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Maine Pointe’s quick guide on tariffs:
Insights to protect your supply chain
As new tariffs and continuing geopolitical uncertainties unsettle global markets and fuel concerns
of a global recession, Maine Pointe’s tariffs bulletin provides a regular update on the latest
developments. We consider how, in a business environment where uncertainty is the only certainty,
organizations can transform their global supply chain to protect against the growing threat posed by
price increases and protectionism.

The US and the EU
On October 2, the WTO ruled in favor of the US in its 15-year battle with the EU over illegal
subsidies for aircraft manufacturers, Airbus and Boeing. This has opened up a new chapter in the
trade wars that are depressing the world’s economies. The ruling gives the US the right to introduce
tariffs on $7.5Bn of imports from the EU from October 18. Hours after the WTO decision, the US
Trade Representative announced plans to introduce tariffs of 10% on EU aircraft parts and 25%
on a range of other products including clothing, cheese, whisky and wine mostly imported from
France, Germany, Spain and the United Kingdom.
Click here to see full list of affected products
WTO law prohibits the EU from imposing retaliatory tariffs. However, later this year trade arbitrators are
expected make a separate ruling allowing the EU to impose duties on US imports. This is a result of the
WTO’s finding that Boeing received billions of dollars of illegal subsidies from the US. In anticipation of
this, the bloc has released a preliminary list of $12Bn worth of US goods it plans to target.

The US and China
The thirteenth round of trade talks between the US and China took place in Washington on October 10
and 11. The talks resulted in a “phase one deal” that will go some way to easing trade tensions. The
agreement will include Beijing agreeing to buy between $40-50Bn in US agricultural products and will
address financial services and technology theft. In return, the US will postpone its plans to increase tariffs
from 23% to 30% on $250Bn of Chinese goods from October 15. However, the agreement falls short of
a comprehensive deal and, according to US Trade Representative, Robert Lighthizer, does not affect the
15% tariffs on $160Bn of Chinese goods set to go into effect on Dec 15.

Brexit
As the October 31 Brexit deadline looms, the UK and the EU bloc seem no nearer to reaching an
agreement. Legislation passed by Parliament to prevent a no deal Brexit requires Prime Minister Boris
Johnson to request a further extension if a new deal doesn’t emerge from the EU leader’s summit on
October 17-18. Unless this request is made, and approved by all 27 EU members, the UK will leave
without a deal on Halloween.
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However, at the time of writing, the prime minister remains defiant, saying he will obey the law, but the UK will leave on October 31,
“come what may.”

The US, Mexico and Canada
There as been no further progress on the ratification of the United States-Mexico-Canada Agreement (USMCA). The agreement
was signed in November 2018 and ratified by Mexico in June 2019. In the US, discussions between Democrats and US Trade
Representative, Robert Lighthizer, have not yet resolved concerns over some of the text of the agreement. Democrats are insisting
these issues are fixed before Congress votes on the deal. The Canadian Parliament introduced the bill in May but is insisting
ratification must take place simultaneously with the United States.

Iran and Saudi Arabia
Tensions in the middle east increased in September when drone attacks hit two major Saudi Arabian oil plants, temporarily disabling
more than half of the country’s output. Although Yemen’s Houthi group claimed responsibility for the attacks, US Secretary of State
Mike Pompeo has placed the blame on Iran. The attacks wiped out 5.7M barrels of production a day – 5% of the world’s oil supply,
leading to the biggest jump in global prices since 1988.

