest textiles
and apparel increase, by $116 million compared with that of 1985, with Korea
providing the largest footwear increase, amounting to $124 million.

In the energy and chemicals sector, the most significant change during
the second quarter of 1986 compared with the second quarter of 1985 was a
46-percent decrease in the value of U.S. imports of petroleum, natural gas,
and related products to $7.9 billion. The decrease was attributable to a
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decline in the unit value of imports of crude petroleum from $26.60 per barrel
during April-June 1985 to $12.29 per barrel in the corresponding period of
1986. Mexico continued to be the principal source of these imports during
this time period.

In the minerals and metals sector, U.S. imports of gold bullion totaled
$1.9 billion in the second quarter of 1986 (up $1.5 billion from imports
during the corresponding period of 1985) largely because of increased
speculative activity. U.S. imports of unwrought aluminum increased by $292
million, primarily reflecting a decline in U.S. smelting capacity and
increased shipments of relatively lower cost unwrought aluminum from
developing countries. The $139 million increase in imports of cut gemstones
during these corresponding periods is attributable basically to increases in
personal discretionary income that stimulated demand for these products. U.S.
imports of iron and steel mill products declined by $575 million to $1.9
billion largely reflecting the effects of the President’s program to limit
imports of certain steel mill products through voluntary restraint agreements.

In the machinery and equipment sector, U.S. imports of passenger
automobiles showed a significant increase, rising by 23 percent to $12.5
billion. Imports of office machines also showed a significant increase,
rising by 21 percent to $3.6 billion. Import declines included semiconductors
that decreased by 7 percent to $1.5 billion and radio receivers that decreased
by 16 percent to $434 million.

In the miscellaneous manufactures sector, U.S. imports of furniture rose
14 percent from $858 million to $982 million partly because of the close
proximity of Canada, the major foreign supplier, and considerably lower labor
and production costs in Taiwan, the second leading supplier. 1In addition,
U.S. imports of magnetic recording media continued to show significant growth,
increasing 40 percent from $246 million to $344 million owing to the
increasing popularity of recording devices. During the second quarter of
1986, Japan, the dominant supplier, accounted for 60 percent of total U.S.
imports of magnetic recording media.



ANALYSES OF TRADE SHIFTS, BY SECTORS






Agricultural Products 1/

During January-June 1986, the United States had a positive balance of
trade in agricultural products of $528 million compared with $3.0 billion
during the corresponding period of 1985, representing a decline of
82 percent. Imports of agricultural products increased by 6 percent, to
$13.4 billion in the first half of 1986, and exports fell by 10 percent to
$13.9 billion.

During the second quarter of 1986, the U.S. merchandise balance of trade
in the agricultural sector recorded a trade deficit of $524 million compared
with a favorable trade balance of $716 million in the corresponding period of
1985 (table 3, fig. 1). U.S. agricultural exports decreased from $6.8 billion
during the second quarter of 1985 to $6.2 billion in the corresponding period
of 1986. U.S. agricultural imports during these periods increased from
$6.1 billion to $6.7 billion.

The decline in U.S. exports of agricultural products in the second
quarter of 1986 compared with that in the corresponding period of 1985 was led
by a 50-percent decline in U.S. exports of grain, from $2.4 billion to
$1.2 billion. The decline in grain exports (mainly corn and wheat) was
primarily the result of worldwide bumper crops, creating additional world
supplies. Corn exports declined from $1.3 billion in the second quarter of
1985 to $0.4 billion during the corresponding period of 1986, and wheat
exports declined from $0.9 billion to $0.7 billion.

U.S. imports of agricultural products increased by 9 percent in the
second quarter of 1986 compared with that in the corresponding period of
1985. Imports of coffee increased from $0.8 billion to $1.3 billion, or by
52 percent. Most of the increase in the value of imports was the result of a
rise in the unit value of green coffee beans because of a smaller than average
harvest by Brazil brought on by an unusually long drought. Significant shifts
also occurred in imports of fresh, chilled, or frozen vegetables, and
shellfish.

On a country or regional basis, the major shifts in the agricultural
trade balance in the second quarter of 1986 involved a $479 million decrease
in the balance of trade with Mexico (which changed from a surplus of
$18 million to a deficit of $461 million); a $318 million drop in the trade
surplus with the nonmarket economy (NME) countries; a $182 million increase in
the trade deficit with Canada; and a $162 million drop in the positive balance
with the Organization of Petroleum Exporting Countries (OPEC). There were
positive shifts in the trade balance with the EC ($151 million) and Japan
($49 million).

