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US-China rift ‘threat’ to economy: IMF 
China’s top trade negotiator to visit US despite tariffs

PARIS: IMF Managing Director Christine Lagarde (front, 4R), French Economy and Finance Minister Bruno Le Maire (third right) and other participants pose for a group photo during the Paris Forum at the Economy Ministry in Paris yesterday. —AFP

PARIS/BEIJING: The head of the International
Monetary Fund said yesterday that fresh trade ten-
sions between the United States and China were the
main threat to the world economy.

“Clearly the tensions between the United States and
China are the threat for the world economy,” Christine
Lagarde told journalists at a conference in Paris,
adding that recent “rumors and tweets” made an
agreement between the countries less likely.  President
Donald Trump jolted global markets on Monday by
threatening on Twitter that tariffs already imposed on
$200 billion in Chinese exports to US would more than
double to 25 percent on Friday from their current level
of 10 percent.

Also speaking at the Paris Forum event, French
Economy Minister Bruno Le Maire warned about the
impact of a trade war between the world’s two biggest
economies.

“We are looking very carefully at the current nego-
tiations between China and the US. We want these
negotiations to stick with principles of transparency
and multilateralism,” he said, speaking in English.

He called on the two sides to “avoid decisions that
would threaten and jeopardise world growth in the
coming months.” “Raising tariffs is always a deadlock
and a negative decision for everybody-for the US, for
China, for the eurozone, for Europe and for growth all
over the world,” he said.

Chinese delegation
Le Maire cautioned that during a period of slow-

down in world growth there should not be “negative

decisions that could accelerate that slowdown.”
China said yesterday its top trade negotiator will

visit the United States for talks with his American
counterparts this week. The countries have been
locked in talks to resolve tensions that have seen both
of them impose tariffs on goods worth $360 billion.

Treasury Secretary Steven Mnuchin has described
the negotiations as 90 percent complete but told
reporters that in recent days the talks went “substan-
tially backward”, which he blamed on China reneging
on previous commitments. 

Meanwhile, China said yesterday its top trade nego-
tiator will visit the United States for talks with
American counterparts this week even as Washington
stepped up pressure with plans to hike tariffs and
complaints that Beijing was backtracking on its com-
mitments. The commerce ministry confirmed in a brief
statement that Vice Premier Liu He, President Xi
Jinping’s trade pointman, would visit the US on
Thursday and Friday.

The trip is taking place a day later than expected
after President Donald Trump jolted global markets by
announcing that tariffs on $200 billion in Chinese mer-
chandise will more than double to 25 percent on
Friday. “China always believes that mutual respect,
equality and mutual benefit are the premise and the
basis for reaching an agreement. Adding tariffs will not
solve any problem,” Chinese foreign ministry
spokesman Geng Shuang said at a regular press brief-
ing. Confirmation of Liu’s travel plans lifted Asian stock
markets as his presence could raise hopes that a deal is
still possible. The tariffs announcement tanked stock

markets worldwide on Monday and worried US farm-
ers and businesses who have been banking on a reso-
lution to the year-long conflict that has engulfed $360
billion in two-way trade.

US officials had said the world’s two largest
economies were close to an agreement but Beijing
reversed course in recent days. “Over the course of the
last week or so, we’ve seen an erosion in commitments
by China, I would say retreating from commitments
that have already been made in our judgement,” US
Trade Representative Robert Lighthizer was quoted as
saying in media reports on Monday. He said the tariffs
would increase at 12:01 am (0401 GMT) on Friday.

Treasury Secretary Steven Mnuchin described the
negotiations as 90 percent complete but told reporters
that in recent days the talks went “substantially back-
ward”, according to the media reports.

Complaining that talks were moving too slowly
because China was trying to “renegotiate” the terms,
Trump vowed Sunday to ratchet up existing tariffs this
week and extend the 25 percent punitive duties to the
remaining $350 billion in Chinese goods imported into
the country each year.

Comments from officials in recent weeks indicated
the sides were making progress towards an agreement
aimed at addressing longstanding concerns about the
forced transfer or outright theft of American technolo-
gy, as well as reducing the US trade deficit with China.

