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.Hopes fade for
India-US interim
trade deal

REUTERS, New Delhi

The prospects of an interim trade deal between India and
the United States before Washington’s August 1 deadline °
have dimmed, as talks remain deadlocked over tariff
cuts on key agricultural and dairy products, two Indian
government sources said. .

US President Donald Trump threatened a 26
percent tariff on Indian imports in April but paused
implementation to allow for talks. That pause ends on
August 1, though India has yet to receive a formal tariff
letter, unlike over 20 other countries.

India’s trade delegation, led by chief negotiator Rajesh
Agrawal, returned from Washington after a fifth round of
talks without a breakthrough.

“An interim deal before August 1looks difficult, though
- virtual discussions are ongoing,” one of the Indian
government sources said, adding a US delegation was
expected to visit New Delhi soon to continue negotiations.

Talks are stalled as New Delhi is refusing to open its
politically-sensitive agriculture and dairy sectors, while
Washington is resisting India’s demand for relief from
higher tariffs on steel, aluminium and autos.

Officials are exploring if these issues can be deferred
to a later stage, after an interim deal, the second Indian
official said.

Ajay Sahai, director general of the Federation of
Indian Export Organisations, warned sectors like gems
and jewellery could be hit hard if 26 percent tariffs a
imposed. - sssenen——

“However, this could be temporary, as
both countries aim to sign the deal
over time,” he said. ”

US Treasury . Secretary Scott
Bessent told CNBC on Monday that
the Trump administration was more
concerned with the quality of trade
agreements than their timing.

Asked if the deadline could be
extended for countries in talks, he
said it was up to Trump.

Indian officials remain hopeful of
clinching a broader deal by September
or October, in line with what was
agreed by Prime Minister Narendra
Modi and Trump in February. y
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- Transshipment is the new
dirty word of trade

REUTERS, Hong Kong

Where is it from? It’s one of the top
questions customs officials must ask of
every shipment, alongside what it is and
how much it is worth. Donald Trump’s
trade war could turn this inquiry on the
origin of $3.3 trillion of US goods imports
into a quagmire.

The dizzying spread of tariffs the US
president is imposing on American trading
partners — ranging from a baseline duty of
10 percent secured by the United Kingdom
to the threat of a punitive 50 percent
charge on imports from Brazil - a large
arbitrage. Exporters, particularly in China,
have a big incentive to misrepresent where
- their goods are from.

Thepresidentisattempting to counter this
risk by saying goods that are “transshipped”
through lower-tariff countries will face
higher charges. For example, the US has
imposed a 20 percent import duty on
products originating in Vietnam, but will
charge double that figure for goods routed

Transshipment is not a new word or
concept. In trade, it simply means moving
goods between vehicles such as airplanes,
trains and lorries. Trump, however, is using
it as a shorthand for tariff evasion or fraud.

He has good reasons to be concerned.
Just look at what happened when the
president slapped duties on China in 2018.
The share of US imports arriving from
the People’s Republic fell by 8 percentage
points to 13.4 percent between 2017 and

global merchandise exports rose about 1.5
percentage points to 14.2 percent over a
similar period. One reason is that some
Chinese manufacturers dodged US duties
by re-routing everything from electronics
to footwear through other countries, in

2024.However, China’s total share of total  particular Mexico and Vietnam.
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Container trucks are seen as they wait to cross the border at Huu Nghi border gate
connecting with China, in Lang Son province, Vietnam. The US has imposed a 20
percent import duty on products originating in Vietnam, but will charge double that

ﬁqunrgoodsmutndvlaﬂn&uﬂmsthhnmunﬁy

PHOTO: REUTERS/FILE

The exact size of the problem is a
subject of intense debate and study
among economists. Trump’s new trade
regime makes it even more complicated.
The existing global trading system is
based on applying a standard tariff on
imports, and then granting goods from
certain countries, or groups of countries,
preferential access.

