
China’s free trade 
talks with Lanka 
hit major hurdles 
COLOMBO: Talks between China and Sri Lanka for a free trade
agreement have hit major hurdles, mainly because Beijing will not
agree to Colombo’s demand for a review of the deal after 10 years,
Sri Lanka’s top negotiator said. China has invested billions of dol-
lars building ports and roads and power stations in the Indian
Ocean island nation just off the southern toe of India as part of
its Belt and Road Initiative to increase its trade and other con-
nections across Asia and beyond.

But concerns have grown in recent months that such investments
can drive the country of 21 million people deeper into debt and
undermine its sovereignty, prompting greater scrutiny of deals
with China. China’s exports to Sri Lanka dwarf the trade that goes
in the other direction, leaving Colombo with a big deficit with Bei-
jing. Sri Lanka’s chief trade negotiator K J Weerasinghe said this
week that Colombo was insisting on a right to review the free
trade pact after ten years, but China was not ready to agree that.

Ministerial level discussions about an agreement have not been
held since March last year. Lower-level discussions between of-
ficials have made little progress, according to Weerasinghe. “The
talks have come to a standstill. China wants to remove the review
clause,” Weerasinghe told Reuters. Beijing was opposed to such
an option because it wanted longer-term stability, he said. China’s
commerce ministry did not respond to Reuters requests for com-
ment. The review clause that Sri Lanka wants would allow it to
change some of the deal terms if they were hurting the island na-
tion’s local businesses. 

Another contentious issue
Weerasinghe said another point of contention was that China

wanted zero tariffs on 90 percent of goods the two countries sold
to each other as soon as an agreement is signed while Colombo
would rather it started with zero tariffs on only half of the prod-
ucts concerned and expanded gradually over 20 years. China has
been pushing for free trade pacts with countries in the region and
last year sealed an agreement with the Maldives that drew criti-
cism from opposition political groups in the tropical islands’ na-
tion. They said it had been rushed through parliament with less
than an hour of debate.—Reuters
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RIYADH: Saudi Arabia’s crown prince wants to build a mega-city
with the latest robotics under his grand plan to reform the king-
dom. Civil servant Amer Al-Ghamdi has a simpler dream: To buy
an affordable home. Whether Ghamdi and some 1.2 million Saudis
in a similar financial position manage to do so will be vital if
Crown Prince Mohammed bin Salman is to convince his people
that the reform plan will benefit not just the super-rich.

Ghamdi, 35, spends most of his $2,670 monthly wage paying
back loans he took to get married and buy a car. He and his wife,
Hanan, now have three children and strug-
gle to save money. Buying a home is out of
the question. A 250-sq-m house in Saudi
cities costs from 700,000 to 850,000
riyals ($186,000 to $226,000), said
Ibrahim Albuloushi, head of US property
consultant Jones Lang LaSalle in Saudi
Arabia. That is up to 10 times the annual
salary for a low-income family in the Gulf
Arab state.

“I tried to look for one of my relatives
in Saudi to pay off my debts and give me a down payment to
apply for a house at one of the commercial banks, but the in-
terest will be very high and I am already paying a lot,” said
Ghamdi, who lives in the capital Riyadh. Saudi Arabia, the
world’s top oil exporter, was once awash in petrodollars. This
helped it provide a cradle-to-grave welfare system for its citi-
zens with almost no taxation.

But a slump in oil prices has made fiscal discipline and diver-
sification away from oil vital. Prince Mohammed’s Vision 2030

plan sets out to modernize the economy and reform the deeply
conservative country, the birthplace of Islam. The young prince,
32, has moved forcefully and rapidly where earlier leaders moved
gradually and achieved moderate results. 

Affordable homes
Some Saudis, however, are skeptical. Some critics say the pace

of reform is too fast. They cite cuts to a generous subsidy system
and the introduction of value-added tax early this year, moves

that have hit some Saudis hard and eaten
away at savings. Compounding problems,
the population has grown. It reached
32.55 million in 2017, a rise of 44 percent
from 2004, and Riyadh’s boundaries are
growing rapidly.

