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WTO paralyzed 
as leaders meet to
defuse US-China 
trade war
GENEVA: As leaders of the world’s top
economic powers seek to defuse ten-
sion over US President Donald Trump’s
protectionist trade policies, they will
search for common ground on reforms
to end a crisis at the institution that
was created to prevent economic dis-
putes escalating into war.

The World Trade Organization is on
the verge of becoming dysfunctional,
just when it is most needed to fulfil its
role as umpire in trade disputes and as
the watchdog of global commerce.

“If we continue along the current
course, the economic risks wil l
increase, with potential effects for
growth, jobs and consumer prices
around the world,” WTO Director
General Roberto Azevedo said last
week.

“The WTO is doing all it can to sup-
port efforts to de-escalate the situa-
tion, but finding solutions will require
political will and it will require leader-
ship from the G20.” 

The WTO has fal len victim to
Trump’s trade war on economic rival
China and the United States has put
pressure on the WTO itself to reform.
Trump is unhappy with the WTO’s fail-
ure to hold Beijing to account for fail-
ing to open its economy as envisioned
when China joined the WTO in 2001.

To force reform at the WTO,
Trump’s team has blocked new
appointments to the world’s top trade

court, the WTO’s Appellate Body which
is now rapidly running out of judges,
meaning it will be unable to issue bind-
ing rulings in trade disputes.

If there are not enough judges, “dis-
putes go into limbo,” former Appellate
Body member Jennifer Hillman said.
Trump imposed tariffs on steel and alu-
minum imports into the United States
earlier this year. Those, and his tariffs
on Chinese imports, have drawn retal-
iatory tariffs, and represent the kind of
dispute the WTO was created to help
resolve.

Numerous countries have filed liti-
gation at the WTO to contest the tar-
iffs. But if the WTO is unable to rule on
them, Trump’s aggressive policies can-
not be deemed to be illegal and could
continue with impunity.

The US government has slapped tar-
iffs on $250 billion of Chinese goods to
force concessions that would change
the terms of trade between the world’s
two largest economies. Chinese and US
officials negotiating easing the trade
tensions were making progress on
Friday at a Group of 20 summit in
Argentina, a Chinese official said.

Court with no judges
The US metals tariffs have caused a

storm because they are based on what
Washington says are national security
concerns, which makes them exempt
from WTO rules. But other countries
dispute the link to national security,
and are challenging it at the WTO.
They fear Trump could use the same
reasoning to put import tariffs on cars
and other goods.

Time is running out because the
Appellate Body now has the minimum
three members it needs to function and
from December 2019 it will be down to

one, so only appeals that get underway
by that date have a prospect of being
resolved. There is a big backlog of cas-
es going through the WTO dispute set-
tlement process, so the metals tariffs
are unl ikely to be ruled on and
appealed within that time frame.

“The new cases of the US duties on
steel and alumnium will not be decid-
ed... they will not finish before (the end
of) 2019,” former Appellate Body mem-
ber Giorgio Sacerdoti said.

Another major dispute at the WTO
concerns the refusal by the European
Union and the United States to recog-
nize China as a “marketeconomy”
whose goods are fairly priced by the
market.

They say the Chinese state’s
involvement in the economy has creat-

ed a steel and aluminum supply glut.
China is pursuing legal action

against the EU. US Trade
Representative Robert Lighthizer has
said a ruling in China’s favor “would be
cataclysmic for the WTO”. That case is
also bogged down. Even if the appeal
lands in time, there is another potential
hitch.

The Appellate Body’s Chinese mem-
ber, Hong Zhao, may have to recuse
herself because of a potential conflict
of interest, which would make it impos-
sible to decide on any appeal in the
case, several  trade experts told
Reuters. “It’s a very difficult situation
for her,” one diplomat said. Chinese,
US, EU and WTO officials declined to
comment on whether or not Zhao
would need to be recused.  —Reuters

BUENOS AIRES: Director General of the World Trade Organization (WTO) Roberto
Azevedo, is welcomed by Argentina’s President Mauricio Macri at Costa Salguero
in Buenos Aires during the G20 Leaders’ Summit yesterday.  —AFP

Wall St rises on 
trade hopes; 
S&P, Nasdaq 
edge higher
NEW YORK: Wall  Street rose on
Friday as investors hoped for progress
on trade in a critical US-China meeting
over the weekend, and the S&P 500
and the Nasdaq posted their biggest
weekly percentage gains in nearly sev-
en years.

