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Russia faces higher 
inflation, economic 
slowdown in 2019
MOSCOW: Russia’s economy will hit some
speed bumps in 2019 and inflation will rise, a
Reuters monthly poll showed yesterday, due to
risks of new sanctions, a weaker ruble and a
planned tax increase. Russian economic
growth has been below the global average in
the past few years, hampered by a weak and
volatile currency, a drop in oil prices, and by
sanctions first imposed by the European Union
and the United States in 2014 after Russia’s
annexation of Crimea.

Russia’s seizure of three Ukrainian navy ves-
sels in November prompted calls for more sanc-
tions on Moscow. The EU decided against
further measures but extended its existing ones
targeting Russia’s defence, energy and banking
sectors, until mid-2019.

Several times in 2018, Washington has
raised the possibility of more sanctions for
what has called Moscow’s “malign activities”,
with new penalties possibly targeting holdings
of Russian state debt.

“The main risks are related to sanctions,”
said Oleg Kouzmin, chief economist at Renais-
sance Capital.

After expanding by 1.7 percent in 2018,
Russia’s gross domestic product is seen grow-
ing by 1.4 percent in 2019, the consensus fore-
cast of 17 analysts and economists showed.
This is below the World Bank’s estimate that
the global economy grew 3.1 percent in 2018.
“The next year will be tough. Economic growth
will slow amid an increase to the value-added
tax (VAT), higher inflation and lending rates,”
Kouzmin said.

The planned VAT hike to 20 percent from 18
percent is expected to fuel consumer inflation,
the central bank’s main remit. The central bank
had to raise rates twice in the second half of
2018 in a pre-emptive move to avoid a spike in
inflation. But the Reuters monthly poll showed
analysts expected inflation to exceed its 4 per-
cent target and to accelerate to 5 percent by the
end of 2019.

In 2019, the central bank is seen keeping the
key rate unchanged at 7.75 percent but poll
forecasts varied from 7.50 to 8.25 percent. “The
sanctions risks together with substantially lower
oil prices could anchor the ruble at low levels,
which will add upside pressure on inflation,”
said Tatiana Evdokimova, chief economist at
Nordea Bank in Moscow. —Reuters

BEIJING: Chinese telecoms giant Huawei expects
to see a 21 percent rise in revenue for 2018, its
chairman said yesterday despite a year of “unfair
treatment” which saw its products banned in sev-
eral countries over security concerns. 

Huawei would report sales revenue of $108.5
billion, up 21 percent year-on-year, rotating chair-
man Guo Ping said in a New Year message to
staff. Guo also said the firm had signed 26 com-
mercial contracts for its 5G technology despite
what he described as a year of “incredibly unfair
treatment”.

“Huawei has never and will never present a se-
curity threat,” Guo wrote in the message titled
“Fire is the Test of Gold”. “Setbacks will only makes
us more courageous, and incredibly unfair treat-
ment will drive us to become the world’s number
one,” he added.

The company has been under fire this year, with
Washington leading efforts to blacklist Huawei in-
ternationally. A top Huawei executive was also ar-
rested in Canada earlier this month at the request
of the US, which is engaged in a bruising trade war
with China.

This month, Britain’s largest mobile provider BT
announced it was removing Huawei equipment
from its 4G cellular network after the foreign intel-
ligence service singled out the company as a se-
curity risk.

In November, New Zealand’s intelligence
agency barred Huawei equipment in the rollout of
the country’s 5G network on the same grounds.

Australia and the United States also enacted

similar bans earlier this year, leaving Canada the
only country in the “Five Eyes” intelligence net-
work not to take steps against the Chinese firm.

Huawei founder Ren is a former People’s Liber-
ation Army engineer and there are concerns of
close links with the Chinese military and govern-
ment, which the firm has constantly denied.

Last week, the Chinese tech firm sought to dis-
pel the fears around its technology by taking the
unprecedented step of opening its research and
development labs to media. “Banning a particular
company cannot resolve cybersecurity concerns,”
Huawei’s rotating chairman Ken Hu told reporters.