1/ Included here are the commodities classified in schedule 1 of the Tariff
Schedules of the United States Annotated: Animal and vegetable products.
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The 10-percent decline in U.S. exports in the second quarter of 1986 was
partly because of a $312 million decrease in exports to NME's (from
$561 million to $248 million) and a $122 million decrease in exports to the
OPEC countries (from $637 million to $515 million). Marked shifts in trade
also included a $101 million decrease in exports to Mexico which was offset by
a $200 million increase to the EC.

The 9-percent increase in U.S. agricultural imports between the second
quarter of 1985 and the corresponding period of 1986 was due in large part to
a $378 million increase in imports from Mexico. Significant increases also
occurred in imports from Canada ($87 million), the EC countries ($49 million),
and OPEC ($41 million). Imports from Brazil, however, declined during the two
periods by $141 million.

Coffee

The value of U.S. imports of coffee increased from $843 million in the
second quarter of 1985 to $1.3 billion during the corresponding period of
1986. The increase was primarily a result of an unusually long drought in the
heart of Brazil'’s coffee producing region that resulted in a 1986 Brazilian
crop about one-half of its usual 4-billion-pound size. This short crop placed
upward pressure on green coffee bean prices and encouraged U.S. processors to
increase stocks of quality beans. Only a few nations other than Brazil grow
the quality beans most damaged by the drought. During the two periods, the
average unit value of imported green coffee beans increased by 32 percent, and
the quantity increased by 16 percent. Green beans made up 94 percent of the
U.S. coffee imports in 1985. Brazil is the world’'s leading coffee bean
producer and exporter, and supplied about 23 percent (by value) of U.S. coffee
bean imports in 1985.

William Lipovsky
724-0097

Oilseeds and animal and vegetable fats and oils.--During the second
quarter of 1986, U.S. exports of oilseeds rose by 20 percent (compared with
the second quarter of 1985) to $984 million, as the volume of U.S. soybeans
sold abroad increased sharply. U.S. exports of soybeans rose by 42 percent in
volume to nearly 10 billion pounds (166 million bushels) and by 25 percent in
value to $944 million in the second quarter of 1986. Abundant U.S. soybean
supplies, coupled with lower U.S. prices and drought-reduced Brazilin
supplies, boosted U.S. soybean exports. The export unit value of U.S.
soybeans declined by 12 percent to $5.67 per bushel in the second quarter of
1986, and this decline was magnified by the impact of the declining U.S.
dollar in the key markets of Japan and the EC.

John Reeder
724-1754



Grains

U.S. exports of grains continued their downward trend in the second
quarter of 1986 as a result of abundant foreign supplies in traditional and
nontraditional exporting countries, aggressive export programs by major
exporters, and prospects of increased output in some importing countries.
U.S. exports of grain declined by 50 percent to $1.2 billion in the second
quarter of 1986 compared with that in the corresponding period of 1985.
Decreased shipments to the U.S.S.R., the Republic of Korea (Korea), and Japan
accounted for over 50 percent of the decline between the two quarters.
Exports of corn (the principal export item) fell from 410 million bushels,
valued at $1.3 billion, in the second quarter of 1985 to 160 million bushels,
valued at $446 million, during the corresponding period of 1986. Wheat
exports declined from 209 million bushels, valued at $859 million, in the
second quarter of 1985 to 182 million bushels, valued at $663 million, during
the corresponding period of 1986.

Steve Burket
724-0088

Meat, except poultry meat

U.S. imports of meat, except poultry meat, declined from $601 million
during the second quarter of 1985 to $525 million during the corresponding
period of 1986, representing a decline of 13 percent. U.S. imports from New
Zealand, declined from $120 million to $64 million, representing a decline of
47 percent. Exports from New Zealand were disrupted by a dock workers' strike
that prevented the loading of ships. About 88 percent of New Zealand's
exports of meat, except poultry meat, consist of fresh, chilled, or frozen
beef and veal and 7 percent consist of fresh, chilled, or frozen lamb. U.S.
imports from Canada rose by 4 percent to $107 million in the second quarter of
1986. Much of the increase was the result of increased imports of fresh,
chilled, and frozen pork, which increased 10 percent in quantity and
17 percent in value, reaching 100 million pounds, valued at $70 million in
the second quarter of 1986.

David E. Ludwick
724-1763

Hides and skins

U.S. exports of hides and skins rose from $275 million during the second
quarter of 1985 to $340 million during the corresponding period of 1986.
Exports to Korea, the leading market, rose by $48 million (from $69 million to
$117 million). The Korean tanning industry has expanded its production, in
order to supply the Korean demand for leather for the production of leather
goods, especially sport shoes, for export to the United States and the EC. 1In
general, the rise in U.S. exports reflects strong world demand for leather and
reduced world supplies, resulting in high unit values. For example, although
the quantity of U.S. exports of cattle hides rose by 10 percent (from
6.7 million hides to 7.4 million), the value rose by 24 percent (from
$257 million to $319 million).

