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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 which 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,
although 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. ‘



ii

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/ 1In 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 MTN

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, Third Quarter 1935

The U.S. merchandise trade deficit rose to a level of $98.7 billion for
the first three quarters of 1985, continuing its climb to a record level for
the year. 1In 1984, the deficit stood at $86.5 billion for the first 9 months
of the year., 1In the third quarter (July-September) of 1985, the U.S.
merchandise trade deficit was $35.6 billion, only 4 percent greater than the
$34.1 billion deficit during the corresponding period of 1984 (table 1). On a
sector basis, merchandise trade deficits were experienced in the third quarter
of 1985 for petroleum, natural gas, and related products ($11.3 billion),
machinery and equipment ($10.4 billion), minerals and metals ($6.2 billion),
textiles and apparel ($4.4 billion), miscellaneous manufactures ($2.9
billion), footwear ($1.6 billion), and forest products ($1.5 billion). Trade
surpluses continued for chemicals and related products ($2.7 billion) and
agricultural, animal, and vegetable products ($0.6 billion). The most
significant declines in trade position occurred in the machinery and equipment
sector and the agricultural sector.

The most significant shifts in net trade balance on a country basis
(table 2) occurred in trade with Japan and the Furopean Community (EC). The
U.S. net trade position declined by $1.5 billion with Japan and by $1.1
billion with the EC with U.S. imports increasing most significantly in the
machinery and equipment sector.

The continuing U.S. trade deficit is attributed in large part to
continuing high prices for U.S. relative to foreign goods resulting from the
high value of the U.S. dollar, O0Other factors such as international price
competitiveness, technological advances by other supplying countries,
impediments to market access, and supply constraints are simultaneously
affecting the competitiveness of U.,S. goods and trade levels. The
International Monetary Fund's weighted-average foreign currency value of the
U.S. dollar was down 5.2 percent from that in the second quarter of 1985; and
was roughly equal to that in the third quarter of 1984. A more aggressive
U.S. policy against the overvalued dollar appears to be having an influence on
the value of the dollar:; however, it is generally believed that there is a
delay of 6 to 12 months or more between a move in the dollar and a move in the
trade deficit. The value of the U.S. dollar relative to other major
currencies is shown in the following tabulation (in average currency units per
U.S. dollar):

Currency : Third quarter : Third quarter : Percentage

; 1984 : 1985 : change

! mmmm——— Per U,S. dollar----—=-- H Percent
Yen (Japan)----—-meemem— - : 243,46 238,64 -2
Pound (United Kingdom)-—=--=-- : 7710 7274 ¢ -6
Franc {(France)-——--=--e=eee-—m : 8.9602 : 8.6868 : -3
Dollar (Canada)~--====emem==a- : 1.3139 : 1.3600 : 4
Lira (Italy)-=-e—ecee-- —————— : . 1,799.49 : 1,895.62 : 5
Deutsche mark (West Germany)——' 2.9189 : 2.8490 : -2

.
.
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U.S. export developments

U.S. exports decreased by 5.8 percent to $48.8 billion in the third
quarter of 1985 compared with that in the third quarter of 1984. Major
changes in the value of U.S. exports occurred in a number of specific
commodity areas within the major industrial sectors.

In the third quarter of 1985, exports in the agricultural sector fell by
25 percent to $6.4 billion (compared with the corresponding period of 1984).
U.S. exports of grain led the decline, falling by 51 percent to $1.9 billion
in the third quarter of 1985. There was also a decline in exports of oilseeds
(mainly soybeans) from $730 million to $493 million, or by 32 percent. Other
major declines were registered in exports of milled grain products from $275
million to $212 million, or by 23 percent, and in exports of animal and
vegetable oils, fats, and greases (from $441 million to $346 million, or by 22
percent). The strong U.S. dollar, ample world supplies, and domestic prices
exceeding those of alternative foreign suppliers played a role in the
worsening U.S. agricultural export trade.

In the textile (including fibers), apparel, and footwear sector, U.S.
exports decreased from approximately $1.5 billion during the third quarter of
1984 to nearly $1.3 billion during the corresponding quarter of 1985, or by
about 13 percent, The bulk of the decrease occurred in exports of raw fibers
(largely raw cotton), down $221 million, or by about 35 percent. The single
largest decrease in fiber exports took place in shipments to Japan, down $62
million, virtually all of which consisted of raw cotton.

