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Trump threatens 
to exclude Canada 
from NAFTA deal
WASHINGTON:  US President Donald Trump on
Saturday threatened to exclude Canada from a new
NAFTA agreement after negotiations to rewrite the pact
ended without an agreement the night before.

“There is no political necessity to keep Canada in the
new NAFTA deal. If we don’t make a fair deal for the U.S.
after decades of abuse, Canada will be out,” he tweeted. 

“Congress should not interfere with these negotia-
tions or I will simply terminate NAFTA entirely & we will
be far better off.” US-Canadian trade talks are set to
resume on Wednesday, and Ottawa and Washington still
have time to reach an agreement that would keep Canada
in the 25-year-old trade pact with Mexico.

But Trump’s tweet seemed designed to ramp up pres-
sure on Canadian negotiators.  Earlier in the week, offi-
cials appeared close to reaching a deal that would
rewrite the North American Free Trade Agreement, but
leaked inflammatory comments from Trump-seen by
some Canadians as suggesting he was bargaining in bad
faith-threatened to upend the talks. Trump has repeated-
ly denounced NAFTA as “one of the worst trade deals
ever made,” language he repeated on Saturday.

‘If it is willing’ 
The US and Mexico had announced a breakthrough

accord on Monday, potentially leaving Canada out in the
cold, but Ottawa’s foreign minister Chrystia Freeland
insisted that a “win-win-win” agreement was within reach.

The White House notified Congress on Friday of its
“intent to sign a trade agreement with Mexico-and
Canada, if it is willing — 90 days from now.” The White
House now has 30 days to present the full text of a new
agreement to Congress, which will give Ottawa and
Washington time to iron out differences. Trump’s caution
to Congress to “not interfere with these negotiations”
appeared to refer to one potential obstacle: the fact that
lawmakers have empowered him to reach a so-called
“fast track” agreement with both NAFTA partners, not
just Mexico.

It is unclear how that will be sorted out. In a second
tweet Saturday, Trump suggested that the United States
would be better off with no trade agreement than with a
flawed NAFTA deal.

“We were far better off before NAFTA... We make
new deal or go back to pre-NAFTA!” he said.

Sounding a more optimistic note, Freeland had said
late in the week that “with good will and flexibility on all
sides, I know we can get there.” But she repeated that
Canada would only sign an agreement that was in its
national interest.  “Our officials are continuing to work
toward agreement,” US Trade Representative Robert
Lighthizer said in a statement, stressing the benefits to
US workers and businesses. — AFP

BEIJING: China’s massive and expanding “Belt and Road”
trade infrastructure project is running into speed bumps as
some countries begin to grumble about being buried
under Chinese debt. First announced in 2013 by President
Xi Jinping, the initiative also known as the “new Silk Road”
envisions the construction of railways, roads and ports
across the globe, with Beijing providing billions of dollars
in loans to many countries.

Five years on, Xi has found himself defending his treas-
ured idea as concerns grow that China is setting up debt
traps in countries which may lack the means to pay back the
Asian giant. “It is not a China club,” Xi said in a speech on
Monday to mark the project’s anniversary, describing Belt
and Road as an “open and inclusive” project. Xi said China’s
trade with Belt and Road countries had exceeded $5 trillion,
with outward direct investment surpassing $60 billion.

But some are starting to wonder if it is worth the cost.
During a visit to Beijing in August, Malaysia’s Prime

Minister Mahathir Mohamad said his country would shelve
three China-backed projects, including a $20 billion rail-
way. The party of Pakistan’s new prime minister, Imran
Khan, has vowed more transparency amid fears about the

country’s ability to repay Chinese loans related to the mul-
ti-billion-dollar China-Pakistan Economic Corridor.

Meanwhile the exiled leader of the opposition in the
Maldives, Mohamed Nasheed, has said China’s actions in
the Indian Ocean archipelago amounted to a “land grab”
and “colonialism”, with 80 percent of its debt held by
Beijing. Sri Lanka has already paid a heavy price for being
highly indebted to China.

Last year, the island nation had to grant a 99-year lease
on a strategic port to Beijing over its inability to repay
loans for the $1.4-billion project.

‘Ambiguous partner’ 
“China does not have a very competent international

bureaucracy in foreign aid, in expansion of soft power,”
Anne Stevenson-Yang, co-founder and research director
at J Capital Research, told AFP.

“So not surprisingly they’re not very good at it, and it
brought up political issues like Malaysia that nobody
anticipated,” she said. “As the RMB (yuan) becomes weak-
er, and China is perceived internationally as a more
ambiguous partner, it’s more likely that the countries will

take a more jaundiced eye on these projects.”
The huge endeavor brings much-needed infrastructure

improvements to developing countries, while giving China
destinations to unload its industrial overcapacity and facil-
ities to stock up on raw materials.