Optimize your supply chain
With the global economy showing ever growing signs of faltering against the backdrop of trade tensions and political uncertainties,
the pressures on complex supply chains are intensifying. As the costs of raw materials, energy and labour continue to rise, prudent
companies are reassessing their global production and sourcing networks and aligning them with the shifting economics of global
manufacturing.
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You can find previous issues of this
bulletin as well as updates on the latest
tariffs news, views and insights in the
tariffs quick guide on our website.
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It has been an unsettling month for businesses anxiously monitoring developments in the global
trade war. Relationships between the US and China, the EU and Mexico have come under
increasing strain with an increase in the level of existing tariffs and the threat of a swath of new
ones. Our June bulletin cuts through the noise to provide a concise overview of the most recent
events. It looks at the implications for global supply chains and offers practical advice on how to
protect your supply chain against disruption and cost increases.
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The month started badly and only got worse as hopes for an imminent resolution of the dispute
between the US and China collapsed. In addition to increasing tariffs on $200Bn of Chinese imports
from 10% to 25%, the US has called for tariffs of up to 25% on almost all remaining imports. These
‘tranche four’ tariffs would impact $300Bn worth of goods. China’s response was to announce its
Maine Pointe’s tariffs bulletin provides a regular update on the latest developments in the ongoing
own tariffs of between 5% and 25% of US imports effective June 1. While many businesses had
international trade war. We look at how geopolitical uncertainties are forcing organizations to
prepared for the increase to 25%, the inclusion of virtually all remaining Chinese imports will come
transform their global supply chains to mitigate against the escalating threat posed by price
as a blow.
increases and protectionism.
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many more moves and change the supply base.
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Steve Bowen, Chairman & CEO, Maine Pointe on an additional $300Bn of Chinese goods. President Trump declared negotiations were “back on

track,” a statement he appeared to back up by agreeing to allow US companies to resume selling
The relationship between the two nations was put under further strain when the US placed
tech to Chinese giant Huawei (a major concession on the president’s part). The US announced that,
Chinese tech giant Huawei and its global affiliates on the “entity list”. This Bureau of Industry
in return, China has agreed to buy American farm products, although no details were disclosed.
and Security list publishes the names of certain foreign persons – including businesses, research
Maine Pointe’s
tariffs bulletin provides a regular update on the latest developments in the ongoing
is not
the first
time in
a ceasefire
institutions, government and private organizations, individuals, and otherThis
types
of legal
persons
– the year-long trade war that the two leaders have declared
international
for transfer
negotiations
to get derailed over trade and technology. As a result, tariffs
watcherstrade
have war. We look at how geopolitical uncertainties are forcing organizations to
that are subject to specific license requirements for the export, reexportonly
and/or
(in-country)
transform their global supply chains to mitigate against the escalating threat posed by price
greeted commerce
the news with
cautious optimism
of specified items. Although the US later issued a 90-day reprieve, the Chinese
ministry
increases and protectionism.
announced on May 31 that it will release its own ‘blacklist’ of “unreliable foreign companies
and individuals.”
The US and the EU
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In July 2018 President Trump and EU President Jean-Claude Juncker agreedThe
to workUS
together
and China
toward zero tariffs, zero non-tariff barriers, and zero subsidies on non-auto industrial goods.
In a series of tweets on August 1, President Trump confirmed that the US will make good on its
When President Trump announced on May 17 that he would remove steel and aluminum tariffs on
threatmade.
to introduce 10% tariffs on the “tranche four” list of $300Bn worth of Chinese imports.
However, in the twelve months since that joint declaration, little progress has been
Mexico and Canada, it looked like the path was clear the USMCA (NAFTA 2.0) to be ratified. That
Thedeal
timing
of include
the announcement came as a surprise to many given the latest ceasefire has only
Negotiations finally began in May 2019 but as the US has made it clear that any
must
changed on May 30 when President Trump announced tariffs of 5% on all Mexican imports until
been
in that
place
since Presidents Trump and Xi met in Osaka at the end of June. This latest round
agricultural goods and the EU has made it equally clear that it won’t accept any
deal
includes
of tariffs will come into effect on September 1. It will cover a number ofAssectors
that have
not
them, the outlook for an agreement is not too positive.
new tariffs
and continuing
geopolitical uncertainties unsettle global markets and fuel concerns
previously been affected and include categories such as footwear, apparel
and toys,
which will
over global
economic
growth, Maine Pointe’s tariffs bulletin provides a regular update on the
directly impact US consumers.
Brexit
latest developments. We consider how, in an uncertain business environment, organizations can
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transform
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continued to heat up in the wake of this announcement when,
following
1.4%supply
drop inchain to protect against the growing threat posed by price increases
Following three unsuccessful attempts to persuade the UK Parliament to pass the
Withdrawal
protectionism.
the yuan,
US Treasury branded China a “currency manipulator.” In and
response,
China accused the
Agreement Bill, Prime Minister Theresa May finally bowed to pressure and announced
herthe
resignation
US of “deliberately
on May 24. Since then, the focus has been on leadership elections within the majority
Conservativedestroying international order.”
party. The party’s new leader, and the UK’s new prime minister, takes over on July 23 and has until
At the time of writing, trade talks between the US and China are expected
go ahead
as China
planned
Theto US
and
October 31 to either negotiate and pass a new withdrawal agreement or leave the European Union
in September with President Trump still confident that a “significant trade
deal”
can
be
done.
the
Last month, we saw anInescalation
in the trade dispute between the US and China when President
without a deal.
meantime, the US manufacturing industry is bracing itself for a bottom-line
which the
will US
be would impose tariffs on an additional $300Bn worth of Chinese imports.
Trumpimpact
announced
reverberate across the entire supply chain.
The president later delayed some of these tariffs until December 15 but, as of September 1, the
Click here to view list of items affected in tranche four.

