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How a Chinese 
venture in Venezuela 
made millions while 
locals grew hungry
TUCUPITA, Venezuela: The project was
meant to feed millions. In Delta Amacuro,
a remote Venezuelan state on the
Caribbean Sea, a Chinese construction
giant struck a bold agreement with the
late President Hugo Chavez. The state-
run firm would build new bridges and
roads, a food laboratory, and the largest
rice-processing plant in Latin America.

The 2010 pact, with China CAMC
Engineering Co Ltd , would develop rice
paddies twice the size of Manhattan and
create jobs for the area’s 110,000 resi-
dents, according to a copy of the con-
tract seen by Reuters. The underdevel-
oped state was an ideal locale to demon-
strate the Socialist Venezuelan govern-
ment’s commitment to empower the
poor. And the deal would show how
Chavez and his eventual hand-picked
successor, President Nicolas Maduro,
could work with China and other allies to
develop areas beyond Venezuela’s boun-
teous oil beds.

“Rice Power! Agricultural power!”
Chavez tweeted at the time.

Nine years later, locals are hungry.

Few jobs have materialized and the
plant is only half-built, running at less
than one percent its projected output. It
hasn’t yielded a single grain of locally
grown rice, according to a dozen peo-
ple involved in or familiar with the
development.

Yet CAMC and a select few
Venezuelan partners prospered.

Venezuela paid CAMC at least $100
million for the stalled development,
according to project contracts and
sealed court documents from an investi-
gation by prosecutors in Europe.

The thousands of pages of court
papers, reviewed by Reuters, were filed
in Andorra, the European principality
where prosecutors allege Venezuelans
involved in the project sought to launder
kickbacks paid to them for helping
secure the contract. The material on the
China deal, reported here for the first
time, includes confidential testimony,
wiretap transcripts, bank records and
other documents.

Last September, an Andorran high
court judge alleged in an indictment
that CAMC paid over $100 million in
bribes to various Venezuelan intermedi-
aries to secure the rice project and at
least four other agricultural contracts.
The indictment charged 12 Venezuelans
with crimes including money laundering
and conspiracy to launder money.
Among those indicted was Diego
Salazar, a cousin of a former oil minister

who, investigators say, enabled the con-
tracts. Also indicted was the top repre-
sentative in China at the time of state-
run oil company Petroleos de Venezuela
SA, or PDVSA.

Sixteen people of other nationalities
were also charged and at least four oth-
er Venezuelans, one of whom was for-
merly ambassador in Beijing and is now
the country’s top diplomat in London,
are under investigation, according to

the documents. The indictment, the
names of those charged, and their asso-
ciation with Chinese companies were
reported last year by El Pais, the
Spanish newspaper. A Reuters review
of the case files, which are still under
seal in Andorra, gleans how CAMC and
other Chinese companies forged ties
with many of those charged and paid to
win projects the companies often didn’t
complete. —Reuters

A boy in Caracas, Venezuela, eats soup donated by a restaurant. The dire scarci-
ties and dysfunctional projects, the opposition alleges, illustrate how corruption
and crony capitalism helped impoverish the once-prosperous country and many
of its 30 million people.

Trump, Xi 
and trade: A
high-stakes 
game of chicken
SHANGHAI,CHINA: What happens when
the planet’s two biggest economies play a
high-stakes game of chicken? The world may
be about to find out, with President Donald
Trump and his Chinese counterpart Xi
Jinping both holding favorable enough eco-
nomic hands to make it hard to predict who
blinks first, analysts said. Hope for an immi-
nent resolution of the China-US trade dis-
pute dimmed after Trump vowed to further
raise import tariffs this week to punish China
for what he framed as bad-faith negotiating,
rocking world markets. Here are some of the
key questions regarding the impasse.

Why has Trump turned the screws now?
That remains unclear but the president

has been known to tout strong US economic
data or Wall Street gains as evidence that he
is “winning” the trade war and as leverage
against China. Recent developments will
have given him ample reason to up the ante.
April data indicated vigorous American job
growth, a fresh sign of US economic strength
that has helped propel the S&P 500 and

Nasdaq stock indices to record highs this
month. Last month figures showed the
world’s top economy grew at a faster pace
than expected in the first quarter.

How will China react?
Beijing’s shrewd communist leaders have

been negotiating favorable economic
arrangements with the world for decades, and
few observers would bet on them suddenly
capitulating. Whatever Xi does, he also has
reason to hold firm. The world’s second-
largest economy is decelerating from its era of
hyper-growth, but it expanded by a better-
than-forecast 6.4 percent in January-March, a
sign of stability despite the trade turbulence.

And Chinese stock markets-among the
world’s worst in 2018 — are up significantly
this year after Beijing pulled an array of poli-
cy and monetary levers to keep the economy
chugging. “Both sides have reason to be con-
fident and ask for more,” said Bao Ting,
strategist with Great Wall Securities. “It’s not
surprising for negotiations to go back and
forth in the final stages” as the two sides drill
down on nitty-gritty details, she added.

So whose hand is stronger?
Probably Trump’s, analysts say, because

Xi faces a challenge maintaining the eco-
nomic growth on which the government
stakes its ruling legitimacy, while also imple-
menting tricky reform of inefficient state
industries. Of particular concern is a fresh
spike in debt this year as Chinese authorities

have relied heavily on eased credit restric-
tions to juice the economy while they battle
Trump’s trade pressure. 

