
Risk appetite diminishes in an
era of sanctions, trade tariffs

Trump’s trade war with China 
may backfire on meat imports
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hit by worst drought in decades 1412 13
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BERLIN: German Economy Minister Peter Altmaier has
sharply criticized US President Donald Trump’s tariffs and
sanctions policies, saying such measures were destroying jobs
and growth and that Europe would not bow to US pressure
regarding Iran.

The United States has triggered a bitter tit-for-tat trade
dispute with import tariffs meant to protect American jobs
against what Trump calls unfair trade practices from China,
Europe and other countries.

Trump’s determination to push ahead with sanctions on
Tehran which also target European companies doing business
with Iran has opened another battle front. “This trade war is
slowing down and destroying economic growth - and it cre-
ates new uncertainties,” Altmaier told Bild am Sonntag news-
paper, adding that consumers suffered the most because
higher tariffs were driving up prices.

Altmaier lauded the agreement reached by European

Commission President Jean-Claude Juncker during negotia-
tions with Trump last month, saying the interim deal had
saved hundreds of thousands of
jobs in Europe.

The US and the European
Union are embroiled in a spat
after Trump imposed tariffs on
aluminum and steel imports and
Brussels responded with retalia-
tory tariffs on some US goods.
Trump had also threatened to
impose tariffs on EU auto imports
but reached an agreement to hold
off on taking action after meeting
with Juncker at the White House
last month. “The agreement between the EU and US can only
be a first step. Our goal is a global trade order with lower tar-

iffs, less protectionism and open markets,” Altmaier said.
Turning to the US sanctions against Iran, the minister said

Germany and its EU allies would
continue to support companies
doing business with Iran despite
US pressure.

“We won’t let Washington
dictate us with whom we can do
business and we therefore stick
to the Vienna Nuclear Agreement
so that Iran cannot build atomic
weapons,” Altmaier said.

German companies should be
allowed to continue to invest in
Iran as much as they want and

the German government is looking for ways together with
its European allies to ensure that financial transactions

could still take place, he added. Several European compa-
nies have suspended plans to invest in Iran in light of the
US sanctions, including oil major Total as well as carmakers
PSA, Renault and Daimler. German business associations
have warned that companies are increasingly suffering from
Trump’s sanctions policies - including those against Iran -
as well as the tariffs he is imposing in the escalating trade
conflict with China.

The trade and sanctions disputes are clouding the
growth outlook for Germany, Europe’s largest economy, but
Altmaier said he nonetheless expected strong growth this
year due to vibrant domestic demand, record-high employ-
ment and rising wages. The Federal Statistics Office will
publish preliminary gross domestic product figures for the
second quarter tomorrow, with analysts expecting the quar-
terly growth rate to pick up to 0.4 percent after 0.3 percent
in the first quarter. — Reuters
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KUWAIT: A Kuwaiti counts two-hundred Turkish lira banknotes at a currency exchange in Kuwait yesterday. The value of the Turkish lira dropped significantly this week after the US imposed
sanctions against Ankara. — Photo by Yasser Al-Zayyat

Russia says 
will ditch US
securities 
amid sanctions 
MOSCOW: Russia will further decrease its
holdings of US securities in response to
new sanctions against Moscow but has no
plans to shut down US companies in Russia,
Finance Minister Anton Siluanov said on
state TV yesterday, RIA news agency
reported.

On Friday, Prime Minister Dmitry
Medvedev said Russia would regard any
US move to curb the activities of its banks
as a “declaration of economic war” and
would take retaliatory action.

Washington said on Wednesday it would
impose fresh sanctions by the end of
August after it determined that Moscow
had used a nerve agent against a former
Russian agent and his daughter in Britain,
sending Russia’s ruble currency to a two-
year low. Speaking on a weekly TV talk
show, Siluanov said the new US sanctions,
some of which could restrict purchases of

Russian government bonds, were “unpleas-
ant but not fatal”. “We have lowered to the
minimum level and will further decrease our
investment in the US economy, in the US
securities,” Siluanov said, shedding light on
the nature of an unexpected drop in
Russia’s holdings of U.S. Treasury bonds.

Russia has ditched its holdings of US
Treasuries in the past few months as rela-
tions between Moscow and Washington
have deteriorated, data showed last month.