Under Trump’s new system, however,
the US will no longer have a standard
non-preferential tariff, nor one of the
world’s lowest tariff regimes. Instead,
the charges on goods arriving from
different countries could vary by as much
as 40 percentage points, depending on
where US tariffs end up. Separate levies
that Washington intends to apply on
semiconductors and pharmaceuticals will
add further complexity.

This raises the stakes for customs
officials trying to determine where a
product is from. So-called “rules of
origin” were first introduced to help
countries collect statistical data, and
have proliferated over the past 30 years to
support bilateral and regional free trade
agreements. These rules are also supposed
to help countries implement other policies,
such as anti-dumping measures.
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The classic rule of origin is based
on the concept of “last substantial
transformation”. This means the
correct tariff depends on the country
where the character of the product
was last changed.

This principle sounds simple but
is anything but. Take clothing. Say
a company sends a Chinese-made
shirt to Hanoi, adds a “Made in
Vietnam” label, and then ships it to
the United States while paying the
lower Vietnamese tariff. Most trade
lawyers would agree that is fraud.
But what if brands making clothing
in Vietnam like Nike, Lululemon
Athletica and Fast Retailing’s Uniqlo,
use dye, cotton, buttons or zips from
China? Determining a product’s true
origin becomes a complex and ever-
changing mystery.

The US Department of Commerce
tries to clarify the difference using the
example of mixed frozen vegetables and
cookies. Vegetables which are grown in
various places and taken to another
country to be mixed and frozen were
not substantially transformed, so the
mixture must be labelled with the
origin of each ingredient. But if sugar,
dairy products, and nuts from different
countries are made into a cookie; the
country of origin is the location where
the ingredients are baked or processed.

Today’s supply chains are much
more globalised and complicated.
For motor vehicles produced by Ford
Motor, General Motors and Stellantis,
origin depends on the value of the
contents. To qualify for the United
States-Mexico-Canada = Agreement,
for example, at least 70 percent
of a vehicle producer’s steel and
aluminum purchases must originate
in North America.

Tariffs can also vary depending
on a product’s American content. US
Customs and Border Protection says
for imports where at least 20 percent
of the value is from the United States,
the reciprocal tariff will not apply to
the US components.

Verifying the origin of goods
requires cooperation. US customs

officials will get some help from
countries  including  Malaysia,
Thailand and South Korea, which are
stepping up their effort to crack down
on blatant re-labelling of goods. This
is in their interest because cheap
Chinese products are threatening to
hollow out local industries.

Support for the US measures will
drop, however, if Trump is serious
about trying to squeeze China out of
supply chains. The People’s Republic
accounts for nearly 29 percent of
value added in US imports from
Cambodia, and almost 19 percent
of those originating in Vietnam,
according to research by Sonal Varma
and Si Ying Toh at Nomura. Chinese
investors are also big owners of
factories across Southeast Asia.

Despite the proliferation of rules of
origin, the World Trade Organization
estimates that 74 percent of global
trade still flows under its “most
favoured nation” terms, a principle
whereby member countries treat
imports equally regardless of their
origin. For now, it looks like other
economies are moving in the
opposite direction from the United
States. The FEuropean Union and
Indonesia are moving ahead on
finalising a free trade deal; China has
extended zero-tariff treatment to 53
African countries; while talks over
an EU-India trade pact are slated to
continue in September.

Trump could have satisfied some
of his stated goals of reducing US
trade deficits, raising money and
isolating China by imposing hi
duties on the world’s second-largest
economy, and a single lower tariff
on the rest of the world. Indeed, that
may yet be where the president’s
tariffs end up: On Wednesday, he said
he would send letters to more than
150 “smaller” countries notifying
them their tariff rates could be 10
percent or 15 percent. But that would
still potentially leave more than 40
countries facing wildly diverging
rates. Expect the new dirty word in
trade — transshipment - to be used
much more often in future. '
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“Thailand says nearing

'/ F

deal with US to lower
36% export tariff

TRADE - THAILAND

BLOOMBERG \

Thailand is close to an agreement
with the US to lower a threatened
36% tariff on its exports ahead of
the 1 August deadline, according to
Finance Minister Pichai Chunhava-
jira, who expects trade talks to con-
clude within days.

