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CHINA WAIVERS ON CURRENCY REVALUATION

Chinese officials are chafing under the growing international pressure to raise the value of their
currency, the renminbi (RMB), and are saying they won’t act on the exchange rate as long as
there is speculation about the change.  “To be honest, the more speculations are made in
society (about RMB), the less chance we will take the measure (to change RMB),” Chinese
Premier Wen Jiabao told reporters in Vientiane, Laos, Nov. 28, according to a release by the
Chinese Foreign Ministry (see story below).

In addition to concerns about speculation in the RMB, Wen said the decision to
revalue the currency will depend on China being able to maintain a stable macro-
economic environment and financial system and a “reasonable and balanced” level
for the RMB, as well as the impact of the change on Asian region and the world.

“China is a responsible country,” Wen said. “In financial crisis in 1997, we kept the stability of
the RMB and made due contributions,” he noted.  For months, Chinese officials have hinted
that Beijing intends to adjust the RMB, but they have never said how, how much or when.     

DOLLAR STILL NEEDS TO FALL 15 %  M ORE,  ECONOM ISTS CONTEND

As the U.S. dollar reaches new lows against the euro, a group of economists claims the dollar
has declined only half as far as it needs to go and has to fall another 15% to bring the U.S.
current account balance back to a sustainable level.  In addition to the euro, most of the
dollar’s decline has been against the currencies of Australia, Canada, Switzerland and the
United Kingdom.   The additional decline must come from Asian currencies, especially the
Chinese renmimbi, asserted economists at the Institute for International Economics (IIE) at a
Nov. 30 conference unveiling their new report, “Dollar Adjustment: How Far? Against What?”

“In short, the correction of the dollar seems to have gone half way to the ultimate
equilibrium that seemed from our conferences and analyses as being essential,”
said IIE Director Fred Bergsten.  

Beyond exchange rate adjustments, reducing the current account deficit, which is a combination
of the trade deficit and net investment income, will require changes in U.S. fiscal policies,
namely the budget deficit, and an increase in domestic demand in countries now running current
account surpluses, he noted.  So far, the exchange rate adjustment of the dollar has been
“extremely lopsided,” Bergsten said, with most of the decline coming against the euro and other
currencies in Canada and Chile.  He said the second leg of the decline must come against Asian
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currencies that are held down by government intervention.  The Chinese renminbi in particular
needs to appreciate 15-20%.  This change should come from an adjustment of the peg of the
RMB against the dollar; not by allowing the currency to float.  The Chinese “should reject the
proposals that they have been presented by the U.S. government, by the International Monetary
Fund and the G-7” to float the RMB, Bergsten said.  “That is neither feasible or desirable,” he
argued.  “Instead, China should show its independence by taking a different tack, simply re-
valuing its exchange rate on a one-shot basis; 20-25% is our calculation,” he declared.

U.S. exports have benefitted from the decline of the dollar since its peak in 2002.  The so-
called J-Curve effect of exchange rates on trade, which causes exports to decline and then
increase after devaluations, can take up to three years to be seen, said IIE Senior Fellow John
Williamson.  It has only been two and a half years since the decline began.  Since the J-Curve
is actually a series of continuing curves, the 5% depreciation of the dollar in the last three
months probably will be reflected in export growth over the next three years, he explained.

WTO APPELLATE BODY ISSUES SPLIT OPINION ON “SUNSET” PROCEDURES

The World Trade Organization’s (WTO) Appellate Body Nov. 29 sided with the U.S. for a
change, reversing a key portion of a dispute-settlement panel’s ruling against the way Com-
merce applies a Uruguay Round agreement requiring countries to reconfirm antidumping and
countervailing duty findings every five years.  The Appellate Body said the panel “did not
make an objective assessment” when it found ITA’s Sunset Policy Bulletin (SPB) didn’t comply
with WTO rules on determining the likelihood of continuation or recurrence of dumping.

The Appellate Body upheld other portions of the panel’s ruling on the sunset
review of oil country tubular goods (OCTG) from Argentina (see WTTL, July 19,
page 4).  It agreed that Commerce regulations are inconsistent with WTO rules in
their treatment of respondents who file incomplete submissions in sunset cases.