In the energy and chemicals sector, exports of petroleum products
increased to $876 million during the third quarter of 1985, from $784 million
during the third quarter of 1984, The principal markets for these exports
were the Netherlands, Japan, and Singapore. U.S. exports of fertilizers
decreased from $781 million for the third quarter of 1984 to $638 million for
the third quarter of 1985. Decreased exports to the People's Republic of
China (China), Japan, and Belgium accounted for the change.

In the minerals and metals sector, U.S. exports of precious metals
totaled $418 million during the third quarter of 1985, representing a
reduction of $443 million compared with the value of exports during the third
quarter of 1984, The declining prices of gold, silver, and platinum were
largely responsible for this trade shift.

In the machinery and equipment sector, U.,S. exports of aircraft were
valued at $2.9 billion in the third quarter of 1985, representing a %45-percent
increase over exports in the third quarter of 1984, Exports of passenger
automohiles were strong during the period, increasing by 33 percent to $1.26
billion. Exports of nonpiston-type aircraft engines were also strong,
increasing by 18 percent to 4733 million. 1In comtrast, U.S. exports of office
machines declined during the period, decreasing by 7 percent to $3.4 billion.

viii
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7.S. import developments

U.S. imports decreased by 1.8 percent to $84.4 billion in the third
quarter of 1985 compared with $85.9 billion in the third quarter of 1984,
There were major changes in the third quarter of 1985 in the value of U.S.
imports for specific commodity groups in the various sectors.

In the agricultural sector, imports declined by 3 percent, or from $6
billion in the third quarter of 1984 to $5.8 billion in the third quarter of
1935. Imports of coffee decreased from $967 million to $863 million; sugar
declined from $239 million to $150 million; fruit juice dropped from $220
million to $189 million; and live animals (except birds and poultry) declined
from $156 million to $109 million.

In the textile (including fibers), apparel, and footwear sector, U.S.
imports of apparel increased by a little over 2 percent, from approximately
$4.2 billion during the third quarter of 1984 to $4.3 billion during the
corresponding quarter of 1985. Virtually all of the increase was accounted
for by apparel shipments from Italy, the United Kingdom, and China. The
single largest import increase in an apparel category was reported in
sweaters, up $95 million during the third quarter of 1985 compared with the
corresponding period of 1984. U.S. imports of footwear, increased by $64
million from the third quarter of 1984 to $1.7 billion during the
corresponding period of 1985. The entire increase took place in nonrubber
footwear that rose from about $1.5 billion during July-September 1984 to
nearly $1.6 billion during the corresponding period of 1985, and which
accounted for approximately 94 percent of the total value of U.S. footwear
imports. Taiwan, the Repuhblic of Korea, Italy, and Brazil, which were the
primary sources of nonrubber footwear accounted for more than 80 percent of
the quantity and value during the third quarter of both 1984 and 1985.

In the energy and chemicals sector, imports of petroleum products
decreased by 19 percent to $11.5 billion compared with the first 9 months of
1984, The slowdown in the domestic economy during the second and third
quarters of 1985 was given as the principal cause. Imports of potassic
fertilizers decreased by about 43 percent from $166 million for the third
quarter of 1984 to $95 million for the third quarter of 1985,

In the minerals and metals sector, the most significant shift in imports
during the third quarter of 1985 resulted from a $522 million decline in
imports of iron and steel mill products that is believed to reflect the
preliminary effects of the voluntary restraint agreements implemented during
1985 under the President's program for the steel industry, as well as a
decline in demand for products used in oil and gas drilling.

In the machinery and equipment sector, 1.S. imports of passenger
automohiles, principally from Japan, rose by 25 percent, reaching $9.0
billion. Imports of tape players, tape recorders, and dictation machines
increased by 19 percent to $1.9 billion. Video cassette recorders (VCR's)
accounted for 60 percent of these imports during the period. Imports of
semiconductors showed a significant decline, decreasing by %43 percent to $1.3
billion. Semiconductor imports from Japan declined by 58 percent. Tmports of
office machines also showed a decline, decreasing by 7 perceat to $3.4 billion.

1X



In the miscellaneous manufactures sector, the strong domestic market for
furniture caused U.S. imports to rise in value 26 percent from $643 million in
the third quarter of 1984 to $811 million in the corresponding period of 1985
as many countries looked to the United States as a major growth market for
their exports. The availability of competitively priced foreign-produced
scientific instruments also accounted for a 13-percent rise in such imports
from $518 million to $583 million. 1In addition, the popularity of video and
audio recording devices was responsible for a 57-percent growth in imports of
phonograph records, related sound recordings, and blank magnetic recording
media from $243 million to $382 million.



