
GENEVA: The World Trade Organization
on Friday rejected most of Russia’s chal-
lenge to European Union energy sector
rules barring a single company from con-
trolling both transmission and supply
assets.  Russia initiated the complex case in
2014, arguing that the EU’s bid to create
separation between energy producers and
energy distributors was discriminatory. 

But WTO dispute panel dismissed
Russia’s claim, finding that the measures
were allowed under the 164-member orga-
nization’s rules.

Moscow had filed the case on behalf of
its state energy giant Gazprom, a major
supplier of gas to the bloc.  The EU has
maintained that its “unbundling” rules were
a legal attempt to prevent one company
from acquiring too much control while
ensuring open market competition. 

But some, notably in Moscow saw the
provisions first adopted in 2009 as a tar-
geted strike to reduce Europe’s reliance on
Gazprom, which had become a dominant
player in the market, especially among for-
mer Communist countries. 

“This is an important positive outcome
for the EU,” the European Commission said
in a statement welcoming Friday’s ruling. 

Moscow did secure a partial victory

however, as the panel agreed that certain
caps imposed on Russian energy firms by
Crotia, Hungary and Lithuania violated
WTO rules.  Both sides have up to 60 days
to appeal. Russia’s economy grows further
in second quarter.

Growth picks up
Russia’s economy saw year-on-year

growth of 1.8 percent in the second quarter
benefitting from rising oil prices and
despite increasingly harsh US sanctions,
the national statistics agency Rosstat said.

Russia’s economy expanded by 1.3 per-
cent in the first quarter of the year com-
pared to the same period of 2017, after two
years of recession in 2015 and 2016. The
return to growth seen in 2017 has contin-
ued this year despite the announcement in
April of new US sanctions over Russia’s
alleged meddling in 2016 presidential elec-
tions won by Donald Trump. 

This week Washington has announced
further tough sanctions, this time over the
nerve agent poisoning in Britain of former
Russian double agent Sergei Skripal and
his daughter.

In addition to these sanctions, which
prevent the exports to Russia of certain
“national security sensitive” technologies,

the US could also impose a second round
of sanctions that would be much broader
and that a senior US State Department
Official described as “draconian.”

Fears over the currency caused the ruble
to fall sharply, hitting levels against the dol-
lar not seen for two years on Friday,
although the central bank predicted the
volatility would be temporary.

Oil and gas prices saw growth at the
start of the year and Russia remains highly
dependent on exports of its energy
resources.  The 2014 collapse in oil prices
along with Western sanctions over the
Ukraine conflict plunged Russia’s economy
into a prolonged recession that severely hit
consumers’ purchasing power.

Research consultancy Capital
Economics said in a Friday report that “the
conditions are in place for the recovery to
strengthen in the next few quarters.” It
predicted that “lower inflation and labor
market improvements should boost con-
sumer spending.”

Meanwhile “on the production side, we
think that the economy will be boosted by
an increase in oil output,” it predicted, after
exporters in June agreed an output rise.

While Russia has emerged from the
longest recession seen under President

Vladimir Putin’s rule, growth is still far from
the 4 percent annual target he announced in
March, along with a goal to cut the number
of those living in poverty by half. The IMF
has predicted 1.7 percent growth for Russia
over 2018. In May it voiced concern at

Russia’s “shrinking” share in the global
economy and failure to reach higher income
levels. It said the authorities have to intro-
duce structural reforms to address problems
such as the ageing population and encour-
age a stronger private sector. — AFP 
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US-Mexico NAFTA
talks drag on as
autos sticking
points emerge 
WASHINGTON:  Talks between the United
States and Mexico over the future of the North
American Free Trade Agreement were set to
drag into next week, as auto industry officials
said on Friday that new sticking points had
emerged over President Donald Trump’s threat
to impose steep automotive tariffs. Auto industry
officials familiar with the talks said the Trump
administration wants the ability to impose
national security tariffs on future Mexican pro-
duction from new auto assembly and parts
plants.