The housing minister says there are
plans to build 1 million houses in five years
with an investment of over $100 billion,
mainly through public-private partner-
ships. Deals have been signed with South

Korean and Chinese firms and US companies have expressed in-
terest. “Real estate is the mirror of the economy. You cannot build
homes if people cannot afford to buy them,” said Abdullah Al-Su-
dairy, chief executive of mortgage finance company Amlak Inter-
national. “Affordable housing means cost is five to six times annual
income... We are not there yet.” The ministry wants 60 percent of
Saudis to own homes by 2020. It is working with local banks to
facilitate financing and help developers increase the supply of af-
fordable units by reducing red tape.—Reuters

Saudi housing crisis 
testing reform drive

Many Saudis saddled with debt, struggle to save

COLOMBO: A Sri Lankan surveyor points to Sri Lanka’s reclaimed
land under a $1.5 billion Chinese-funded real estate development
next to the main sea port yesterday. The Sri Lankan surveyor gen-
eral issued a new map of Colombo incorporating the reclaimed
land that is being added to the capital. — AFP 

Solving housing 
problems is 

vital to reforms 

Reliance to halt oil 
imports from Iran 
NEW DELHI/LONDON: India’s Reliance Industries Ltd,
owner of the world’s biggest refining complex, plans to halt
oil imports from Iran, two sources familiar with the matter said,
in a sign that new US sanctions are forcing buyers to shun oil
purchases from Tehran. Reliance’s move, expected to take ef-
fect in October or November, came after US President Donald
Trump abandoned a 2015 nuclear agreement this month and
ordered the reimposition of US sanctions on Tehran.

Some sanctions take effect after a 90-day “wind-down”
period ending on Aug. 6, and the rest, notably on the petro-
leum sector, after a 180-day “wind-down period” ending on
Nov 4. India has said it does not follow US sanctions but com-
panies with links to the US financial system could be liable to
penalties if they do not comply. Reliance, an Indian conglom-
erate controlled by billionaire Mukesh Ambani, has significant
exposure to the financial system of the United States, where
it operates some subsidiaries that are linked to its oil and tele-
com businesses among others.

Reliance, whose modern refining complex at Jamnagar in
Gujarat can process about 1.4 million barrels per day (bpd) of
crude, has told officials of the National Iranian Oil Co (NIOC)
that the firm would stop oil imports from Tehran in October
or November, one of the sources said. A second source said
the company could halt imports from Iran earlier than that if
European nations and Tehran failed to salvage the nuclear
deal. This source said that some insurance companies have
asked Reliance to end exposure to Iran before November.

Global insurers have already warned about doing business
with Iran while some shipping lines have said they would not
take new bookings for Iran. The United States has threatened
to impose sanctions on European companies that do business
with Iran. In the interim period until it stops buying Iranian oil,
Reliance has asked NIOC to supply Iranian oil in vessels
owned by National Iranian Tanker Company (NITC), the
sources said. The sources did not wish to be identified as the
matter is sensitive. Reliance did not respond to an email from
Reuters seeking comment. In 2017, Reliance’s oil imports from
Iran surged by about 45 percent to 67,000 bpd, according
to ship tracking data. In Jan-April 2018, the company has im-
ported about 96,000 bpd.

Rethinking dealings
Washington’s withdrawal from the nuclear deal has

spurred global insurers and other companies to rethink their
dealings in Iran as they await further guidance from the United
States and European Union. Earlier this month French energy
giant Total said it might quit a multi-billion-dollar gas project
if it could not secure a waiver from US sanctions. Italy’s Eni,
which last June signed a provisional agreement with Tehran
to conduct oil and gas feasibility studies, has said it had no
plans for new projects in Iran. Reliance, which deals with some
of the top-notch foreign bankers with huge exposure to the
US financial system, exports fuel to the United States and im-
ports ethane from there for its petrochemical plants. Trade
sources have said Reliance recently bought up to 8 million
barrels of US crude. After a gap of six years, Reliance resumed
purchases from Iran in 2016 when Western powers eased re-
strictions on trade with Iran in return for the OPEC member
agreeing to end its disputed nuclear program.—Reuters