ANALYSES OF TRADE SHIFTS, BY SECTORS






Agricultural, Animal, and Vegetable Products 1/

For the first three quarters of 1985, the United States had a favorable
merchandise trade balance of $3.6 billion in agricultural products (including
animal and vegetable products). However, this was 65 percent below the
$10.1 billion surplus registered during the corresponding period of 1984.
Imports of agricultural products increased to $18.3 billion during the first
three quarters of 1985, or 5 percent above the level for the corresponding
period of 1984. Exports declined by 21 percent to $21.9 billion during the
first 9 months of 1985.

The U.S. trade balance in agricultural products in the third quarter of
1985 declined by 75 percent, falling to a surplus of only $0.6 billion from
$2.6 billion in the third quarter of 1984 (table 3, fig. 1). Total U.S.
agricultural exports declined from $8.5 billion in the third quarter of 1984
to $6.4 billion in the corresponding period of 1985, or by 25 percent. During
the same period, total agricultural imports declined by 3 percent, from
$6.0 billion to $5.8 billion.

The decline in total U.S. agricultural exports between the third quarter
of 1984 and the corresponding period of 1985 was led by a Sl-percent decline
in the value of grain exports, from $3.8 billion to $1.9 billion. The decline
in grain exports (mainly wheat and corn) was primarily the result of
worldwide bumper crops and, thus, ample world supplies, and a strong U.S.
dollar. Wheat exports declined from $2.1 billion in the third quarter of 1984
to $0.8 billion in the corresponding period of 1985, and corn exports dropped
from $1.4 billion to $0.8 billion. Significant declines also occurred in
exports of oilseeds (mainly soybeans), milled grain products, and animal and
vegetable oils, fats, and greases.

U.S. agricultural imports decreased by 3 percent between the third
quarter of 1984 and the corresponding period of 1985. Imports of coffee,
coffee substitutes, tea, and mate' declined by 11 percent, from $967 million
in the third quarter of 1984 to $863 million in the third quarter of 1985.
Most of the decline in the value of imports was the result of a drop in the
unit value of green coffee beans because of large harvests by Brazil and other
major producers. Sugar imports declined by 38 percent to $150 million in the
third quarter of 1985 mainly because of sugar-quota reductions. Imports of
live animals (except birds and poultry) declined from $156 million in the
third quarter of 1984 to $109 million in the corresponding period of 1985, or
by 31 percent. A significant decrease also occurred in the quantity and value
of imports of cheese. A decrease of 11 percent in the value of imports of
animal and vegetable oils, fats, and greases was registered; however, the
quantity of such imports rose by 39 percent. Abundant supplies of coconut and
palm oils by Indonesia and Malaysia contributed to price declines.

Significant increases occurred in imports of fresh fruits, nuts, and distilled
spirits.

1/ Included here are the commodities classified in schedule 1 of the Tariff
Schedules of the United States: Animal and vegetable products.
3
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On a country or regional basis, the U.S. agricultural balance of trade
between the third quarter of 1984 and the corresponding period of 1985
declined for almost every major trading partner with the exception of Brazil
and Hong Kong. The major shifts in the agricultural trade balance between the
third quarter of 1984 and the third quarter of 1985 involved a $708 million
drop in the surplus with the nonmarket economy (NME) countries; a $213 million
drop in the surplus with the OPEC countries; a $168 million drop in the
balance of trade with Mexico (which went from a surplus of $101 million to a
deficit of $67 million); a $143 million drop in the surplus with Japan; and a
$121 million drop in the balance of trade with the EC (which went from a
surplus of $72 million to a deficit of $49 million).

The 25-percent decline in U.S. agricultural exports between the third
quarter 1984 and the corresponding period of 1985 reflected principally a
$710 million drop in exports to the NME's. The decline in exports to the
NME's consisted mainly of reduced wheat exports to the Soviet Union and
China. Such exports declined from $682 million in the third quarter of 1984
to $46 million in the third quarter of 1985. Other trade shifts involved
reduced exports to OPEC (which dropped $181 million), Mexico ($149 million),
Japan ($130 million) and the EC ($107 million).

The 3-percent decline in U.S. agricultural imports between the third
quarter of 1984 and the corresponding quarter of 1985 was due in large part to
a $78 million decrease in imports from Brazil and a $27 million drop in
entries from Mexico. These two trading partners accounted for over 50 percent
of the shift in imports between the two quarters.