These officials said US negotiators had essen-
tially agreed that a new NAFTA trade deal would
exempt existing Mexican auto plants from any
“Section 232” tariffs that Trump may impose.

But the US negotiators do not want to apply
the same guarantees to new Mexican auto
plants, the officials said, as the potential threat of
25 percent tariffs would discourage new auto-
motive investment in Mexico to serve the US
market. At Trump’s direction, the Commerce
Department in May launched a probe into
whether imports of cars, trucks and auto parts
pose a national security risk, invoking the same
1962 trade law used to justify broad tariffs on
steel and aluminum-including those imposed on
Canada and Mexico.

Administration officials and congressional
aides have said the car tariff probe, like the met-
als tariffs, in part is aimed at winning concessions
during ongoing NAFTA renegotiation talks.

Trump late on Friday tweeted that a “deal

with Mexico is coming along nicely. Autoworkers
and farmers must be taken care of or there will
be no deal,” adding that Mexican president-elect
Andres Manuel Lopez Obrador “has been an
absolute gentleman.”

Trump added that Canada “must wait” to
rejoin the NAFTA talks. “Their Tariffs and Trade
Barriers are far too high. Will tax cars if can’t
make a deal!” Trump tweeted.

Adam Austen, a spokesman for Canadian
Foreign Minister Chrystia Freeland, who is lead-
ing NAFTA trade talks for Canada, said the min-
ister was in regular contact with her Mexican
and U.S. counterparts. “We’re glad Mexico and
the US continue to work out their bilateral issues.
It’s the only way we’ll get to a deal,” Austen said. 

Issues to work out 
Mexican Economy Minister Ildefonso Guajardo

told reporters in Washington on Friday his talks
with US Trade Representative Robert Lighthizer
would resume next week, but there were still many
bilateral issues to work out before Canada could
rejoin the talks. Asked about progress on autos
rules of origin, he said: “Nothing is close until
everything is close, but there are items in every
element that is being discussed.”

Guajardo said that once bilateral US-Mexican
issues were resolved, Canada could rejoin the
talks to work on tri-lateral issues. He said this
could take place in “the next few days or weeks.”

Industry officials also said the US team had
barely moved from its demands last May of a 75
percent overall regional content threshold with
40-45 percent content from high-wage zones-
effectively the United States and Canada-with
the only substantial change a slightly longer
phase-in time. — Reuters

EU Commissioner Gunther Oettinger

WASHINGTON DC: (L-R) Mexican Foreign Minister, Luis Videgaray, and Mexican Economy
Minister, Idelfonso Guajardo, leave the United States Trade Representative (USTR) Office
building after meeting with US officials resuming negotiations on the North American Free
Trade Agreement (NAFTA), in Washington DC, on Friday. — AFP

World Bank to issue world’s
first blockchain bond
WASHINGTON:  The World Bank is taking a step into the brave new
world of digital finance to sell the first-ever bond to be issued entirely
using blockchain technology, the bank announced Friday.

More than just funds, the World Bank aims to gain experience using
blockchain-a digital public registry of transactions-that could lead to “a
golden future” for financial services for developing nations, a bank offi-
cial told AFP. The technology is most often associated with cryptocur-
rencies-like bitcoin-which often raise suspicion about their reliability and
volatility, as well as their use for criminal purposes.

But because there as yet is no central bank-backed digital currency in
existence, the two-year blockchain bond will rely on real-world money:
Australian dollars. The Washington-based development lender aims to
raise about Aus$50 million (about $36 million), although it could be dou-
ble that if more investors get involved before the bond is finalized the
week of August 20.

“Since our first bond transaction in 1947, innovation and investor sat-
isfaction have been important hallmarks of our success with leveraging
capital markets for development,” World Bank Treasurer Arunma Oteh
said. “Today, we believe that emerging technologies, equally offer trans-
formative, yet prudent possibilities for us to continue to innovate,
respond to investor needs and strengthen markets.”

