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United States-Mexico-Canada Agreement (USMCA)1
On September 30, terms of a comprehensive trade agreement among the US, Mexico and Canada were finalized.
The new United States-Mexico-Canada Agreement (USMCA) culminates an extended year-long period of
negotiations to update the North American Trade Agreement (NAFTA). The new agreement retains many of the
core elements and structure of NAFTA, with the most prominent changes focused on: trade in cars, new policies
on labor and environmental standards, intellectual property protections, and some digital trade provisions. The
most impactful changes for the farm sector in the new agreement were the expansion of US access to Canadian
dairy and poultry markets, and an equalization in terms of trade for grains between Canada and the US.
The agreement is targeted to be signed by the three participating countries before the end of November, possibly at
the G20 summit in Buenos Aires, Argentina, and all three countries would then still need to ratify the agreement.
Congress will probably not address ratification until 2019, after the mid-term elections, and since the approval
process will take time, most of the new USMCA provisions won’t go into effect until 2020.

Terms of the Key Agricultural Provisions


All agricultural products under NAFTA with zero
tariffs will remain without tariffs under USMCA.



Canada will provide new access for US dairy
products and poultry, by reducing or eliminating
duties. Canada currently has a supply management
system regulating production of dairy and poultry
and tariffs and quotas on imports of these
products.



Access to Canada for US dairy products would be
gradually increased over 6 years. Canada will
eliminate its class 6 and 7 milk solids pricing
programs and ensure that prices for dairy
ingredients do not undercut US prices. If Canada’s
exports of milk protein concentrates, skim milk
powder and infant formula exceed agreed
thresholds, Canadian companies would face an
export surcharge on additional volumes.



The US poultry sector under USMCA will gain
47,000 tons of tariff-free access (less than 2% of
US poultry exports to Canada in 2017), this tarifffree volume will steadily increase to 57,000 tons
in the sixth year of the agreement, after which it
will grow annually at 1 percent for 10 years. Duty
free egg exports to Canada will increase by 10
million dozen eggs, which is 15% more than 2017
exports of 69 million dozen.



Each country will treat each other’s grain equally,
which will enhance the position of US wheat in
the Canadian market. US wheat is currently
relegated to feed-grade when imported into
Canada.

(Continued on page 2)

1Sources:

United States-Mexico-Canada Agreement Text, and USMCA Fact Sheet - Agriculture, Office of the United States Trade Representative. www.ustr.gov. Accessed October
4-8, 2018. All data referenced herein is sourced from United States-Mexico-Canada Agreement text, unless otherwise noted.
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Potential Impacts of USMCA on Northern American Trade in Agricultural Commodities
At $20.5 billion, Canada is the largest destination for US agricultural commodities, and Mexico is the third largest
at $18.6 billion. Collectively, the two countries represent 28% of total US agriculture exports. 2 The changes in the
USMCA compared to NAFTA are expected to have a small but decidedly positive impact on US trade with
Canada for a small number of agricultural products (dairy and poultry). Even in these particular market segments,
improvements in US trade with Canada will be focused on particular regions.
The US dairy and poultry sectors are predominantly focused on domestic markets. In 2017, the US exported just
15% of milk production and 16% of poultry output. In 2017, US dairy exports were $5.4 billion, with Canada
representing 12% ($636 million) of the total and exports to Mexico accounting for 24% ($1.3 billion). US poultry
exports in 2017 were $4.5 billion, about 16% of total production. US poultry exports to Canada at about $600
million in 2017 represented about 13% of the total, while US poultry and eggs shipped to Mexico was $1.1 billion
(24% of total poultry exports).3
The expanded access to Canadian dairy, egg and poultry markets will represent only incremental improvements to
these segments of the US farm economy, but could play a more important role in supporting farmland values in
regions that are logistically positioned to supply Canada and where dairy and poultry represent an important
component of total farm revenues. The top five dairy producing states are California, Wisconsin, Idaho, New
York, and Texas,4 and the top five poultry producing states are Georgia, Alabama, Arkansas, North Carolina and
Mississippi.5
The USMCA will not remove the retaliatory bilateral tariffs that Mexico imposed in July 2018 on US agricultural
products in response to US steel and aluminum tariffs. This set of trade restrictions included tariffs of 25% on
cheese, 20% on fresh apples and a 20% on unprocessed pork.
This new agreement also includes a 16-year “sunset” clause, with the agreement expiring after this set period of
time. The deal is also subject to a review every six years, at which point the US, Mexico, and Canada can decide
to extend USMCA.