Oilseeds and animal and vegetable fats and oils

U.S. exports of oilseeds and animal fats and vegetable oils continued
their downward spiral in the third quarter of 1985, as weak foreign markets,
abundant foreign supplies, and the strong dollar weakened U.S. exports. U.S.
exports of oilseeds, consisting mainly of soybeans, declined by 32 percent to
$0.5 billion in the third quarter of 1985, compared with the third quarter of
1984, Exports of soybeans fell in the third quarter of 1985 by 13 percent in
volume to 4.6 billion pounds (77 million bushels), and by 34 percent in value
to $457 million. The export unit value of soybeans declined by 24 percent,
from $7.76 per bushel in the third quarter of 1984 to $5.92 per bushel in the
third quarter of 1985. Animal and vegetable o0ils exports meanwhile fell by
16 percent (in terms of volume) to 1.3 billion pounds, and by 22 percent (by
value) to $346 million in the third quarter of 1985. Tight domestic supplies
reduced export availability, and domestic prices exceeded those of alternative
foreign products. These factors, exacerbated by the strong dollar,
constrained U.S. exports of vegetable oils and oilseeds. Although U.S. prices
of these products weakened in the third quarter, foreign markets turned to
other suppliers, notably Argentina, Brazil, and Malaysia. U.S. imports of
vegetable oils, mainly coconut and palm oils, rose by 39 percent, on a volume



basis, to 546 million pounds, but declined by 11 percent (by value) to
$159 million as Indonesian and Malaysian supplies of coconut and palm oils
became more abundant and their prices declined. 1/

John Reeder
724-1754

Shellfish

U.S. imports of shellfish increased from 147 million pounds, valued at
$503 million, during the third quarter of 1984 to 164 million pounds, valued
at $518 million, during the corresponding period of 1985. This represents an
increase of 11 percent in terms of quantity and 3 percent in terms of value.
Most of the increase was accounted for by imports of scallops, which rose from
7 million pounds, valued at $30 million, during the third quarter of 1984 to
13 million pounds, valued at $46 million, during the corresponding period of
1985, or by 92 percent (by quantity) and 50 percent (by value). The increase
was caused mainly by reduced domestic supplies due to depressed landings of
sea scallops. Increases were registered between the third quarter of 1984 and
the corresponding quarter of 1985 for most other shellfish items, except for
shrimp. U.S. imports of shrimp, the major shellfish import item, declined
slightly from 83.5 million pounds, valued at $290 million, during the third
quarter of 1984 to 83.1 million pounds, valued at $257 million, during the
corresponding period of 1985, or by 0.5 percent in terms of quantity and
12 percent in terms of value. The decline in the value of imports was the
result of a shift to lower valued imports caused by a drop in shrimp
production in Mexico and Ecuador (the principal foreign suppliers). A
continuing strong U.S. dollar, and increased U.S. shrimp landings in 1985
relative to 1984, also contributed to lower U.S. market prices for shrimp in
1985.

U.S. shellfish exports remained relatively constant between the periods
under review, rising slightly from 11 million pounds, valued at $26 million,
during the third quarter of 1984 to 12 million pounds, valued at $27 million,
during the corresponding period of 198S.

Douglas Newman
724-0087

Cattle

U.S. imports of live cattle declined from 140,000 animals, valued at
$71 million, during the third quarter of 1984 to 99,000 animals, valued at
$40 million, during the third quarter of 1985. Imports from Canada dropped
from 114,000 animals, valued at $66 million, in the third quarter of 1984 to
45,000 animals, valued at $26 million, in the corresponding period of 1985,
more than offsetting an increase in imports from Mexico, the only other

1/ On Aug. 16, 1985, the Commission initiated its final investigations No.
731-TA-236 and 237, Certain Castor 0il Products From Brazil to determine
whether an industry in the United States is materially injured, or is
threatened with material injury by reason of imports of certain hydrogenated
castor oil from Brazil being sold in the United States at less than fair value.



significant supplier of U.S. imports of live cattle. U.S. imports of live
cattle from Canada were higher in the third quarter of 1984, reflecting a
drought in the prairie Provinces of Canada that led to pasture shortages and
the selloff of animals. Also, the Canadian livestock slaughtering industry
experienced worker strikes and plant closings during the third quarter of 1984
that reduced Canadian slaughter capacity and encouraged exports of Canadian
animals to the United States for slaughter. Additionally, several

States in the United States had imposed restrictions during 1985 with respect
to live animals from Canada because of a dispute involving chloramphenicol, a
therapeutic drug that had been authorized for use in Canada but prohibited
from use in the United States.