The Southeast Asian nation will
submit additional clarifications and
final details of its proposal to US
trade officials in the coming days, Pi-

chai said Tuesday. A deal is expected
to be announced before the new tar-
iff rate takes effect, as Thailand has
already provided the Washington
with “almost everything” requested.
“We've completed more than
90% of the negotiation. Today or
tomorrow should be the very final
stretch. There’s just a little bit left,”
said Pichai, who leads Thailand’s
team of trade negotiators. “Some
requests for explanations and asks
came from their side, and I need to
review those to make sure every-
thing is truly complete.” o
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Malaysia seeks 20%

Trump tariff but resists
some US demands

TRADE - MALAYSIA

BLOOMBERG

Malaysia’s government is seeking
to lower US tariffs threatened by
President Donald Trump to about
20%, but is reluctant to meet cer-
tain demands around electric ve-
hicles and foreign ownership, ac-

_cording to people familiar with the

matter.

Prime Minister Anwar Ibrahim’s
negotiators are seeking a tariff
lower than the 25% that takes ef-
fect 1 August — aiming for some-
thing closer to levels for regional
neighbors Indonesia and Vietnam,
said the people, who asked not to
be identified given the negotiations
are ongoing. :

sometimes chaotic negotiations
with the Trump administration.

Anwar said Monday the govern-
ment draws a “red line” in its trade
talks when it comes to national
policies, including its preferential
treatment to Malays and indig-
enous people.

Other countries in the region
have also faced frustrations in talks
with the Trump administration. In
early July, Vietnam was caught by
surprise by a US announcement
that it had agreed to a 20% tariffs,

although officials believed they

had a secured a more favorable
range, Bloomberg News has report-

ed. The country said last week that
negotiators are still working on the

terms of the deal.

Malaysia’s MITI declined to
comment. The White House, as
well as US Commerce Depart-
ment and Trade Representative,
didn’t respond to requests for com-
ment. White House Press Secretary
Karoline Leavitt said in a briefing
Monday that “the trade team and
the president himself continue to
be very engaged with countries
around the world.”

Malaysia has come under in-
creasing pressure from Washing-
ton over what the latter says is the

So far, Malaysia has made pro-
gress addressing US concerns over
the smuggling of high-performance
semiconductors, but has resisted
Washington’s demands for an ex-
tension of tax breaks on American
electric vehicles, a reduction of
foreign shareholding limits in the
politically-sensitive power and fi-
nancial sectors, and a cut in subsi-
dies for local fisherman — a major

. vote bank, the people said.

Earlier this month, Minister for
Investment, Trade and Industry
Zafrul Aziz expressed optimism
that Malaysia can reach a deal to
lower tariffs. But in recent days
he’s warned about poorly-executed
pacts, underscoring the difficult
position smaller, trade-reliant na-
tions face in the

j pm———-—

flow of advanced Al chips to China
through the nation. The US effec-
tively banned sales of advanced
chips to China in 2022, though last
week the Trump administration al-
lowed Nvidia Corp to resume ship-
ments of its H2o chips.

While Malaysia has said it hasn’t
uncovered evidence of transship-
ping, it’s tightened requirements
for the industry. Individuals and
companies now need permits to
export high-performance American
Al chips and must also inform Ma-
laysia’s MITI if they know or have
reasonable grounds to suspect the
items will be misused or used for
restricted activities.

Al chips are likely to be a rela-
tively straightforward issue, given

=

Malaysia’s desire to remain part -

of the supply chain, but other re-
quests from Washington may be
greater hurdles to reaching a deal.

EVs, fishing

Malaysian officials are reluctant to
prolong the tax exemption for US-
made EVs as it would mean they’d
need to give similar tax breaks to
other nations, according to the
people. Malaysia is scheduled to
end its policy, which sees imported
EVs exempted from import and ex-
cise duties, in December.
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