“It is normal for the two sides to have divergences.
China does not evade problems and is sincere in con-
tinuing consultations,” Geng said. But William Reinsch,
trade policy expert at the Center for Strategic and

International Studies, said China will never meet all the
US demands.

“At some point, the president is going to figure out
that they’re not going to give him everything he
wants,” he said. That will put Trump in “a precarious
political position”, whether “to accept an agreement
that will be criticized as weak, or not to have an agree-
ment and be criticized for failing”.

“And I can imagine that he is unhappy about that.”
Freya Beamish of Pantheon Macroeconomics warned
that Trump’s aggressive tactics could backfire.

“It is much harder for China’s leaders to do that if it
looks like they have signed with a gun to their heads.”

Restrained growth 
US manufacturers and farmers were becoming more

optimistic amid signs of progress and comments from
officials that the talks were entering their final phase,
reinforced by reports Beijing was sending 100 officials
to this week’s negotiations. Trump credits the tariffs
with the strong first quarter growth but economists
and businesses have complained that the trade conflict
is in fact hurting the bottom line and the uncertainty is
causing them to delay investment.

Jake Colvin of the National Foreign Trade Council, a
pro-trade US business group, said the tariffs “come at
the expense of American businesses and farmers and
consumers as well”. And escalating the tariffs to the
remaining Chinese goods, which would be expected to
spark further retaliation from Beijing, would cut 0.3
percentage points off US growth, according to Oxford
Economics. —AFP 

CAIRO: As wrangling over Sudan’s political future
drags on, its economy risks sinking further into disarray,
with pledges of assistance from the Gulf expected to
provide only short-term relief, say economists.

The mass protests that led the army to topple presi-
dent Omar Al-Bashir last month reduced business
activity at a time when Sudan needs immediate
resources to pay for wheat, fuel and medicines, bankers

and other officials told Reuters. Almost four weeks after
Bashir’s departure, military leaders are locked in talks
with opposition factions and protests groups on how to
lead the country into its new dawn.

As they talk, banks say they are still short of foreign
exchange to pay off looming commitments, and farmers
are searching for supplies for the summer growing sea-
son, due to start in a matter of weeks. Without swift
economic and political progress, “public confidence will
collapse, the crisis of the banking system will continue
and the economic collapse might even worsen” , said
Ibrahim Elbadawi, a Sudanese economist and former
World Bank employee based in Cairo.

A pledge of $3 billion in aid last month by Saudi
Arabia and the United Arabic Emirates (UAE) will pro-
vide only a short breathing space, he and other econo-
mists added. The Saudi and UAE support included a
$500 million deposit in Sudan’s central bank, with the
rest going towards fuel, wheat and medicine.

So far, only the UAE has sent money to Sudan, plac-
ing a $250 million deposit with the central bank, a
Sudanese banker in Khartoum said. He estimated this
would cover essentials for one or two months.

Elbadawi said even if the rest of the Gulf money
came through, and hundreds of millions of dollars of
gold and currency reportedly recovered in the homes
of former officials found their way to state coffers, it
would not prop up the economy much longer.

“Tougher and tougher”
Any new government that emerges from talks

between the army and opposition factions and will face
the same problems that brought down Bashir - from
unsustainable state subsidies to cash and fuel shortages
- while having to manage the public’s heightened
expectations. Meanwhile queues for petrol and bank
notes have continued. Business has slowed, as manages
wait for a clear steer on import policy and foreign

exchange. The economy is also still haunted by Bashir’s
legacy - the penalties imposed first for his support of
militant groups, later for the offensive he launched to
crush rebels in the western region of Darfur.

Because Sudan is still listed by the United States as
a state sponsor of terrorism and has $1.3 billion of IMF
arrears, it is unable to tap the IMF and World Bank for
support. Sudanese banks have struggled to re-establish
correspondent relationships with foreign banks.

They now need to make efforts to honor the pay-
ments, the banker in Khartoum said. “If they lose trust,
or contacts with existing correspondents, it’s going to
be tougher and tougher going forward.”

The US has said it will not remove Sudan from the
terrorism list while the military holds power. Sudan’s
main agricultural season for domestic and export crops
starts within weeks, and supplies will be needed, said
Mohamed Haroon, a social science professor at the
University of Khartoum. —Reuters
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