David E. Ludwick
724-1763



Tobacco

U.S. exports of tobacco and tobacco products increased by 35 percent in
value to $634 million in the second quarter of 1986 compared with that in the
corresponding period of 1985. The increase was primarily the result of
increased cigarette exports, which were up 66 percent to $305 million in the
second quarter of 1986 compared with that in the corresponding period of
1985. It is believed that the recent weakening of the value of the dollar and
a growing preference for U.S. cigarettes in Europe have contributed to the
increase.

William A. Lipovsky
724-0097

Live swine

U.S. imports of live swine, virtually all from Canada, declined from
322,000 animals, valued at $31 million, in the second quarter of 1985 to
97,000 animals, valued at $10 million, during the corresponding period of
1986. The reduced imports in the second quarter of 1986 reflect a number of
factors, including reduced swine inventories and production in Canada, and the
existence of a countervailing duty in effect in the United States. Also,
Canadian exports during the corresponding period of 1985 may have been higher
than they otherwise would have been as Canadian interests aggressively
marketed animals in anticipation of the final countervailing duty
determination and injury determination made in the third quarter of 1985.

David E. Ludwick
724-1763

Vegetables, fresh, chilled, or frozen

U.S. imports of fresh, chilled, or frozen vegetables rose from
736 million pounds, valued at $183 million, during April-June 1985 to
1.2 million pounds, valued at $381 million, in the corresponding period of
1986, representing an increase of 57 percent in quantity and 108 percent in
value. Virtually all of the rise in imports was accounted for by tomatoes,
cucumbers, peppers, squash, and eggplant from Mexico, by far the most
important supplier. Imports of tomatoes and peppers each increased 74 percent
(by quantity) to 524 million pounds ($213 million) and 113 million pounds ($40
million), respectively, between the two quarters, and imports of cucumbers,
squash, and eggplant rose 167, 201, and 199 percent to 168 million pounds ($32
million), 56 million pounds ($9 million), and 22 million pounds ($6 million),
respectively. The rise in imports resulted in an increasing share of
consumption accounted for by such imports, following increased consumer demand
for fresh salad vegetables and little increase in domestic production because
of a drop in acreage harvested and lower retail prices throughout the previous
(January-March) quarter. 8

Tim McCarty
724-1753



Shellfish

U.S. imports of shellfish increased from $493 million during the second
quarter of 1985 to $603 million during the corresponding period of 1986, or by
22 percent. Significant gains were recorded in imports of shrimp (up
31 percent), crabs (55 percent), scallops (30 percent), and lobsters
(4 percent). The major supplying countries from which U.S. shellfish imports
increased were Canada (up 44 percent), Mexico (95 percent), and Ecuador
(76 percent). Canada accounted for most of the increase in U.S. imports of
crabs, scallops, and lobsters, and Mexico and Ecuador provided most of the
rise in imports of shrimp. A continued strong U.S. demand for shellfish
fueled by favorable economic conditions and combined with generally flat
domestic shellfish landings contributed to the rise in U.S. shellfish imports
between the periods under review, as both the quantity and unit value of such
imports increased.

U.S. exports of shellfish also increased, from $41 million during the
second quarter of 1985 to $60 million during the corresponding period of 1986,
or by 46 percent. Most of this increase was accounted for by exports of
crabs, which increased from $21 million during the second quarter of 1985 to
$32 million during the corresponding period of 1986, representing an increase
of 48 percent. Most of the rise in crab exports was absorbed by Japan, which
is, by far, the principal foreign market for that product. There is
considerable Japanese investment in U.S. crab processing facilities,
particularly in Alaska; a large share of U.S. crab exports to Japan are
believed to be related to this investment. Also, the rising value of the yen
vis-a-vis the dollar is believed to have contributed to the rise in crab
exports to Japan.

Doug Newman
724-0087
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Forest Products 1/

The United States posted a trade deficit of $2.8 billion in forest
products in January-June 1986 compared with a deficit of $2.7 billion during
the corresponding period of 1985. Imports rose from $6.8 billion in the first
half of 1985 to $7.1 billion in the corresponding period of 1986, and exports
rose from $4.1 billion in the first half of 1985 to $4.3 billion in the
corresponding period of 1986.

