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HONG KONG: Some businesses in Asia are brac-
ing for the unexpected as President Donald Trump
traverses the region and meets with the leaders of
major US trading partners. Exporters are appre-
hensive, given Trump’s penchant for unpredictabili-
ty, his vehement dislike for swollen US trade
deficits, and his threats to rip up trade deals.

Trump began his tour in Japan, where he vowed
to reshape the trading relationship, saying it’s “not
fair and it’s not open.” He stopped in South Korea
yesterday and will next travel to China, Vietnam
and the Philippines, including stops at three
regional summits. That allows him plenty of
chances to showcase his assertive style and make
off-the-cuff remarks that could leave his hosts and
adversaries scrambling to react.

Trump’s tendency to make impromptu

announcements and his frequent threats to punish
trading partners have brought heightened uncer-
tainty to overseas presidential visits that tradition-
ally are meticulously choreographed, said Rick
Helfenbein, president of the Washington-based
American Apparel & Footwear Association trade
group. “We have an unscripted president going
into a scripted environment, so you never know
what he’s going to do,” he said. 

Trump may announce some big deals by US
companies selling to China to help lower the trade
deficit, said Jake Parker, vice-president of the US-
China Business Council in Beijing, a group seeking
fair access to China’s market. Or he might opt for a
harder line, such as trade investigations that could
invite retaliation. “Our companies are frankly con-
cerned about the types of retaliation that would

come along with a more assertive China strategy,”
Parker said. There are fears any Chinese govern-
ment retaliation “would be very visible, and would
target high profile US brands that are operating in
China.” “Our companies frankly don’t want to be
caught in that kind of crossfire,” he said.

Export manufacturers already are on “high
alert” over possible disruptions to their global sup-
ply chains because of stalled talks with Canada and
Mexico on revising the North American Free Trade
Agreement, Helfenbein said. Trump has blasted
NAFTA as a job-killer and wants it revamped or
else he may pull out. That’s left companies in North
America looking for alternative manufacturing
locations, Helfenbein said.

“Right now what looks stable to them is Asia,”
Helfenbein said. “If Asia gets disrupted by this

president’s trip then, oh my God. What are these
companies going to do? Because that’s part of
their strategic planning and strategic thinking.”

For some manufacturers, like Hong Kong LED-
bulb maker Keyart Industries Ltd., there’s little to
do but wait and see what happens. “It’s out of our
control,” said General Manager Brian Lau. “We’re
worried but there’s nothing we can do about it.”
He said hopefully the “trade is going be there” no
matter who is president. 

Keyart’s joint venture plant in southern China’s
factory heartland of Guangdong province exports
to the US and Europe. For electronic and electrical
goods makers, moving operations would be diffi-
cult because of China’s vast and intricate supplier
network. “Americans don’t really make these
lamps, so where are you going to buy them

from?” Lau said. If the US slaps tariffs on
Chinese-made goods, “the cost is ultimately going
to be put back on customers.”

Bigger worries 
Other manufactures shrugged off Trump’s

threats, saying they have bigger concerns, such
as brutal competition from local rivals. “What can
he do about it? Business, it recognizes only prof-
it,” said Shaun Cai of Ceeport Samaf, a
Guangdong toilet maker that exports to the US,
Australia, Southeast Asia and the Middle East.
Exchange rates, specifically the dollar’s weakness
against the Chinese yuan over the past year, are
another headache. “When the rate comes down
we get less (yuan from dollars) and we’re losing
money,” Cai said. — AP
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TOKYO: In this Nov 5, 2017, file photo, US President Donald Trump (left) and first lady Melania Trump arrive at Yokota Air Base, in Fussa on the outskirts of Tokyo. Some businesses in Asia are bracing for the
unexpected as Trump traverses the region and meets with the leaders of major US trading partners. — AP

DUBAI/LONDON: Investors hope the sweeping
anti-graft probe ensnaring some of Saudi
Arabia’s top politicians and businessmen is a sign
of reform but those holding its bonds worry
about instability.

Saudi stocks recovered their losses after the
wave of arrests over the weekend, but bonds
came under pressure as investors pondered the
outlook for the kingdom.  Saudi Arabia embarked
on an ambitious reform program including fiscal
reforms and a massive privatization program 16
months ago in a quest to shift its $690 billion
economy away from dependency on oil and
entice investors.  King Salman announced late on
Saturday the creation of a new anti-corruption
committee chaired by Crown Prince Mohammed
bin Salman. In hours that followed, news emerged
that dozens of politicians and a number of senior
princes - including billionaire Prince Alwaleed
bin Talal - had been detained on corruption
charges. “In times of fundamental change it is to
be expected that it won’t be a smooth ride - it
never is,” said Roy Scheepe, senior portfolio
manager for emerging market debt at NNIP, who
holds some Saudi debt.  “But the notion that even

countries like Saudi can’t go on indefinitely in the
old way, but also has to act on diversifying its
economy and future revenue sources, is wel-
come.” The purge rattled Saudi stock markets in
the first hours of trading on Sunday, as some
investors feared that those caught in the crack-
down could be asked to dump their assets. 