The US and the EU

Further reading

US is charging a 15% tariff on $125Bn of Chinese imports including many items of clothing and
household staples. The president has also announced that existing 25% tariffs on a separate group
of $250Bn of Chinese imports will increase to 30% on October 15.

China retaliated with tariffs on thousands of American products including cars and announced its
On July 25, one year after President Trump and EU President Jean-Claude
Juncker
agreed
to
intention
to impose
additional
tariffs from December. The two countries are due to hold further trade
work together toward zero tariffs, zero non-tariff barriers, and zero subsidies
non-auto industrial
talks inon
Washington
next month, but many observers are pessimistic about the possibility of an
goods, the EU Commission presented its progress report. The statement
lists a number
of areasbefore next year’s US presidential elections.
agreement
being reached
where headway has been made, including a significant increase in EU imports of liquified natural
ongoing trade
dispute and widespread predictions of economic slowdown are taking their toll
gas (LNG) and soya beans from the US and productive discussions onThe
cooperation
and standards.
on CEO
confidence.
pollleft
by Chief Executive magazine reported that confidence in August 2019
However, the report confirms discussions on eliminating tariffs on industrial
goods
have stillAnot
was at its lowest since October 2016.
the starting blocks.

The US and the EU

www.mainepointe.com

The threat of US auto tariffs has been on ice for over a year since President Trump and European
Commission President Jean-Claude Juncker agreed to refrain from “unilateral actions” while the EU
and the US try to negotiate a trade pact. Agriculture continues to be a significant obstacle in the
ongoing talks, with EU Commissioner, Cecilia Maström reaffirming the bloc’s position, stating that,
“there is no support for agriculture to be included” in any prospective US-EU trade agreement.

Timeline: Highlights of the 15-Year Airbus, Boeing Trade War, Reuters
Get Ready for Brexit (UK Government official website)

Brexit
Three years after the UK decided to leave the European Union, Brexit continues to dominate
the political agenda with Parliament doing its upmost to frustrate Prime Minister Boris Johnson’s
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Road to USMCA Ratification. Is the End in Sight? Center for Strategic and International Studies

If you would like to talk about any points raised in this bulletin, contact us for a no-obligation
discussion email: info@mainepointe.com

About Maine Pointe
Maine Pointe, a member of the SGS Group, is a global supply chain and operations consulting firm trusted by many chief executives and private
equity firms to drive compelling economic returns for their companies. We achieve this by delivering accelerated, sustainable improvements in
EBITDA, cash and growth across their procurement, logistics, operations and data analytics. Our hands-on implementation experts work with
executives and their teams to rapidly break through functional silos and transform the buy-make-move-fulfill digital supply chain to deliver the
greatest value to customers and stakeholders at the lowest cost to business. We call this Total Value Optimization (TVO)™.
Maine Pointe’s engagements are results-driven and deliver between 4:1-8:1 ROI. We are so confident in our work and our processes that we
provide a unique 100% guarantee of engagement fees based on annualized savings. www.mainepointe.com

