
SEOUL: A simmering diplomatic row with Japan
is threatening South Korea’s output of compo-
nents that drive smartphones and computer dis-
plays, which analysts say could batter the global
tech market and hike prices for consumers. Tokyo
last week said it would restrict exports of three
chemicals vital to South Korea’s world-leading
chip and smartphone industry in an escalation of
a decades-long dispute over Japanese forced
labor during World War II.

And with the issue showing no sign of ending
any time soon, there are worries it could also
delay the rollout of 5G technology and futuristic
folding screens. “If this situation persists, there
may be reductions in production, which will drive
up memory (chip) prices and certainly drive up
end-product prices in turn,” said Avril Wu, senior
research director at Taipei-based market intelli-
gence firm TrendForce. While South Korea holds
stockpiles, shortages could set in after three
months, she told AFP.

South Korean President Moon Jae-in has
called the situation an “unprecedented emer-
gency” and told business leaders to prepare for a
drawn-out crisis. Yesterday, the country’s ruling
party called for an extra budget of 300 billion
won to help local firms survive the upheaval,
more than double what the prime minister had
asked for a day earlier. With Japan so far refusing

to negotiate, the news is bleak for top market
players Samsung Electronics and SK Hynix. The
two firms supply tech titans Apple, Huawei and
Amazon, and together account for almost two-
thirds of the world chip market, according to the
Hana Institute of Finance in Seoul.

“South Korea is the world leader when it comes
to chip-making, and Japan is the world leader in
the manufacturing of the key materials for chip-
making,” said Ahn Ki-hyun, vice-president of the
Korea Semiconductor Industry Association. “With
this trade row, Japan and South Korea are both
losing the best partners. And neither of them will
find good alternatives for a very long time,” he
added. “Ultimately, this will bring a stagnation or
regression of the world’s most cutting-edge tech-
nology. The price of gadgets may rise, as chips will
likely be in short supply.”

Tech companies are already under pressure
from a weakening global outlook, while the chip
sector is particularly suffering from weak demand.
Japan’s new restrictions also apply to the transfer
of manufacturing technologies as well as the three
chemicals, removing them from a list that effec-
tively allowed expedited shipments. It means
exporters will now have to apply for permission
for every batch they send to South Korea-a
process that can take up to 90 days each time.

Len Jelinek, executive director of semicon-

ductor research at IHS Markit, warned any
reduction or elimination in the availability of the
materials would “significantly impede” produc-
tion. “Because of the volume of chemicals
required within the semiconductor manufacturing
process, it is unlikely that the major chip suppliers
will be able to find suitable quantities from sup-

pliers outside of Japan,” he said. Two of the
chemicals targeted, hydrogen fluoride gas and
photoresists, are essential to making memory
chips, while the third chemical, fluorinated poly-
imide, is used for high-spec TV screens and
smartphone displays, including in hotly anticipat-
ed folding models. — AFP
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Japan-South Korea trade spat 
threatens global tech market

Moon calls on business leaders to prepare for drawn-out crisis

IZUMISANO: South Korea’s President Moon Jae-in and his wife Kim Jung-sook arrive at Kansai
airport in Izumisano city, Osaka prefecture, ahead of the G20 Osaka Summit. — AFP

NEW DELHI: India and US trade negotiators will meet
today, with few signs of a compromise on a series of pro-
tectionist measures taken by the two governments in
recent months that have strained ties between the strate-
gic partners. US President Donald Trump has been put-
ting pressure on India to do more to open its markets,
saying this week again on Twitter its high tariffs were
“unacceptable”.

Indian Prime Minister Narendra Modi, re-elected in
May, has been pushing nationalist policies with higher tar-
iffs on everything from electronic goods to tighter con-
trols on foreign firms in the fast growing e-commerce
market to help foster domestic companies and create jobs
for millions of youth. A delegation led by Assistant US
Trade Representative (AUSTR) for South and Central
Asia, Christopher Wilson, will meet Indian officials to try
and re-start negotiations on tit-for-tat tariffs that were
put on hold because of India’s election.

“Since India’s election period has now passed, USTR
officials are visiting India for relationship-building with
Indian government counterparts,” a USTR spokesperson
said. The USTR delegation is likely to meet Commerce
Minister Piyush Goyal along with key trade officials on
Friday. The delegation is also likely to meet top officials at
the IT ministry. 

Trump and Modi met in Osaka on the sidelines of a
G20 summit in June where they agreed to build ties
between the two countries and sort out thorny trade
issues. — Reuters

India-US trade talks
to restart amid signs
of compromise

RIO DE JANEIRO: Brazilian President Jair Bolsonaro’s ambi-
tious pension reform bill passed an initial vote in Congress
Wednesday, a major step for his efforts to boost confidence in
the country’s lagging economy. In the first of two votes, the low-
er house of Brazil’s Congress approved the reform measure, a
boon for Bolsonaro whose signature economic policy has faced
stiff resistance from trade unions and a hostile Congress.

Social activists and union members protested the proposed
measure in Sao Paulo on Wednesday evening. “I don’t want to
work until I die,” said one demonstrator’s sign. But the measure
received support from 379 deputies, above the required 308,
while 131 voted against. The proposal to introduce a minimum
retirement age and increase contributions over a longer period
of time is seen as crucial to Bolsonaro’s ability to deliver on oth-
er promised measures to shake up Latin America’s biggest
economy, which is on the brink of recession.

The reform is expected to generate savings of around one
trillion reais ($266 billion) over 10 years. Bolsonaro took to
Twitter to praise the vote result. “Brazil is getting closer and
closer to the path to jobs and prosperity,” he wrote. The lower
house will hold a second vote before the bill can move to the
Senate for two votes, most likely ahead of a two-week recess
that starts on July 18. Changing the pension system requires
three-fifths of Congress to support a constitutional amendment.
Bolsonaro has warned that Brazil’s generous pension system
would bankrupt the country if the changes were not adopted.

Cruel, unjust   
In 2018, Brazil’s pension deficit-including public, private,

state, municipal and military-reached 362 billion reais, which is
the equivalent of 5.5 percent of GDP. In 2011 it was 2.1 percent.
The deterioration is largely due to the 2015-2016 recession,
from which the country is still struggling to recover. There has
been growing consensus in Congress that pension reform is
necessary, particularly as the population ages.

The opposition, led by the Workers Party (PT), acknowl-
edged the need for reform but attempted to postpone the vote,
saying the law would increase inequality by affecting pensions
for the poorest citizens, in particular black women, rural workers
and teachers. “It’s a cruel, unjust, inept and useless reform,” said
PT deputy Margarida Salomao. “It’s not a problem of expenses,
it’s a problem of collection, and this reform protects the rich.”

The protesters outside Congress shared her sentiment.
Protester Maria Silva Vasconcellos said the working class was
living in “misery.” “Before they mess with the pockets of the
poor, they have to reach inside their own pockets, because there
are many people there (in Congress) retiring at 40, 50 years
(old), and we have to die to retire,” the 54-year-old domestic
worker said. —AFP
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SAO PAULO: Trade union members and social activists demon-
strate against Brazilian President Jair Bolsonaro’s proposal to
reform the social security system in Sao Paulo, Brazil. — AFP