Russia will also have more settlement in
rubles and other currencies, such as the
euro, than in dollars, Siluanov said.
“Eventually, this will negatively impact US
investors. But we are not planning now any
limitations such as shutting down
McDonalds,” Siluanov said. He referred to
calls by some lawmakers to shut down
prominent US companies in Russia starting
from 2014, when relations with the West
soured over Russia’s annexation of Crimea
and its role in Ukraine’s crisis.

“Our citizens work in these companies,
these companies pay taxes into the budget
of our country,” Siluanov said. While admit-
ting that US sanctions would boost inflation
in Russia as they hurt the ruble, Siluanov
said there were no plans to ban using the
dollar in Russia. “Of course, the government
has no such plans. That would be a step to
an impasse.” — Reuters

China struggles to 
defuse anger over 
P2P lending crisis
BEIJING: Peter Wang was asleep at his home in
Beijing last Monday when police officers arrived
before dawn to detain him, saying he had helped
organize a protest planned for later that day.
Across the city, others who had lost money
investing in China’s online peer-to-peer (P2P)
lending platforms - including some who had trav-
elled from as far away as Shandong and Shanxi
provinces - got similar visits from police.

By the time they were released, the demonstra-
tion they had planned using social media chat
groups had fizzled amid a massive security
response around the China Banking and Insurance
Regulatory Commission (CBIRC) headquarters in
the heart of Beijing’s financial district. Instead of
demanding that the government bail out the hun-
dreds of collapsed P2P companies, those who
made it to the protest area were forced onto bus-
es and carted away to Jiujingzhuang, a holding
center for petitioners on the outskirts of Beijing,
according to two P2P investors.

“Once the police checked your ID cards and
saw your petition materials, they knew you are
here looking to protect your rights. Then they
put you on a bus directly,” said Wang, who works
at an auto repair shop. He joined a separate,
smaller protest in a different part of Beijing after

his detention. “There was no channel to solve any
problems. All they care about was preventing any
disturbance.” The size of China’s P2P industry is
far bigger than in the rest of the world combined,
with outstanding loans of 1.49 trillion yuan
($217.96 billion), according to data tracker
p2p001.com, run by the Shenzhen Qiancheng
Internet Finance Research Institute.

P2P, in which platforms gather funds from
retail investors and loan the money to small cor-
porate and individual borrowers, promising high
returns, started flourishing nearly unregulated in
China in 2011. At its peak in 2015, there were
about 3,500 such businesses.

But after Beijing began a campaign to defuse
debt bubbles and reduce risks in the economy,
including the country’s enormous non-bank lend-
ing sector, cracks began to appear as investors
pulled their funds.

Since June, 243 online lending platforms have
gone bust, according to wdzj.com, another P2P
industry data provider. In that period, the indus-
try saw its first monthly net fund outflows since
at least 2014, the data provider said. The latest
burst of anger, which led to the planned protests,
flared up ahead of a June 30 deadline for compa-
nies to comply with new business practice stan-
dards, which are still being finalized.

Many of them shut down rather than face
tougher regulations, Zane Wang, chief executive
of online micro-loan provider China Rapid
Finance, told Reuters.

That caused panic in the broader market.
Investors tried to pull funds from P2P companies,
causing liquidity problems for many smaller

operators, Wang said, although larger ones are
faring better. “Some platforms might become a
winner out of this, and some platforms, probably
a large portion of the platforms, might not be
able to make it,” he said.

China’s propaganda machine has swung into
action as Beijing seeks to reassure people that
the Chinese economy and financial markets are
healthy despite a trade war with the United
States and steep declines in the value of stock
prices and the yuan. No mainland Chinese media
- official mainstream papers or more independ-
ent-leaning publications - reported the attempts
to protest in China’s capital.

Many would-be protesters were forced to
give fingerprints and blood samples and prevent-
ed from travelling to Beijing. Some were even
removed from Beijing-bound trains ahead of the
protests, said a Shanghai-based P2P investor
who lost 1.3 million yuan. She declined to be
named out of fear for her safety. Even after the
demonstrations were effectively snuffed out,
hundreds of security personnel patrolled around
CBIRC’s office, highlighting authorities’ sensitivi-
ty to any form of social instability.

The CBIRC did not respond to an emailed
request seeking comment. The Ministry of Public
Security did not respond to a fax seeking com-
ment. On Sunday, state media outlet Xinhua
reported that the government has proposed 10
measures to reduce risk in the P2P sector,
including a strict ban on new P2P companies and
online finance platforms, and a blacklist under
China’s social credit rating system for those who
don’t repay their loans. — Reuters


