
Weak exports 
push US trade 
deficit to 
5-month high 
WASHINGTON: The US trade deficit rose
to a five-month high in July as exports of soy-
beans and civilian aircraft declined and
imports hit a record high, suggesting the
Trump administration’s protectionist policy
was so far not having an impact.

The administration’s “America First” poli-
cies have left the United States embroiled in
tit-for-tat tariffs with the European Union,
Canada and Mexico as well as an escalating
trade war with China. The goods trade deficit
with China surged to a record high in July.

The Commerce Department said yesterday
the trade gap jumped 9.5 percent to $50.1
billion, increasing for a second straight
month, suggesting that trade could be a
drag on economic growth in the third quar-
ter. Data for June was revised to show the
trade deficit rising to $45.7 billion, instead
of the previously reported $46.3 billion.
Economists polled by Reuters had forecast
the trade deficit swelling to $50.3 billion in
July. President Donald Trump has defended
the duties on steel, aluminum imports and a
range of Chinese goods as necessary to
protect American industries from what he

says is unfair foreign competition.
The administration says eliminating the

trade deficit will put the economy on a sus-
tainable path of faster growth, an argument
that has been dismissed by economists as
flawed given constraints such as low produc-
tivity and slow population growth.

The United States and China have slapped
retaliatory tariffs on a combined $100 billion
of products since early July, with more in the
pipeline, posing risks to both domestic and
global economic growth.

The trade gap narrowed in April and May
as farmers front-loaded soybean exports to
China before Beijing’s retaliatory tariffs came
into effect in early July. US financial markets

were little moved by the data. The deteriora-
tion in the trade deficit was flagged in an
advance report published last month.

When adjusted for inflation, the trade gap
increased to a five-month high of $82.5 bil-
lion in July from $79.3 billion in June. July’s
so-called real trade deficit is above the sec-
ond-quarter average of $77.5 billion. If that
trend continues in August and September,
trade could subtract from third-quarter
gross domestic growth. Trade contributed
1.17 percentage points to the economy’s 4.2
percent annualized growth pace in the sec-
ond quarter, which was almost double the
2.2 percent rate notched in the January-
March period. — Reuters

KUALA LUMPUR: An ambitious $100 billion island
city being built off Malaysia has found itself in troubled
waters as the new government takes aim at the devel-
opment, the latest in a series of China-linked megapro-
jects started under the scandal-plagued ex-premier to
come under attack.

Forest City’s futuristic high-rises and waterfront vil-
las are under construction on four man-made islands in
southern Malaysia, just an hour from the affluent city-
state of Singapore.

The project, which is meant to house up to 700,000
people once finished in 2035, is being developed by
Hong Kong-listed real estate giant Country Garden and
a firm partly owned by a powerful Malaysian sultan. It
has been aimed at mainland Chinese investors as an
alternative to pricier property in Singapore, with
reports saying Chinese buyers have snapped up about
two-thirds of units already sold before construction is
finished.

But the development, which boasts international
schools, shopping malls, hotels and even an immigration
center, was troubled from the start. 

A clampdown on capital outflows from China hit
demand, while it became a lightning rod for public
anger at growing Chinese influence in Malaysia under
the government of Najib Razak.

Environmentalists have also warned that dumping
sand to reclaim land for the city could destroy marine
life. Now Prime Minister Mahathir Mohamad has hit
out at foreigners buying apartments at the vast devel-
opment, which is threatening to add to a glut of new
residential property in southern Malaysia.

Malaysians are unlikely to buy or stay there due to

high prices and its relatively remote location, while for-
eigners do not automatically get long-stay visas by
buying a property.

‘Built for foreigners’ 
With the shock defeat of Najib’s government in May

and the election of Mahathir, who has long railed
against the explosion of Chinese investment in
Malaysia, speculation has intensified that Forest City
could become a white elephant. Mahathir, 93, has
already shelved $22 billion of Chinese-financed proj-
ects struck under the former government during a visit
last month to Beijing following criticism the deals were
unfavorable to Malaysia, and now he has trained his
sights on Forest City.

Last week, he made some of his strongest com-
ments yet on the development, saying he objected to
the project because it was “built for foreigners, not
built for Malaysians. Most Malaysians are unable to
buy those flats.”

He added that Forest City “cannot be sold to for-
eigners... We are not going to give visas for people to
come and live here.”

His nationalist rhetoric was not in line with
Malaysia’s laws-it is legal for foreigners to buy houses
and apartments in Malaysia-and his office later clarified
that he only meant purchasing property does not auto-
matically guarantee residency for a foreigner.

But observers said Mahathir was intending to under-
mine a project he has long detested. A subsequent
announcement that the government was establishing a
committee to review the terms agreed on to set up the
development and foreign ownership there only added

to the sense authorities may be trying to put a halt to it.
It is not yet clear what the committee might recom-
mend. Analysts said the worst case scenario in the short
term could be the state government in Johor, where the
project is based, raising the minimum price for foreign-
ers buying property or increasing levies.

Yeah Kim Leng, a professor of economics at
Malaysia’s Sunway University Business School, said
investors would be deterred and predicted the devel-
oper might have to delay or scale back the project.

“Perhaps they will put it on hold, or aim for some-
thing smaller,” he said. — AFP 
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Malaysian island city in trouble as 
PM targets China-linked projects

DUBAI: Iran rial extended its slide
yesterday, hitt ing a record low
around 150,000 against the dollar,
according to foreign-exchange web-
sites, as the country’s economic for-
tunes ebb after the United States re-
imposed sanctions. The dollar was
being offered for 150,000 rials,
compared with about 138,000 rials
on Tuesday, according to website
Bonbast.com, which tracks the unof-
ficial  market. The website
bazar360.com also quoted 150,000.
Mesghal.online gave an exchange
rate of 152,530.

The rial has lost more than two-
thirds of its value this year because
of a weak economy, financial diffi-
culties at local banks and heavy
demand for dollars among Iranians.
Many fear the Washington’s pulling
out of a 2015 nuclear deal and
renewed US sanctions will cut into

Iran’s exports of oil and other goods.
A set of US sanctions targeting Iran’s
oil industry is due to take effect in
November.

Last week, Iran’s parl iament
sacked the minister of economic
affairs and finance, the latest in a
continuing shakeup of top economic
personnel. In early August, Iranian
lawmakers voted out the minister of
labor and in July President Hassan
Rouhani replaced the head of the
central bank.

Protests linked to the tough eco-
nomic situation erupted last
December, spreading to more than
80 cities and towns and resulting in
25 deaths. Sporadic protests, led by
truck drivers, farmers and merchants
in Tehran’s bazaar, have continued
since then and have occasionally
resulted in violent confrontations
with security forces. — Reuters

Chinese buyers have snapped up about two-thirds of units already sold

Forest City’s futuristic high-rises and waterfront villas are under construction on four man-made islands in
southern Malaysia, just an hour from the affluent city-state of Singapore. — Reuters 

LOS ANGELES: A truck hauls a container at the port of Los Angeles in Los Angeles,
California. — Reuters
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