APPAREL IM PORTERS SUE TO BLOCK CITA ACTION ON SAFEGUARDS

U.S. apparel importers Dec. 1 asked the Court of International Trade (CIT) to issue a prelim-
inary injunction to prevent the Committee on Implementation of Textile Agreements (CITA)
from acting on textile industry petitions to impose safeguard restraints on a range of imports
from China.  The suit by the U.S. Association of Importers of Textiles and Apparel (USA-ITA)
claims CITA’s acceptance of the petitions based on allegations of a threatened surge of imports
after global quotas end Dec. 31 violates CITA’s own regulations.  

The complaint also challenges the committee’s fundamental legal authority, as
well as its failure to comply with the Administrative Procedure Act (APA) (see
WTTL, Nov. 29, page 4).  Although past lawsuits against CITA and critical
congressional reports have failed to change the committee’s practices or to lift the
secrecy that has veiled its operations, USA-ITA contends the implementation of
the China safeguard rules presents a new and challengeable legal framework.  

Unlike the textile agreements under the Multifiber Arrangement, the rules on Chinese imports
are not part of a textile agreement.  “Although the [China] WTO Accession Agreement, which
provided for textile-specific safeguard relief, was and is not a textile agreement, CITA has
asserted responsibility for supervising and implementing the textile-specific safeguard, includ-
ing the right to self-initiate a review and to conduct consultations with the government of the
People’s Republic of China following a determination to establish a safeguard,” the suit notes.  

While Congress gave the International Trade Commission (ITC) the job of reviewing product-
specific safeguard actions against Chinese imports, it was silent on how the textile rules would
be administered.  In the absence of specific authority from Congress, “there is no legal basis
for CITA to carry out or implement the textile-specific safeguard,” the suit asserts.  USA-ITA 
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also complains about CITA’s claim that it is exempt from APA requirements because it
qualifies for a “foreign affairs exemption.”  The suit points out that the ITC followed APA
rules when it published implementing regulations for its safeguard procedures and also abides
by Freedom of Information Act (FOIA) requirements to disclose petitions when they are filed.  

The group claims CITA is not following its own regulation in accepting petitions
based on threat of market disruption because the rules don’t mention threat.  In
addition, the rules require the submission of data that show imports increasing
rapidly in absolute terms.  Threat petitions are “based on the perceived threat of
market disruption and more specifically on the largely speculative threat that the
volume of imports will surge when quotas are lifted,” the association argues.

USA-ITA asks the CIT to enjoin CITA from proceeding with its review of petitions based on
threat, from maintaining current restrictions on cotton socks, and from violating the APA and
FOIA.  It also prays for it to declare that “CITA’s administration of the China Textile Safe-
guard regulations does not touch upon foreign affairs and such process is a simple trade remedy
available to domestic industries that has no current claim to the foreign affairs exemption.”

Separately, associations representing textile manufacturers have asked CITA to reapply expiring
safeguard restrictions on bras, dressing gowns and knit fabric.  The American Manufacturing
Trade Action Committee also issued a statement critical of the USA-ITA suit.  “AMTAC notes
that a simple reading of the [WTO] Working Party Report that facilitated China’s accession
into the WTO allows countries to implement safeguards on the basis of threat,” it said.

REPORTS SEE GLOBAL TRADE GROWING BUT AT SLOWER PACE

World trade over the next two years won’t be as strong as it was in 2004, according to fore-
casts from the World Bank and Organization for Economic Cooperation and Development
(OECD).  OECD sees U.S. GDP growth slipping from 4.4% in 2004 to 3.3% in 2005 and 3.6%
in 2006.  Growth in euro-zone nations will edge up slight to 1.9% next year from 1.8% this
year and to 2.5% in 2006, OECD predicts.  Japan’s expansion will slip from 4.0% in 2004 to
2.1% and 2.3% in next two years.  After strong 6.1% growth in the developing world in 2004,
those countries will experience a slightly slower expansion of 5.4% in 2005 and 5.1% in 2006,
the World Bank reported.  East Asia, with expected 7.1% growth in 2005, and South Asia, with
6.3% growth forecast, are main factors in developing world prospects, Bank explains.

NAFTA PANEL SENDS LUM BER CVD BACK TO ITA AGAIN

“Honey, I’ve shrunk the CVD!” may become the title of the next International Trade Admini-
stration (ITA) determination in the countervailing duty case against softwood lumber from
Canada.  A NAFTA binational panel issued a third remand ruling Dec. 1 ordering the agency to
recalculate its subsidy margin.  Based on previous panel decisions, ITA has already reduced the
CVD margin from its original level of 19.34% to 13.23% and then to 7.82%.  If ITA fully
complies with the latest order, the margin is expected to fall further.