David E. Ludwick
724-1763

Swine

U.S. imports of live swine, all from Canada, declined from 348,000
animals, valued at $44 million, during the third quarter of 1984 to 222,000
animals, valued at $22 million, during the corresponding period of 1985,
representing a decline of 36 percent in terms of quantity but 50 percent in
terms of value, as unit values declined from $127 per animal to $99 per
animal. 1/ The decline in unit values was consistent with a decline in unit
values of swine in the United States during the corresponding periods. As with
cattle and certain other animals, several States in the United States had
issued regulations with respect to chloramphenicol that reportedly discouraged
U.S. imports of live animals, including swine, from Canada during the third
quarter of 1985. ’

David E. Ludwick
724-1763

Coffee, coffee substitutes, tea, and mate'

During the third quarter of 1985, U.S. imports of coffee, coffee
substitutes, tea, and mate' amounted to $863 million, down from $967 million
in the corresponding quarter of 1984. Most of the decline in the value of
imports was the result of a decline (about 8 percent) in the unit value of
green (raw) coffee bean imports. 1In 1985, major world producers (especially
Brazil, which is the world's largest coffee producer) experienced large

1/ On July 31, 1985, the U.S. International Trade Commission issued its
final determination in investigation No. 701-TA-224, Live Swine and Pork From
Canada. The Commission determined that an industry in the United States is
materially injured by reason of imports from Canada of live swine and that an
industry in the United States is not materially injured or threatened with
material injury, and that the establishment of an industry in the United
States is not materially retarded, by reason of imports from Canada of fresh,

chilled, or frozen pork. g



harvests, resulting in a downward pressure on prices. In addition, the
quantity of green coffee imported by the United States in the third quarter of

1985 was about 3 percent less than that imported in the corresponding quarter
of 1984.

William A. Lipovsky
724-0097

Nuts

U.S. exports of edible nuts increased from $136 million in the third
quarter of 1984 to $187 million in the corresponding period of 1985, or by
38 percent. Exports of almonds (up $32 million) accounted for most of the
rise. Exports of almonds increased to all of the major U.S. markets with the
most significant growth being in the U.S.S.R. and West German markets.
However, exports of walnuts and peanuts also increased between the two
periods. The gain in exports resulted from increased domestic supplies and
competitive U.S. prices.

Steve Burket
724-0088

Fish, fresh or frozen

U.S. exports of fresh or frozen fish in the third quarter of 1985 surged
ahead of third quarter 1984 exports, reaching $520 million during
July-September 1985 compared with $360 million in the corresponding quarter of
1984. This represents an increase of 44 percent and indicates a reversal of
the downward trend that has plagued U.S. fresh/frozen fish exporters in recent
years. Of particular importance to U.S. exports is salmon, which accounted
for 70 percent of the value of total exports in the period under review.
Salmon exports increased from 169 million pounds, valued at $248 million,
during the third quarter of 1984 to 225 million pounds, valued at
$366 million, during the corresponding period of 1985, representing increases
of 34 and 48 percent in terms of quantity and value, respectively. Virtually
all of this increase in salmon exports was accounted for by exports to Japan,
which were aided by a strengthening yen. 1In addition, relatively weak markets
in Western Europe have caused U.S. salmon exporters to expand their shipments
to the Japanese market.

Roger L. Corey, Jr.
724-1759

Grains

U.S. exports of grains continued their downward trend in the third
quarter of 1985, as the result of the strong dollar and abundant foreign
supplies. U.S. exports of all grains declined by 51 percent to $1.9 billion,
comparad with the third quarter of 1984. Third quarter 1985 corn
exports--accounting for 31 percent of the decline in grains exports--fell by

9
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43 percent to $792 million, compared with the corresponding period of 1984.
Third quarter 1985 wheat exports--accounting for 66 percent of the decline in
grains exports--fell by 60 percent to $844 million, compared with the third
quarter of 1984. Bumper crops worldwide, and a global excess supply of wheat,
as well as more nations opting for a policy of greater agricultural
independence, combined with the strong U.S. dollar (which places U.S. exports
at a price disadvantage relative to other suppliers) to reduce U.S. grains
exports. World wheat import demand is presently at its lowest level in over a
decade.

John Pierre-Benoist
124-0074

Milled rice

U.S. exports of milled rice declined by 31 percent to $146 million in the
third quarter of 1985, compared with $213 million in the corresponding period
of 1984, U.S. exports of milled rice have been declining steadily over the
last several years, owing in part to competition from the leading world rice
exporter Thailand. 1Its share of world rice exports in 1984 amounted to
34 percent, and the U.S. share was 16 percent. Falling import demand
depressed global rice