But a study by the Center for Global Development, a
US think-tank, found “serious concerns” about the sus-
tainability of the sovereign debt in eight countries receiv-
ing Silk Road funds.

Those were Pakistan, Djibouti, Maldives, Mongolia,
Laos, Montenegro, Tajikistan and Kyrgyzstan.

The cost of a China-Laos railway project — $6.7 bil-
lion-represents almost half of the Southeast Asian coun-
try’s GDP, according to the study. In Djibouti, the IMF has
warned that the Horn of Africa country faces a “high risk
of debt distress” as its public debt jumped from 50 per-
cent of GDP in 2014 to 85 percent in 2016.

Africa has long embraced Chinese investment, helping
make Beijing the continent’s largest trading partner for the
past decade. On Monday, a number of African leaders will
gather in Beijing for a summit focused on economic ties
which will include talks on the “Belt and Road” program.

‘Not a free lunch’ 
China bristles at criticism. At a daily press briefing on

Friday, foreign ministry spokeswoman Hua Chunying
denied that Beijing was saddling its partners with onerous
debt, saying that its loans to Sri Lanka and Pakistan were
only a small part of those countries’ overall foreign debt.

“It’s unreasonable that money coming out of Western
countries is praised as good and sweet, while coming out
of China it’s sinister and a trap,” she said.

Stevenson-Yang said China’s loans are quoted in dollar
terms, “but in reality they’re lending in terms of tractors,
shipments of coal, engineering services and things like
that, and they ask for repayment in hard currency.”
Standard & Poor’s said Beijing structures the infrastruc-
ture projects as long-term concessions, with a Chinese
firm operating the facility for a period of 20 to 30 years
while splitting the proceeds with the local counterpart or
government. The head of the International Monetary Fund,
Christine Lagarde, raised concerns about potential debt
problems in April and advocated greater transparency. “It’s
not a free lunch, it’s something where everybody chips in,”
she said. — AFP 

China’s ‘Silk Road’ project runs into debt jam
Xi says project is ‘open and inclusive’, but some countries begin to grumble

The ‘One Belt, One Road’ initiative, unveiled by Xi in 2013, envisages linking China with Africa, Asia and Europe through a network of ports, railways, roads and industrial parks. —  AFP

RBS says ‘planning 
for worst’ in Brexit
LONDON: The Royal Bank of Scotland warned yesterday
that it is planning “for the worst” amid increased talk of no
deal over Brexit. Chief executive Ross McEwan said RBS
is setting up a new European subsidiary in Amsterdam to
serve customers on the continent, but is awaiting for
approval of its licenses.

With Britain and the European Union yet to agree on
what their future relationship should look like, McEwan
told the BBC that RBS may lose business without a deal. 

“If we don’t get the right licenses, and we don’t get
them in time, that could create major problems for our
customers and for the bank,” McEwan said. “We are plan-
ning, unfortunately, for the worst.”

McEwan said RBS had already deployed 150 staff to
Amsterdam, and if regulators failed to approve trading
licenses for the operations, it would stop offering services
to some of its European customers.

“In the next couple of months, we’re going to have to
make some decisions... we’re going to have to think about
which European customers we may not be able to bank,”
he said. Britain is set to leave the EU on March 30, 2019. 

The two sides want to reach a divorce deal by
October or November to give their parliaments time to
endorse it. In July, Prime Minister Theresa May put for-
ward a blueprint for future trade ties that envisages a
free trade area for goods, agriculture and food through a
customs agreement and common rulebook.

But the plan calls for looser ties in banking and
financial services, which the City of London said would
deal a “real blow” for the hugely important sector.

May’s vision has also attracted fierce opposition from
her own ruling Conservatives, who think it keeps Britain
too closely aligned to the EU. It sparked the resignations
of former Brexit Secretary David Davis and then Foreign
Secretary Boris Johnson.

Davis criticized the proposal again yesterday, saying
May’s plan was “actually almost worse than being in” the
EU and vowed to vote against it if it goes to parliament.
Meanwhile, International Trade Secretary Liam Fox dis-
missed warnings from Chancellor Philip Hammond over the
long-term impacts of a no-deal Brexit on government bor-
rowing and gross domestic product.

“This idea that we can predict what our borrowing
would be 15 years in advance is just a bit hard to swallow,”
he told the BBC. “I don’t believe it is possible to have a 15-
year time horizon on predictions on GDP,” he said. — AFP 


