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ARTICLE

The CPTPP countdown is on: Canada and Australia ratify, bringing the Agreement into
force at the end of 2018

T he  Com prehensi ve  and  Progressi ve  T rans-Paci f i c Partne rsh i p  (CPT PP),  an  am b i t i ous f ree  t rade  ag reem ent i nvo l vi ng  11  coun tri es rep resen t i ng  13 .5
per cen t  o f  g l oba l  GDP, wi l l  com e i n to  fo rce  i n  two  m on ths f rom  now, on  Decem ber 30 ,  2018 .  T he  CPT PP wi l l  b ri ng  m arke t  access bene f i ts fo r Canad i an
busi ness to  key Paci f i c Ri m  econom i es tha t  have  ra t i f i ed  the  ag reem ent,  i ncl ud i ng  Japan ,  M exi co ,  Austra l i a ,  New Zea l and  and  S i ngapore .  Canada
a l ready has f ree  a  t rade  ag reem ent wi th  M exi co  (NAFTA),  however,  the  CPT PP wi l l  b ri ng  add i t i ona l  t rade  bene f i ts and  op t i ons wi th  M exi co  go i ng
fo rward .

As ag reed  by the  rem a i n i ng  11  pa rt i es a f te r the  Un i ted  Sta tes wi thd rew f rom  the  T rans-Paci f i c Partne rsh i p  ag reem ent,  the  sl i gh t l y m od i f i ed  and
renam ed CPT PP wi l l  en te r i n to  fo rce  60  days a f te r si x o f  the  pa rt i es have  ra t i f i ed  i t .  On  October 31 ,  2018 ,  Austra l i a  subm i t ted  i ts no t i ce  o f  ra t i f i ca t i on ,
t ri gge ri ng  the  60 -day coun tdown. Canada  becam e the  f i f th  coun try to  ra t i fy CPT PP j ust  a  few days ea rl i e r a f te r Parl i am en t adop ted  i m p l em ent i ng
l eg i sl a t i on .  T he  CPT PP wi l l  com e i n to  fo rce  separa te l y fo r the  o the r si gna to ri es — Vi e tnam , M a l aysi a ,  Ch i l e ,  Pe ru  and  Brune i  — when  they ra t i fy.

Free Trade with Japan

T he  CPT PP g i ves Canada  a  st rong  push  toward  d i ve rsi fyi ng  i ts t rade  re l a t i onsh i ps,  by open i ng  up  key Asi an  m arke ts.  In  pa rt i cu l a r,  Canada  wi l l  have  a
free  t rade  ag reem ent wi th  Japan ,  the  worl d 's th i rd  l a rgest  econom y by GDP. Japan  i s cu rren t l y Canada ’s fou rth  l a rgest  t rad i ng  pa rtne r and  enhanci ng
tha t  re l a t i onsh i p  was a  key ob j ect i ve  fo r Canad i an  nego t i a to rs.  CPT PP g i ves Canad i an  busi ness a  l eg  up  on  US com pet i to rs a t  a  t i m e  when  the  US i s
on l y j ust  sta rt i ng  f ree  t rade  d i scussi ons wi th  Japan .  CPT PP wi l l  crea te  opportun i t i es to  Canad i an  com pan i es i n  a  b road  range  o f  secto rs,  such  as
i ndustri a l  p roducts (i ncl ud i ng  a l um i num , i ron  and  stee l ),  fo rest  p roducts and  va l ue -added  wood  p roducts,  and  food  and  ag ri cu l tu ra l  p roducts (i ncl ud i ng
whea t and  o the r g ra i ns,  bee f ,  po rk and  f i sh ).  Canad i an  com pan i es p rovi d i ng  se rvi ces i n to  Japan  wi l l  a l so  bene f i t  f rom  com m i tm en ts on  tem pora ry en try
o f  busi ness peop l e  and  the i r spouses and  i m proved  m arke t  access i n  som e secto rs,  i ncl ud i ng  research  and  deve l opm ent,  p ro fessi ona l ,  t ransporta t i on
and  envi ronm enta l  se rvi ces.