The United States recorded a trade deficit of $1.5 billion in forest
products during the second quarter of 1986, or $116 million greater than the
deficit posted for the corresponding period of 1985. Imports of forest
products increased by 7 percent to $3.7 billion, and exports increased by
7 percent to $2.2 billion between the second quarter of 1985 and the
corresponding period of 1986 (table 6, fig. 2). An increase in the value of
softwood lumber imports from Canada was largely responsible for the increase
in the increased deficit.

In the second quarter of 1986, the United States recorded $3.7 billion of
imports of all forest products compared with $3.5 billion in the second
quarter of 1985. Imports of forest products from Canada increased by
4 percent to $2.6 billion in the second quarter of 1986, from $2.5 billion in
the corresponding period of 1985, primarily as a result of the aforementioned
increase in the value of imports of softwood lumber from Canada. U.S. imports
of forest products from the EC increased by 35 percent to $320 million during
the second quarter of 1986; they amounted to $237 million during the
corresponding period of 1985.

U.S. exports of forest products increased from $2.1 billion in the second
quarter of 1985 to $2.2 billion in the corresponding period of 1986. Japan,
the EC, Canada, and Mexico received about two-thirds of U.S. forest product
exports during both quarters. U.S. exports to Canada declined by 15 percent
to $335 million, exports to Japan increased by 18 percent to $507 million,
exports to the EC increased by 21 percent to $469 million, and exports to
Mexico increased by 11 percent to $153 million during the second quarter of
1986. The increase in exports was led by increased exports of softwood lumber
to Japan, which occurred largely as a result of the declining value of the
U.S. dollar versus the Japanese yen.

Despite an overall trade deficit during the second quarter of 1986, the
United States posted a trade surplus with most of its major trading partners,
with the exception of Canada, Brazil, Taiwan, and OPEC. The U.S. trade
deficit with Canada increased from $2.1 billion in the second quarter of 1985
to $2.3 billion in the corresponding period of 1986. The trade deficit with
Brazil rose from $43 million in the second quarter of 1985 to $57 million in
the corresponding period of 1986, and the deficit with Taiwan decreased by
30 percent to $36 million. During the second quarter of 1985, the United
States had a trade surplus of $22 million with OPEC, however, during the
corresponding period of 1986, the United States ran a deficit of $10 million.

1/ Included are all commodities classified in schedule 2 of the Tariff 3]
Schedules of the United States--Wood and wood products, pulp, paper,
paperboard, and printed matter.
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Wood and wood products 1/

The United States recorded a $791 million deficit in trade in wood and
wood products during the second quarter of 1986 compared with a $665 million
deficit posted in the corresponding period of 1985. Imports of wood and wood
products rose by 11 percent, from $1.4 billion in the second quarter of 1985
to $1.5 billion in the corresponding period of 1986, and exports increased by
4 percent to $719 million during the second quarter of 1986 (from $690 million
in the corresponding period of 1985).

U.S. imports of rough wood products 2/ rose by 17 percent to $104 million
in the second quarter of 1986. Over 96 percent of these imports were supplied
by Canada. Imports of softwood lumber 3/ increased by 1 percent, in terms of
quantity, to 4.0 billion board feet (virtually the same amount as that in the
corresponding period of 1985), and the value increased by 11 percent to
$851 million (from $767 million in the second quarter of 1985). The increased
unit value of such imports resulted from increased demand for housing during
the second quarter of 1986. Canada again supplied virtually all of these
imports. All other wood and wood products recorded increased imports from the
second quarter of 1985 to the corresponding period of 1986.

U.S. exports of wood and wood products increased from $690 million in the
second quarter of 1985 to $719 million in the corresponding quarter of 1986.
Increased exports of lumber, plywood and building boards, and miscellaneous
wood manufactures offset declines that occurred in exports of rough wood
products and millwork.

1/ Wood and wood products include pts. 1, 2, and 3, of schedule 2 of the
Tariff Schedules of the United States Annotated.

2/ On Feb. 26, 1986, the U.S. International Trade Commissioh issued its
determination in investigation No. TA-201-56, (Wood Shakes and Shingles) that
wood shakes and shingles are being imported into the United States in such
increased quantities as to be a substantial cause of serious injury, or threat
thereof, to the domestic industry. On Mar. 18, 1986, three Commissioners
recommended that a 35 percent tariff, over 5 years, be placed on imports of
western red cedar shakes and shingles, two Commissioners recommended trade
adjustment assistance, and one Commissioner recommended no relief. The
Commission submitted its findings to the President on Mar. 25, 1986. On

May 23, 1986, the President issued his decision to provide import relief
through the temporary imposition of a tariff on western red cedar wood shakes
and shingles. The Presidential proclamation provides for the imposition of a
35 percent duty on such articles from June 7, 1986, through Dec. 6, 1988, a

20 percent duty from Dec. 7, 1988, through Dec. 6, 1990, and an 8 percent duty
from Dec. 7, 1990, through June 6, 1991.