The transaction is the brainchild of the World Bank’s innovation lab,
which has been working on the issue for nearly a year, together with the
Commonwealth Bank of Australia.

The institution also partnered with Microsoft, which will ensure the
platform and software are “solid, bug free, and have no vulnerabilities to
attack,” said Paul Snaith, manager of the World Bank’s Treasury
Operations Capital Markets. He said use of blockchain could improve
transparency, since it is public, and cut down on transaction time since
the bonds eventually will be exchanged instantaneously for cash. For
now, though, investors still have to register and all cash will be transmit-
ted separately from the blockchain through “normal channels,” the old
fashioned way. The two-year life of the blockchain bond will provide
“quite a few learning events and opportunities,” he said. — AFP 

Kazakh leader touts
port on China’s
‘Silk Road’
KURYK, Kazakhstan: Kazakh leader Nursultan
Nazarbayev yesterday hailed a newly modernized
Caspian Sea port which the ex-Soviet country hopes
will link up to China’s massive “Belt and Road” infra-
structure project. Speaking at the Caspian port of
Kuryk, 78-year-old Nazarbayev said Kazakhstan was
investing in such transport hubs to benefit from the tril-
lion-dollar project championed by Chinese leader Xi
Jinping that aims to be a modern version of the ancient
Silk Road trading routes.

“Investing in transport infrastructure makes our
economy more competitive in multiple ways,”
Nazarbayev said.  “We are providing a stimulus to the
trade routes of the revived Silk Road,” he told busi-
nessmen and delegate from nearby countries. 

Kazakhstan has tied its economic future to neigh-
boring China by investing heavily in road, rail and port

infrastructure that will facilitate trade going west from
China. The Kuryk port is one of two Kazakh ports posi-
tioned as hubs for trade between Asia and Europe. The
other larger port is Aktau, some 100 kilometers (62
miles) to the north. 

Kazakhstan expects 4.5 million tons of goods to
pass through Kuryk by the end of 2018, three times
more than last year. Growing capacity at the two ports
is also important to Kazakhstan’s oil industry, although
Nazarbayev stressed that diversifying the economy
away from crude and other raw commodities was a pri-
ority. “We are working on an innovative industrial pro-
gram that differs from the raw materials (economy),
vulnerable to price plunges and volatility,” he said.

Nazarbayev was speaking ahead of a landmark sum-
mit today on the legal status of the Caspian Sea, follow-
ing more than two decades of diplomatic wrangling
between the bordering countries: Azerbaijan, Iran,
Kazakhstan, Russia and Turkmenistan. The five coun-
tries’ leaders are expected to sign a breakthrough
agreement on the status of the Caspian Sea, easing
regional tensions and potentially facilitating new lucra-
tive oil and gas projects.  Nazarbayev said yesterday he
expected a “historic decision,” Russia’s RIA Novosti
news agency reported. — AFP

Chinese media
keep up drumbeat
of criticism of US
SHANGHAI: China’s state media continued a
barrage of criticism of the United States yester-
day as their tit-for-tat trade war escalated, while
seeking to reassure readers the Chinese econo-
my remains in strong shape.

Commentaries in the People’s Daily, China’s
top newspaper, likened the United States to a
bull in a China shop running roughshod over the
rules of global trade and said that China was
“still one of the best-performing, most promising
and most tenacious economies in the world.”

The commentaries come as trade tensions
between the two countries intensify. China said
this week it would put an additional 25 percent
tariffs on $16 billion worth of US imports in
retaliation against levies on Chinese goods
imposed by the United States. One commentary
accused the United States of “rudely trampling
on international trade rules” and not taking into
account China’s lowering of tariffs and continued
opening of its economy, among other things.

“People of insight are soberly aware that so-
called ‘America first’ is actually naked self-inter-
est, a bullying that takes advantage of its own
strength, challenges the multilateral unilaterally,
and uses might to challenge the rules,” it read.

Another commentary argued that the
Chinese economy was stable and was expected
to remain so. — Reuters