Accelerat ion of Tariff Reduct ions

CPT PP party coun tri es had  a  si gn i f i can t  i ncen t i ve  to  ra t i fy be fo re  Novem ber 1 ,  and  the reby cause  the  CPT PP to  com e i n to  fo rce  by the  end  o f  2018 ,
because  i t  e ffect i ve l y acce l e ra tes the  schedu l ed  ta ri f f  reduct i ons under the  Agreem ent.

Upon  en try i n to  fo rce  on  Decem ber 30 ,  2018 ,  an  i n i t i a l  round  o f  ta ri f f  reduct i ons wi l l  occu r.  T ha t  i n i t i a l  reduct i on  wi l l  be  fo l l owed  by a  p rog ressi ve
e l i m i na t i on  schedu l e  beg i nn i ng  i n  “Year 2 ”,  tha t  i s,  the  year a f te r the  year i n  wh i ch  the  ag reem ent com es i n to  fo rce .  Fo r a l l  ra t i fyi ng  pa rt i es excep t
Japan ,  the  f i rst  subsequen t  ta ri f f  reduct i ons wi l l  the re fo re  occu r on  January 1 ,  2019  (two  days a f te r the  com i ng  i n to  fo rce  da te ).  Japan ’s second
reduct i on  wi l l  occu r on  Apri l  1 ,  2019 .  Annua l  ta ri f f  reduct i ons wi l l  con t i nue  fo r 15  years on  January 1  (and  Apri l  1  fo r Japan).

Canada-Mexico Trade Relat ions

Upon  the  com i ng  i n to  fo rce  o f  the  CPT PP, Canada-M exi co  t rade  re l a t i ons wi l l  be  governed  bo th  by the  CPT PP and  NAFTA (as l ong  as the  NAFTA
rem a i ns i n  fo rce ),  o r the  USM CA (i f  and  when  i t  en te rs i n to  fo rce ).  In  o the r words,  Canad i an  busi nesses wi l l  have  the  op t i on  o f  choosi ng  the  be t te r ta ri f f
o r m arke t  access t rea tm en t under the  t rade  ag reem ents i n  p l ace  a t  a  g i ven  t i m e .  T he  m ore  favo rab l e  op t i on  i s l i ke l y to  be  the  NAFTA/USM CA wi th
respect  to  ta ri f f  p re fe rences,  a t  l east  i n  the  short  te rm . However,  qua l i f i ca t i on  fo r those  ta ri f f  p re fe rences wi l l  genera l l y be  easi e r under the  CPT PP. T he
CPT PP wi l l  be  m ore  bene f i ci a l  i n  o the r a reas such  as governm ent p rocu rem ent and  i nvesto r-sta te  d i spu te  se t t l em en t,  pa rt i cu l a rl y i f  the  USM CA
even tua l l y com es i n to  fo rce .

What Next?

In  the  com i ng  days and  weeks we  wi l l  be  pub l i sh i ng  m ore  de ta i l ed  ana l ysi s and  com m enta ry on  speci f i c aspects o f  the  CPT PP. Governm ents,  i ndustri es
and  busi nesses shou l d  ca re fu l l y consi de r the  po ten t i a l  i m pact  o f  and  opportun i t i es a ri si ng  f rom  the  com i ng  i n to  fo rce  o f  the  CPT PP and  the  Asi a -
Paci f i c m arke t .  BLG’s t rade  l awyers have  decades o f  experi ence  i n  eve ry aspect  o f  i n te rna t i ona l  t rade  and  i nvestm en t l aw and  have  advi sed  extensi ve l y
on  i ssues su rround i ng  the  i m p l em enta t i on  o f  f ree  t rade  ag reem ents.
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