The Dow saw its largest weekly
advance in two years. Investors were
encouraged this week by comments by
Federal Reserve Chair Jerome Powell
and subsequent minutes from the cen-
tral bank’s latest meeting that suggest-
ed that the Fed will take a data-driven
rather than ideological approach to
future rate-hikes.

All three major US indexes recorded
modest monthly percentage gains for
November. A Chinese off icial  said
“consensus is steadily increasing” in
trade negotiations between the US and
China as the G20 meeting got under-
way in Buenos Aires, sparking hopes
there would be a positive resolution in

the ongoing tariff dispute between the
world’s two largest economies.

US President Donald Trump is set to
meet with his Chinese counterpart Xi
Jinping yesterday and the outcome
could swing stocks for the rest of the
year. “The three key issues that people
are really focusing on are how dovish
is the Fed going to be going forward,
how are trade relations with China
going to play out, and what’s going on
in the oil markets,” said Charlie Ripley,
senior market strategist for Allianz
Investment Management in
Minneapolis.

“But as we get better news, that’s
helped lift the markets,” Ripley added.
“That’s why we’re seeing a week like
this week.” The Dow Jones Industrial
Average rose 199.62 points, or 0.79
percent, to 25,538.46, the S&P 500
gained 22.4 points, or 0.82 percent, to
2,760.16 and the Nasdaq Composite
added 57.45 points, or 0.79 percent, to
7,330.54.

Of the 11 major sectors in the S&P
500, all but energy ended the session
in positive territory.

Energy stocks fell 0.2 percent as
crude prices extended their slide. But
fal l ing oi l  prices boosted air l ines
stocks. The Dow Jones Airlines index
rose 2.8 percent. Shares of Marriott
International Inc sank 5.6 percent after
the hotel operator said hackers stole

about 500 million records from its
Starwood Hotels reservation system.

General Electric Co shares slid 5.5
percent following a Wall Street Journal
report that former employees are being
questioned by federal investigators
about the company’s fai lure to
acknowledge its insurance business’
worsening results over the years.

Advancing issues outnumbered

declining ones on the NYSE by a 1.17-
to-1 ratio; on Nasdaq, a 1.24-to-1 ratio
favored advancers. The S&P 500 post-
ed 28 new 52-week highs and 6 new
lows; the Nasdaq Composite recorded
49 new highs and 90 new lows.

Volume on US exchanges was 8.39
billion shares, compared to the 7.63
billion average for the full session over
the last 20 trading days. —Reuters

Fix Facebook, 
whether it 
wants to or not: 
Whistleblower
BRUXELLES: Eight months after revealing the links
between Facebook and Cambridge Analytica (CA),
whistleblower Christopher Wylie is pushing for the
internet giant to be regulated — whether it wants
to or not.

He is scathing about Facebook’s “man-child” chief
executive Mark Zuckerberg and the arrogance of the
company he runs. “Facebook knew about what hap-
pened with Cambridge Analytica, well before the Trump
election, well before Brexit, it did nothing about it,”
Wylie told AFP.

“They knew about Russian disinformation cam-
paigns on their platform, but to preserve the integrity
of their reputation, they place their company above
their country.”

Last March, Wylie revealed that data analytics
firm Cambridge Analytica took millions of Facebook
users’ data to build psychological profiles of users.
He knew because he had worked as the company’s
research director.

Targeted political campaign messages were used
both in the US presidential election and in the run-up to
Britain’s 2016 Brexit vote, he said. Zuckerberg, in a
statement issued in March, acknowledged the data
breach but said it had happened without Facebook’s
knowledge or consent. They had acted to ensure it nev-
er happened again, he added.

It is a bewilderingly complex story. But the impor-
tant thing, said Wylie, was to stay focused on the key
facts. “You’ve got a company like CA whose staff were
working in Russia, whose contractors are indicted by
Mueller and whose clients were meeting with (the)
Russian embassy — so Russia’s everywhere in this.”

US Special Counsel Robert Mueller is investigating
alleged Russian interference in the 2016 presidential
campaign. But Wylie’s real anger is directed at
Facebook and Zuckerberg.

“One of the problems is that they have unfortunately
a share structure which enables a ‘man-child’ to run a
company like an authoritarian dictator and no one else
can do anything about it,” he said.