But equities rebounded later in the day, as the
government’s move was seen as strengthening
the crown prince’s authority and his ability to
push through economic reforms. The main stock
index has risen 0.5 percent since Thursday’s
close. “It is a positive development ... we see it as
part of the transformation of Saudi into a more
modern economy,” said Fabiana Fedeli, head of
global fundamental equities at Robeco in the
Netherlands, adding that the pull-back had been
limited.  “At this point in time, one needs to give
them the benefit of the doubt that this latest
move will also be in the direction (of moderniza-
tion). However, we need more clarity on what
happened.” Hasnain Malik, global head of equity
research at investment bank Exotix Capital,
agreed that the consolidation of power was nec-
essary, at least in the short term. “Further out,
economic performance will ultimately determine
how the grip on power is loosened,” he said.  

Jittery bonds 
However, bond investors took a more cautious

view. Saudi Arabia’s dollar-bonds came under
pressure as well as the country’s debt risk, meas-
ured by the cost of insuring against a possible
debt default.  Yields on the $6.5 billion dollar-
denominated bond maturing in 2046 widened
about 8 basis points. Saudi Arabia’s five-year
credit default swaps widened by only a couple of

points in the early hours of trading, moving to 84
basis points from 82 bps at Friday’s close, still far
below the 117 bps level reached in July, according
to IHS Markit data.

“This is about political instability, not about
corruption,” said Marcus Chenevix, MENA ana-
lyst at TS Lombard, adding the arrest of Prince
Alwaleed was “hugely concerning”.  “What it
tells investors is that Saudi politics can’t be
ignored. And that’s worrying because Saudi poli-
tics is a black box.” Given the lack of detail on
the arrests as the crackdown widened on
Monday, some fund managers expected no let up
for Saudi bonds.

“Spreads are likely to drift wider as investors
wait for additional color on the arrests,” said
Janelle Woodward, president and portfolio man-
ager at Taplin, Canida and Habacht, part of BMO
Financial Group, who holds Saudi debt.  But for
others, such as Carmen Altenkirch, emerging mar-
ket sovereign analyst at Axa Investment
Managers, it was time to look past the current
events. “While the young prince’s brash approach
to politics may sit uncomfortably with those used
to a subtler from of politicking, the corruption
clampdown is merely the next piece in the puzzle
that should ultimately see the 32-year old prince
take power when the king abdicates,” Altenkirch
said in a note to clients. The Saudi riyal also
weakened in the forward market, with the 12-
month US dollar/riyal forwards quoted as high as
183 points against 129 points last week. The
crackdown came almost two weeks after Saudi
Arabia hosted a major investment conference in
Riyadh, where it announced big new projects and
investment partnerships as part of efforts to
diversify the economy away from oil. — Reuters
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BRUSSELS: European Union finance ministers
wrangled yesterday over differences in plans to
reform the euro common currency in the wake
of last year’s shock Brexit vote. The ministers
were laying the groundwork for a leaders’ sum-
mit on December 15 that will discuss proposals
by French President Emmanuel Macron and
European Commission chief Jean-Claude
Juncker.

The 27 EU ministers-minus Britain-dis-
cussed three key issues that go to the heart of
making the euro more politically and economi-
cally unified, so it is more resilient against
future crises. They zeroed in on creating a
eurozone rainy day fund, simplifying the EU’s
budgetary discipline rules and finally complet-
ing a “banking union” that removes restrictions
between lenders across the bloc. “We will try
to boil it down so that we can report to the
European leaders in December,” said Jeroen
Dijsselbloem, who heads the Eurogroup of 19
countries that use the single currency, after the

discussion. But Britain was left out in the cold
as it is set to leave the EU in 2019 before most
of the planned reforms will take effect.

Annual budget? 
One of the most complex challenges will be

simplifying rules for national budgets, which
eurozone governments have to keep under
tight control to escape sanctions from Brussels.
But if the Europeans agree on the need for
reform, they are divided on how to achieve it
with France traditionally taking a more easy-
going line than Germany, which cherishes a
balanced budget.

“Debt will become more and more the
issue,” said Dijsselbloem, with public debt levels
in several countries more than double the EU
limit. The question of the eurozone building
common spending power, an old idea recently
dusted off again by Macron, is also complicat-
ed. Paris wants a big budget as a show of
European solidarity in the face of financial
shocks, whereas Juncker wants to make it small
and symbolic-a line favored by the Germans.
“We don’t need an annual budget for that,” said
Juncker-ally Klaus Regling, the head of the
European Stability Mechanism, the eurozone’s
current rescue fund, though he said a debate was
still needed. Banking union and a system of
deposit guarantees to prevent bank runs will also
be on the agenda, with the EU keen to finally fin-
ish plans that have been on the drawing board
since the eurozone debt crisis started. —AFP
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