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TOKYO: The logo of Japanese conglomerate Toshiba is seen on a wall of a building in Kawasaki, suburban Tokyo, yester-
day. Toshiba shares dived more than 25 percent yesterday, their third straight double-digit plunge, following the com-
pany’s warning of a possible one-time loss of several billion dollars over its US nuclear business. — AFP 

What it means if Trump

names China a 

currency manipulator 

WASHINGTON: President-elect Donald Trump has vowed to
name China a currency manipulator on his first day in the White
House. There’s only one problem - it’s not true anymore. China,
the world’s second-biggest economy behind the United States,
hasn’t been pushing down its currency to benefit Chinese
exporters in years. 

And even if it were, the law targeting manipulators requires
the US spend a year negotiating a solution  before it can retaliate.
Trump spent much of the campaign blaming China’s for America’s
economic woes. And it’s true that the US-China trade relationship
is lopsided. China sells a lot more to the United States than it buys.
The resulting trade deficit in goods amounted to a staggering
$289 billion through the first 10 months of 2016. But in fact, for
the past couple of years China has been intervening in markets to
prop up its currency, the yuan, not push it lower.

What does currency have to do with the trade gap?
When China’s yuan falls against the US dollar, Chinese prod-

ucts become cheaper in the US market and American products
become more costly in China.

So the US Treasury Department monitors China for signs it is
manipulating the yuan lower.  Treasury has guidelines for putting
countries on its currency blacklist. They must, for example, have
spent the equivalent of 2 percent of their economic output over a
year buying foreign currencies in an attempt to drive those cur-
rencies up and their own currencies down.    Treasury hasn’t
declared China a currency manipulator since 1994.

What would happen if the us declared china a currency
manipulator?

Probably not much, at least initially. If Treasury designates
China a currency manipulator under a 2015 law, it is supposed to
spend a year trying to resolve the problem through negotiations.

Should those talks fail, the US can take a number of small steps
in retaliation, including stopping the US Overseas Private
Investment Corp., a government development agency, from
financing any programs in China. Trouble is, the United States
already suspended OPIC operations in China years ago - to punish
Beijing in the aftermath of the bloody 1989 crackdown in
Tiananmen Square. So naming China a currency manipulator is
mostly “just a jaw-boning exercise,” said Amanda DeBusk, chair of
the international trade department at the law firm of Hughes
Hubbard & Reed and a former Commerce Department official.
“There’s no immediate consequence.”

Is china guilty of using currency to help its exporters?
For years, China pretty clearly manipulated its currency to gain

an advantage over global competitors. It bought foreign curren-
cies, the U.S. dollar in particular, to push them higher against the
yuan. As it did, it accumulated vast foreign currency reserves -
nearly $4 trillion worth by mid-2014.

But now the Chinese economy is slowing, and Chinese compa-
nies and individuals have begun to invest more heavily outside
the country. As their money leaves China, it puts downward pres-
sure on the yuan. The yuan has dropped nearly 7 percent against
the dollar so far this year. The Chinese government has responded
by draining its foreign exchange reserves to buy yuan, hoping to
slow the currency’s fall. China’s reserves have dropped by $279
billion this year to $3.05 trillion. If Beijing stepped back and let
market forces determine the yuan’s level, it likely would fall even
faster, giving Chinese exporters even more of a competitive edge.

So Beijing is doing the opposite of what Trump says it’s doing.
Cornell University economist Eswar Prasad earlier this month
called Trump’s plans to name China a currency manipulator
“unmoored from reality.” — AP

TOKYO: Faced with the prospect of a multi-
billion-dollar writedown that could wipe out its
shareholders’ equity, Japan’s Toshiba is run-
ning out of fixes: it is burning cash, cannot
issue shares and has few easy assets left to sell.

The Tokyo-based conglomerate, which is
still recovering from a $1.3 billion account-
ing scandal in 2015, dismayed investors and
lenders again this week by announcing that
cost overruns at a US nuclear business
bought only last year meant it could now
face a crippling charge against profit.