3/ On June 26, 1986, the Commission issued its preliminary determination in
investigation No. 701-TA-274 (Softwood Lumber from Canada), that there is a
reasonable indication that an industry in the United States is materially
injured by reason of allegedly subsidized imports of softwood lumber from
Canada. On July 3, the Commission forwarded its findings and determination to
the U.S. Department of Commerce. Commerce must make its preliminary
determination on countervailing duties by Oct. 16, 1986.
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Exports of lumber, plywood and building boards, and miscellaneous wood
manufactures, which combined represent one-half of all wood and wood products
exports, increased from $191 million, $50 million, and $44 million,
respectively, in the second quarter of 1985 to $245 million, §$68 million, and
$47 million, respectively, in the corresponding quarter of 1986. 1In the
second quarter of 1986, shipments to Japan accounted for 21 percent of these
exports (18 percent in the corresponding quarter of 1985), and those to Canada
accounted for an additional 17 percent (21 percent in the second quarter of
1985). Demand for building materials increased in most major export markets,
leading to increased sales to those countries.

U.S. exports of rough wood products declined by 11 percent in value to
$352 million in the second quarter of 1986 from $397 million in the
corresponding quarter of 1985. Exports of millwork declined by 20 percent,
from $8 million in the second quarter of 1985 to $7 million in the second
quarter of 1986.

Thomas Westcot
724-0095

Pulp, paper, paperboard, and printed material 1/

The United States recorded a §$727 million deficit of trade in pulp,
paper, paperboard, and printed material during the second quarter of 1986,
down from the $737 million deficit posted during the corresponding period of
1985. The tightening deficit was caused by an 8-percent increase in exports
that more than offset a 5-percent decline in imports between the second
quarter of 1985 and the corresponding period of 1986. During the second
quarter of 1985, the value of U.S. exports was approximately two-thirds that
of U.S. imports, about the same as during the second quarter of 1986.

U.S. imports of pulp, paper, paperboard, and printed matter increased
from $2.1 billion during the second quarter of 1985 to $2.2 billion during the
corresponding period of 1986, or by just under 5 percent. From the second
quarter of 1985 to the corresponding period of 1986, imports of industrial
papers increased by 18 percent, from $165 million to $195 million. Imports of
printed matter rose from $131 million to $186 million between the second
quarter of 1985 and the corresponding period of 1986, or by 42 percent.
Largely responsible for the increase were increased imports of postage stamps,
which increased in value from $3 million in the second quarter of 1985 to
$24 million in the corresponding period of 1986. About 82 percent of the
imports of postage stamps during the second quarter of 1986 were from the
United Kingdom. Imports of miscellaneous books reached $157 million in the
second quarter of 1986, up 29 percent from that in the corresponding period of
1985.

35

1/ Pulp, paper, paperboard, and printed material include pts. 4 and 5 of
schedule 2 of the Tariff Schedules of the United States.
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Between the second quarter of 1985 and the corresponding period of 1986,
imports of wood pulp (historically the second largest category of U.S. pulp,
paper, and paperboard imports) remained virtually unchanged in value, at
$379 million, but increased 4 percent in quantity, reaching just over
1.1 million short tons in the second quarter of 1986.

During 1986, the Commission conducted two concurrent investigations
concerning imports of certain paint filters and strainers from Brazil. 1/

U.S. exports of pulp, paper, paperboard, and printed matter increased by
8 percent, from $1.4 billion in the second quarter of 1985 to $1.5 billion in
the corresponding period of 1986. The increase in exports was the result of
the decline in the value of the dollar. Major shifts occurred in wood pulp
and industrial paperboard (primarily containerboard). Exports of wood pulp
increased from 1.0 million short tons, valued at $373 million, during the
second quarter of 1985 to 1.1 million short tons, valued at $426 million,
during the corresponding period of 1985. Exports of paperboard, which consist
primarily of containerboard and corrugating medium, increased from
681,000 tons, valued at $251 million, in the second quarter of 1985, to
852,000 tons, valued at $297 million, during the corresponding period of 1986.

Thomas Westcot
724-0095

1/ On Aug. 25, 1986, the Commission determined (investigations Nos. 701-TA-280
(preliminary) and 731-TA-337 (preliminary)) that there is a reasonable
indication that an industry in the United States is materially injured by
reason of imports of certain paint filters and strainers from Brazil, which
are allegedly being subsidized and sold at less than fair value in the United
States.
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