‘Arrogance’ 
Facebook acknowledged on Tuesday that its engi-

neers had flagged suspicious Russian activity as early
as 2014 — long before it became public. But
Zuckerberg still refused to turn up to hearings held by
the British Parliament this week attended by lawmakers
from nine different countries.

Instead, vice president Richard Allan had to field
questions on allegations that the company had been
exploited to manipulate major election results.

For Wylie, Zuckerberg’s no-show in London spoke
volumes. “He has built a platform that has created sub-
stantive risk to our society and to our democracy and
he doesn’t even have one hour to give...,” he said.

Facebook is now being investigated by several US
federal agencies. In Britain, it is appealing a
£500,000 ($637,000) fine handed down by the
Information Commissioner’s Office for serious
breaches of the data protection laws over the
Cambridge Analytica revelations. And earlier this
month, it has had to battle the fall-out from a New
York Times report that it used a public relations firm
to discredit its critics, including billionaire philanthro-
pist George Soros. Facebook’s outgoing communica-
tions chief Elliot Schrage took the blame. —AFP

KUWAIT: Kuwait Finance House KFH’s Chairman
Hamad Al-Marzouq said that the overall financial
position of the GCC banks is positive with solid capi-
talization as reflected by their average capital-asset
ratio of around 18.7 percent, which is well above the
minimum regulatory requirements.

“The asset quality of the GCC banks is quite sound
with non performing financing NPFs ratio at around
3.2 percent. In Kuwait, for example, this ratio is lower
at around 2 percent. Also, The GCC banks have
healthy return on equity delivering around 12.7 per-
cent,” Al-Marzouq added in the inaugural seminar of
TCB Gulf Center in the Kuwait Chamber of Commerce
and Industry. 

He said that one of the
most important challenges
facing the global markets lies
in the increase of debt over a
short period of time, indicat-
ing that the high level of debt
is due to the very loose mon-
etary environment. Posing
significant risks at all levels-
whether individuals, compa-
nies or lenders especially
developing countries, the
global debt has risen from
$87 trillion in 2000 to $ 247 trillion by the end of 2017. 

“I have seen companies and countries with junk
quality issues being oversubscribed by about 15 times.
I think this will impact the emerging markets,” Al-
Marzouq added.

“Coming to the key challenges facing the GCC
banks, I see that the main challenge lies in the operat-
ing activities growth. Going forward, I believe that the
banks will not be able to achieve similar growth rates
to those they recorded over the past decades. The

main reason is  the lack of government expenditure
which is the main engine and the key provider for eco-
nomic activity in the GCC.” He explained.

Al-Marzouq added that when oil prices were very
volatile, GCC governments responded to those devel-
opments by tightening up the projects. This has
reflected negatively on the economic growth in gener-
al. He noted that it is very difficult for the private sec-
tor to plan going forward because of the volatile oil
prices which in turn impact the government spending
and show a structural imbalance in the GCC
economies.

With the large expected participants in the future
workforce, Al-Marzouq stressed that generating jobs

during the coming period
poses a major challenge that
these GCC countries can
handle only through privati-
zation.  “We have seen the
privatization law approved
by the parliament almost 8
years ago, but the program
has not been activated since
then,” he added.

“Another challenge the
GCC banks face is  that of
accommodating  the changes

in the consumer behavior, in terms of spending
through cashless financial transactions. There are
forecasts that these cashless financial transactions are
going to dominate at least 80 percent of total transac-
tions in the next 5 years. This is quite significant.” Al
Marzouq explained. 

He recommended that the GCC banks should
upgrade their strategies and update their payment
methodologies in order to adapt to the new reality.

In this regard, Al-Marzouq pointed to the growing

use of KFH e-channels by customers in recent years.
The Conference Board Gulf Center for Economic and
Business Studies (the “TCB GulfCenter”) is part of an
expansion program in the GCC region. The
Conference Board was founded in May 1916 by some

of the most prominent business leaders in the United
States at that time. TCB has been on the forefront of a
century of transformations in economic metrics, cor-
porate governance and human capital practices that
have shaped the global economy we know today.

The use of KFH e-channels has grown in recent years
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NEW YORK: The closing numbers are displayed after the closing bell of the Dow
Industrial Average in New York.  —AFP