Toshiba says it will be weeks before it
can give a final number, but a writedown of
the scale expected - as much as 500 billion
yen ($4.3 billion), according to one source
close to Toshiba - would leave the group
scrambling to plug the financial hole and
keep up hefty investments in the competi-
tive memory chip industry, which generates
the bulk of its operating profit. Shareholder
equity, which represents its accumulated
reserves, stood at 363.2 billion yen at the
end of September, already just 7.5 percent
of total assets. Toshiba cannot raise cash by
issuing shares because of restrictions
imposed by the stock exchange after last

year’s scandal. One source close to the mat-
ter said Toshiba had been considering a
share issue of around 300 billion yen, but
the imminent lifting of those restrictions are
now unlikely.

Private equity funding could be an
option, but financial sources and investors
said Toshiba would likely be forced to sell
off more assets and stakes, months after
having sold its two most easily marketable
businesses: white goods and medical
devices. “Toshiba’s immediate problem is
that it is burning cash at an alarming rate,
and this will be more than challenging,” said
Ken Courtis, chairman of Starfort Investment
Holdings. “I see little option but to sell a
slew of non-core assets.” Its loss-making PC
and TV businesses would be poor candi-
dates for sale, while its many cross-share-
holdings are unlikely to fetch enough.
“Toshiba doesn’t have many saleable assets
in hand,” Standard & Poor’s analyst Hiroki
Shibata said after the ratings agency down-
graded Toshiba. “It has mostly sold assets
which have big price tags or that could easi-
ly find buyers already. It would be difficult
to secure big funds through asset sales.”

One source in the semiconductor indus-
try said Toshiba could revive plans to list a
slice of the memory chip business, which
though highly profitable burns through
cash for reinvestment.

“Toshiba will probably need to sell 30-40
percent of the NAND business in an IPO to
secure enough cash,” the source said,
adding China’s aggressive drive into NAND
flash memory chips could make the timing
reasonable.

The group has already said it could
reconsider the “positioning” of its nuclear
business, deemed core last year, and has
signalled it could trim an 87 percent stake.
Toshiba has said it will consider a capital
strategy, but has given no details.

For now, creditor banks are expected to
step into the liquidity breach, betting on
Toshiba’s growing chips business - though
they were blindsided by the news and
expressed concerns over continued gover-
nance and disclosure issues. Some bankers
had been on a factory tour with Toshiba on
the day before the announcement, two of
the banking sources said.  They were told
about the writedown that night. — Reuters

Battered Toshiba out of easy 

options to plug nuclear hole

Asset sales seen a priority, but tough to carry out

WASHINGTON: Twitter on Wednesday
began streaming 360-degree video, allow-
ing users to interact and get behind the
scenes of live broadcasts. 

“Starting today, you can check out live,
interactive 360 videos from interesting
broadcasters and explore what’s happen-
ing with them,” Twitter’s Alessandro
Sabatelli said in a blog post. “You’ll be able
to get an inside look with well-known per-
sonalities and go behind the scenes at

exclusive events.” The first such video was
delivered over Twitter’s live Periscope
application from broadcaster Alex Pettitt,
showing a Florida sunset, while allowing
users to see it from different angles by
clicking on the stream.

“With 360 video on Periscope, you can
experience moments with the broadcaster
and take a look around  —  it’s one step
closer to actually being there,” the
Periscope team said in a blog post.

“Starting today, you’ll be able to join live
360 videos on Periscope and Twitter from
some incredible broadcasters  —  getting
front-row access at exclusive events, travel-
ing to places across the globe, and getting
up close with well-known personalities.”

Earlier this year Facebook began
streaming 360-degree videos, which
require a special set of cameras to capture
surroundings. Twitter said it was testing
360 broadcasts “with a small group of part-

ners,” and will be rolling out the feature
“more broadly during the coming weeks.”

“Live 360 video isn’t just about taking
you to places you’ve never been; it’s about
connecting you with people and letting
you experience something new with
them,” the Periscope team said. “With
these videos, the broadcaster anchors the
experience so you can be present with
them from whatever environment they’re
sharing from.” — AFP

Twitter unveils 360-degree live video