22017

data, USDA Foreign Agricultural Service, accessed 10/22/2018 3USDA Foreign Agricultural Service, accessed 10/5/2018 and 10/22/2018 4September 19 USDA milk production
report 52017 data, USDA NASS 4/27/2018 report, accessed 10/22/2018

Hancock Farmland Research Note

October 2018

2

Disclosures
Investing involves risks, including the loss of principal. Financial markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory, market, or
economic developments. These risks are magnified for investments made in emerging markets. Currency risk is the risk that fluctuations in exchange rates may adversely affect the
value of a fund’s investments.
The natural resources industry can be significantly affected by events relating to international political and economic developments, energy conservation, the success of exploration
projects, commodity prices, and taxes and other governmental regulations.
The information provided herein does not take into account the suitability, investment objectives, financial situation or particular needs of any specific person. You should consider the
suitability of any type of investment for your circumstances and, if necessary, seek professional advice.
This material, intended for the exclusive use by the recipients who are allowable to receive this document under the applicable laws and regulations of the relevant jurisdictions, was
produced by and the opinions expressed are those of Manulife Asset Management as of the date of this publication, and are subject to change based on market and other conditions.
The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable but Manulife Asset Management does not make any
representation as to their accuracy, correctness, usefulness or completeness and does not accept liability for any loss arising from the use hereof or the information and/or analysis
contained herein. The information in this material may contain projections or other forward-looking statements regarding future events, targets, management discipline or other
expectations, and is only as current as of the date indicated. The information in this document including statements concerning financial market trends, are based on current market
conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. Manulife Asset Management disclaims any responsibility to update such
information.
Neither Manulife Asset Management or its affiliates, nor any of their directors, officers or employees shall assume any liability or responsibility for any direct or indirect loss or damage or
any other consequence of any person acting or not acting in reliance on the information contained herein. All overviews and commentary are intended to be general in nature and for
current interest. While helpful, these overviews are no substitute for professional tax, investment or legal advice. Clients should seek professional advice for their particular situation.
Neither Manulife, Manulife Asset Management™, nor any of their affiliates or representatives is providing tax, investment or legal advice. Past performance does not guarantee future
results. This material was prepared solely for informational purposes, does not constitute a recommendation, professional advice, an offer or an invitation by or on behalf of Manulife
Asset Management to any person to buy or sell any security or adopt any investment strategy, and is no indication of trading intent in any fund or account managed by Manulife Asset
Management. No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Unless otherwise specified, all data is sourced
from Manulife Asset Management.
Hancock Agricultural Investment Group
Hancock Agricultural Investment Group is a division of Hancock Natural Resource Group, Inc., a registered investment advisor and wholly owned subsidiary of Manulife Financial
Corporation. © Hancock Natural Resource Group, Inc.
Manulife Asset Management
Manulife Asset Management is the global asset management arm of Manulife Financial Corporation (“Manulife”). Manulife Asset Management and its affiliates provide comprehensive
asset management solutions for institutional investors and investment funds in key markets around the world. This investment expertise extends across a broad range of public and
private asset classes, as well as asset allocation solutions.
The material issued in the following countries by the respective Manulife entities - Canada: Manulife Asset Management Limited, Manulife Asset Management Investments Inc.,
Manulife Asset Management (North America) Limited and Manulife Asset Management Private Markets (Canada) Corp. Hong Kong: Manulife Asset Management (Hong Kong) Limited
and has not been reviewed by the HK Securities and Futures Commission (SFC). Indonesia: PT Manulife Aset Manajmen Indonesia. Japan: Manulife Asset Management (Japan)
Limited. Malaysia: Manulife Asset Management Services Berhad. Philippines: Manulife Asset Management and Trust Corporation. Singapore: Manulife Asset Management
(Singapore) Pte. Ltd. (Company Registration Number: 200709952G). Switzerland: Manulife AM (Swiss) LLC. Taiwan: Manulife Asset Management (Taiwan) Co. Ltd. Thailand:
Manulife Asset Management (Thailand) Company Limited. United Kingdom and European Economic Area: Manulife Asset Management (Europe) Limited which is authorized and
regulated by the Financial Conduct Authority. United States: Manulife Asset Management (US) LLC, Hancock Capital Investment Management, LLC and Hancock Natural Resource
Group, Inc. Vietnam: Manulife Asset Management (Vietnam) Company Ltd.
Manulife, Manulife Asset Management, the Block Design, the Four Cube Design, and Strong Reliable Trustworthy Forward-thinking are trademarks of The Manufacturers Life Insurance
Company and are used by it, and by its affiliates under license.
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