After ITA issued its second remand determination in the case on July 30, 2004,
Canada challenged the order claiming the agency didn’t fully address all the
problems the panel identified in its second opinion in the case.  The panel agreed.

In the newest ruling, the NAFTA panel listed 12 specific changes ITA must make in its CVD
calculation to meet the panel’s objections.  Looking at agency subsidy calculations on a 
province-by-province basis, the panel directed ITA — among other changes – to adjust imputed
profits for log sellers and log volume in Quebec, to include balsam fir and larch in the Ontario
benchmark, recalculate British Colombia’s benchmark based on separate market conditions on
the coast and in the interior of the province, and eliminate import data in surrogate bench-
marks for Saskatchewan and Manitoba.  The Coalition for Fair Lumber Imports said, “The panel 
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has, without justification, directed the Commerce Department to change its subsidy calculations
from the 2002 finding in ways that will result in a gross understatement of the subsidies.”  But
the Coalition also saw some positives in the ruling.  “The panel decision is yet another confir-
mation that Canadian lumber is subsidized,” stated Coalition Chairman W.J. “Rusty” Wood.

*  *  *  BRIEFS *  *  *

LIB Y A : Inc luded  in  omnibus  appropr ia tions  b i l l  Co ngress  adop ted  du r ing  lame-duck  se ss ion  N ov .  20  was
p ro v is ion  giv ing  p re sid en t  au tho ri ty  to  l if t  b an  on  E xp o rt-Im p o rt  B ank  f inanc ing  o f  U .S .  exp o rts  to  L ibya .  
“E xp and ing  U .S .  business  o p p o rtun i t ie s  ab ro ad ,  inc lud ing  in  co untr ies  such  as  L ibya ,  p ro v ides  the  pa th to
eco no m ic  gro wth fo r  A m erica ,”  co m m ented  B il l  R e insch ,  p re sid en t  o f  N a t iona l  Fo re ign  T rad e  C o unc i l .

E X P O R T  E N F O R C E M E N T : B IS  in  D e c.  1  F ed e ra l R e gis te r  im p o se d  1 0 -ye ar  d en ia l o f exp o r t  p r iv i le ge s o n
T echno logy O pt ions  ( Ind ia )  P v t. ,  L td . ,  and  i ts  managing d irec to r ,  Sh iv ram R ao ,  fo r  effo r t  to  expor t the rma l
m echanica l  tes t  sys tem  and  un iversa l  te s ting  m achine  to  Ind ira  G hand i C entre  fo r  Atom ic  R esearch  witho ut
ap p ro ved  l icense  while  cen te r  was o n  B IS  E nt i ty  L is t .

ST A T E  SA N C T IO N S: Fo ur  C hinese  and  one  N o r th  K o rea n ent i t ies  ha ve  bee n b arre d  fro m  do ing  bus iness
with U .S .  go vernm ent  o r  o b ta ining  exp o rt  l icenses  b ecause  o f  the ir  sa le  to  I ra n  o f  item s sub jec t  to  co n tro ls
fo r  p o ten t ia l  use  in  weap o ns o f  mass  d estruc t ion ,  S ta te  anno unced  in  D ec .  1  Fed era l  Regis ter .   Iden t i fied  in
announcemen t a re  L iaon ing J iayi  M e ta ls  and  M ine ra ls ,  Q .C .  Chen , W ha  C heong T a i Co mp any,  Shangha i
T r ip le  In te rna tio na l,  and  C h anggw ang S inyo ng  C o rp .

INTERAERO: As part of previous plea agreement, Interaero was sentenced by D.C. U.S.
District Court Judge Garrett Penn Nov. 18 to pay $500,000 fine over five years for exporting
military aircraft parts without approved license from State (see WTTL, Aug. 23, page 3).

A N T ID U M P IN G : IT A  trea tm ent  o f  repa ck ing  exp enses  in  U .S .  as  se l l ing  exp ense  in  cons truc ted  im p o r t
p r ic ing  fo r  ba l l  be ar ings  from  Jap an  is  “ in te rna lly  inco ns is ten t  with  i ts  c lassif ica t io n  of  U .S .  warehous ing
e xp e nse s”  a nd  sho uld  ha ve  b e en  tre a te d  a s m o ve m ent exp e nse s,  ru le d  th re e-jud ge  p a ne l o f C o u rt  o f
A p p ea ls  fo r  the  Fe d era l  C ircu it  D ec .  2 .   In  N S K  L td .  v .  U .S . ,  co ur t  reve rsed  C IT  Jud ge  N icho las  T soucalas’
o p inio n  tha t  IT A ’s t rea tment  o f  exp enses  was co rrec t .