Clean record
Meanwhile, chief financial officer Meng

Wanzhou, who was arrested on December 1, is
fighting extradition to the US where she faces
charges of violating Iranian trade-related sanc-
tions. She has been released on bail and is now liv-
ing under electronic surveillance in a luxury home
in Vancouver. Following her arrest, two Canadians
were detained in China on grounds of national se-
curity in what has largely been seen as retaliation
for Meng’s case. 

Meanwhile, British Defense Secretary Gavin
Williamson has warned of his “very deep con-
cerns” about Chinese technology giant Huawei
being involved in the use of 5G on Britain’s mobile
network,  The Times reported Thursday.

“I have grave, very deep concerns about
Huawei providing the 5G network in Britain.
It’s something we’d have to look at very

closely,” Williamson was quoted as saying by
the newspaper.

“We’ve got to look at what partners such as
Australia and the US are doing in order to ensure
that they have the maximum security of that 5G
network,” he said.

“We’ve got to recognize the fact, as has been
recently exposed, that the Chinese state does
sometimes act in a malign way,” he said.
Williamson’s comments echo similar warnings
from MI6 spy agency chief Alex Younger who

earlier this year said Britain would have to make
“some decisions” about the involvement of firms
such as Huawei.

Britain’s government earlier this year an-
nounced the West Midlands region in central
England would become the first large-scale
testing area for 5G. Fifth-generation mobile net-
works, or 5G, will have faster transmission
speeds and could enable a far wider use of self-
driving vehicles and internet-powered house-
hold objects. —AFP
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HANGZHOU: Visitors look at a traffic communication system supported by Huawei 5G technology at the 2018
International Intelligent Transportation Industry Expo in Hangzhou in China’s eastern Zhejiang province. —AFP

China’s draft 
foreign investment 
law bans forced 
tech transfer
BEIJING/SHANGHAI: China has proposed a
ban on forced technology transfer and illegal
government “interference” in foreign business
operations, practices that have come under the
spotlight in a trade dispute with the United
States. A draft foreign investment law, the full
text of which was published by the top legis-
lature on Wednesday, comes as China tries to
resolve its protracted standoff with the United
States, which accuses it of unfair trade prac-
tices including intellectual property (IP) theft
and forced IP transfer.

While China has frequently denied such ac-
cusations, it has pledged to improve market
access for foreign investors and better protect
their rights in the face of growing complaints
and slower foreign investment. The final draft
law, with 39 articles, was far shorter than a
version released in 2015, but took a notably
stronger line on IP protection.

“Official authorities and their staff shall not
use administrative means to force the transfer
of technology,” the draft says. That compares

with a general statement that foreign firms’ IP
rights would be protected, in 2015. As trade
tension flares, there has been growing caution
in countries like the United States and Ger-
many about Chinese companies - backed by
the state and flush with cash - obtaining ad-
vanced foreign technology through aggressive
acquisitions abroad.

In an apparent move to emphasize reci-
procity, the draft law said China would reserve
the right to retaliate against countries that dis-
criminate Chinese investment with “corre-
sponding measures”.

‘As soon as possible’
The draft law - the first of its kind - has

been submitted to the National People’s Con-
gress Standing Committee, which began a ses-
sion on Sunday, and will hold public
consultations until Feb. 24. Once adopted, the
law will replace three existing ones that regu-
late joint ventures and wholly foreign-owned
enterprises, although it will likely go through
several readings before being submitted for
formal approval, which could take another
year or more.

However, state news agency Xinhua said on
Thursday that many lawmakers were calling for
a prompt deliberation of the draft to put it to “a
vote as soon as possible”. Committee member
Li Fei, however, suggested it should be put be-
fore the full session of the largely rubber-stamp
assembly when it convenes its annual session in
March, the news agency reported. —Reuters