E C  H O R M O N E S: CIT  Judge  Jud i th  B arz ilay D ec . 1  den ied  comp la in t by G ilda  Industr ie s  aga inst  way
U ST R ’s  o ffice  se lec ted  ta rge ts  fo r  re ta l ia t io n  aga ins t E U  ba n  on  ho rmo ne-trea ted  m ea t  from  U .S .   In  G ild a
v .  U .S .  (s l ip  op .  04 -15 0) ,  she  sa id  f irm  fa iled  to  take  advan tage  o f  opp or tunity  to  com ment on  p rop osed
re ta lia t ion  l is t ,  which  inc luded  toas ted  b reads  tha t i t  imp or ts .   B a rz ilay a lso  r e jec ted  f irm’s  cha rge  tha t
U ST R  ha s fai led  to  change  re ta l ia t ion  l is t  as  p ro v ided  by “ca ro use l”  p ro v is ion  in  2 0 0 2  T rad e  A c t .

T R A D E  P E O P LE : S teven  P in te r ,  fo rmer  chie f o f  l icensing a t O FA C  and  sen io r  sanctions  adv iso r ,  has
jo ined  E ren  Law F irm  in  W ashing to n,  D .C .

SH R IM P : IT A  ga ve  V ie tnam ese  shr im p  p ro d ucers  b ig ad vantage  in  U .S .  marke t  aga ins t  Chinese  co m p eti -
t ion  with  fina l ant idump ing ru ling  on  frozen  and  canned  sh r imp .   In  fina l ant idump ing de te rmina tion  issued
N o v.  3 0 ,  IT A  im p o se d  d u tie s ra ng ing  fro m  und e r 5 %  to  2 5 .7 6 %  o n fo ur  m and a to ry re sp o nd e nts  fro m
V ie tnam , bu t  se t  sep ara te  ra te  fo r  29  o ther  p ro d ucers  a t  4 .38 % .  A ltho ugh  one  C hinese  p ro d ucer  was  fo und
to  be  de  m in im is ,  IT A  se t  du t ies  fo r  th ree  o ther  m and a to ry C hinese  shr im p  firms  a t  27 .8 9 %  to  84 .9 3 % .  I t
se t  sep ara te  ra tes  fo r  35  o the r  C hinese  firm s a t  55 .2 3 % .

SO FT W O O D  LU M B E R : U .S  N ov .  24  fo rma lly a sked  fo r  Ex trao rd ina ry Cha llenge  Co mm ittee  to  r ev iew
N A FT A  b ina tio na l  panel ’s  re jec t io n  o f IT C  threa t  o f  in ju ry  ru ling  in  so ftwo o d  lum b er  f rom  C anad a case s .

B R A S: D esp i te  ob jec t ions  from  appa re l  imp or te rs ,  Custom s N ov .  30  issued  fina l ru le s  in  Fede ra l  Reg is te r
im p o sing  res t r ic t io ns  o n  p referent ia l  trea tm en t g iven  to  b ras  f rom  C ar ibb ea n B asin  co un tr ies .

C E M E N T : U .S .  has  a sked  W T O  d ispu te -se tt lemen t panel  to  issue  p re limina ry ru ling  d ismiss ing  M ex ico
c o m p la in t  aga ins t  U .S .  an tid um p ing  d utie s o n  ce m ent fro m  M e xic o .  U .S .  b r ie f sa ys  M e xic o  ha s m ad e  4 5 0
c la ims  aga inst  IT A ’s  12  admin is tra tive  rev iew which  found  60%  marg in  fo r  cemen t expo r ted  by Cem exth

and  C em ento .   M exico  has  fa i led  to  p ro v id e  b r ie f  sum m ary o f ob jec t io ns ,  which  is  req u ired  und er  W T O
rules ,  m aking  the  co m p la in t  de fec t ive ,  U .S .  a rgued .   “T he  U nited  S ta tes  be l ieves  tha t  th is  average  d um p ing
margin  o f 60  p e rcent  ove r  a  twe lve -yea r  pe r iod  is  the  h ighest  marg in  tha t Co mm erce  has eve r  de te rmined
o ve r suc h a  lo ng  p er io d  o f t im e  fo r  any fo re ign  exp o r te r  fo r  any typ e  o f m erc ha nd ise ,”  U .S .  b r ie f asse rte d .
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