The International Monetary Fund has
previously called China’s debt addiction
“dangerous”. “This massive credit stimulus
has stabilized China’s economy for now but
the impact is unlikely to be long-lasting or
without complication,” said Brock Silvers,
managing director of Kaiyuan Capital in
Shanghai. “China could soon regret a missed

chance to end to what looks to be a worsen-
ing and increasingly risky trade war.” 

But China has for years used a flood of
credit and targeted pump-priming to keep
its economic miracle going, and today
stands taller than ever. “That gives China a
lot of strength. They have many different
ways of keep things churning,” said
Christopher Balding, an expert on China’s
economy at Fulbright University in Ho Chi
Minh City. —AFP

NEW YORK: People walk past the New York Stock Exchange (NYSE) in the
Financial District on Monday morning on Monday in New York City. The Dow
Jones Industrial Average dropped over 360 points at the open on Monday
morning after US President Donald Trump said that the US will raise tariffs on
goods imported from China. —AFP

Stock markets 
diverge awaiting 
next trade 
deal moves
LONDON: Eurozone stock markets extended
losses yesterday and Asia traded mixed as
investors await the latest twists and turns over
US-China trade talks. 

London’s stock market slid 1.0 percent, with
the benchmark FTSE 100 index playing catch
up after a long holiday weekend in Britain.
Tokyo slumped 1.5 percent as dealers there
returned after being off for six working days,
while Seoul dropped 0.9 percent following a
long weekend.

“The US-China one-step-forward-two-
step-back hurt US markets late Monday and
extended into Asian and European trading,”
noted Fiona Cincotta, senior market analyst at
City Index traders. 

“The (Frankfurt)  DAX init ia l ly held up
helped by data showing that German manufac-
turing orders picked up in March but it eventu-
ally crumbled because German exporters are
highly sensitive to the stability of the Chinese
market, one of their top export destinations.”

Indices had slumped Monday, with Shanghai
suffering its heaviest loss in three years, after
US President Donald Trump threatened to hike
tariffs on $200 billion of Chinese goods amid
apparent setbacks in trade talks between the
economic superpowers. Trump’s remarks
shocked markets, coming just days after offi-
cials on both sides had sounded positive on the
talks, with markets broadly expecting an
agreement to be announced soon.

While some observers pointed out that
such high-stakes moves are characteristic of
Trump’s negotiating style and that they expect
a deal to be agreed anyway, OANDA senior
market analyst Jeffrey Halley remained cau-
tious. “Say what you want about the US presi-
dent... but predictability and subtlety were
never part of his election pledges,” he said in
a note. 

“China has most certainly found this out the
hard way and likely explains why they are still
sending their full delegation to this week’s
round of trade talks.”

Shanghai’s main stocks index recovered
slightly Tuesday after closing down 5.6 percent
the previous session. The International
Monetary Fund meanwhile on Tuesday warned
tensions between the economic superpowers
were a “threat” to the world economy.

On currency markets, the yuan stabilized
after being hammered Monday, though most
other higher-yielding, riskier units managed to
claw back some of their losses. The Australian
dollar rallied 0.7 percent after the country’s
central bank held interest rates at a record low
1.5 percent, brushing off calls for a cut as it
said the economy was still in “reasonable”
shape despite weak inflation and wage growth.

But the Reserve Bank of Australia signalled
it could cut at upcoming meetings if the labour
market does not improve. Elsewhere, Turkey’s
lira “has come back onto investors’ radars with
a three percent plunge... triggered by election
shenanigans in the country”, said Cincotta.  

Turkish President Recep Tayyip Erdogan
yesterday welcomed an order to re-run the
recent Istanbul election, a move the opposition
has branded an attack on democracy.

His ruling Justice and Development Party
(AKP) lost the mayorship of Turkey’s biggest
city by a narrow margin and has refused to
accept defeat.  —Reuters

NEW DELHI: Any retaliatory tariff by India in
response to the United States’ planned withdrawal of
some trade privileges will not be “appropriate” under
WTO rules, US Commerce Secretary Wilbur Ross
warned yesterday. The comments, made to broadcaster
CNBC-TV18 during a trip to India’s capital, come as
trade ties between the United States and China worsen.
The United States is India’s second-biggest trade part-
ner after China.

Indian officials have raised the prospect of higher
import duties on more than 20 US goods if President
Donald Trump presses ahead with a plan announced in
March to end the Generalized System of Preferences
(GSP) for India. India is the biggest beneficiary of the
GSP, which allows preferential duty-free imports of up
to $5.6 billion from the South Asian nation.

“Any time a government makes a decision adverse to
another one, you will have to anticipate there could be
consequences,” Ross said. “We don’t believe under the
WTO rules that retaliation by India would be appropri-
ate.” He added that India’s new rules on e-commerce,
which bar companies from selling products via firms in
which they have an equity interest, and data localization
have been discriminatory for US firms such as Walmart
Inc and Mastercard Inc .

“So the American companies are showing very good
will and a very cooperative attitude towards ‘Make in
India’ and the other programs,” he said, referring to a

manufacturing push by Indian Prime Minister Narendra
Modi. “But there’s a limit to how far the discriminatory
behavior can go. And our job is to try to get a level,
more level playing field.” 

Earlier, Ross told a business conference that local-
ization rules and price caps on medical devices import-
ed from the United States were barriers to trade but
that New Delhi was committed to tackling them after
general elections. “We applaud India’s commitment to
addressing some of these barriers once the government
is re-formed, probably starting in the month of June,”
Ross said. “Our role is to eliminate barriers to US com-
panies operating here, including data localization
restrictions that actually weaken data security and
increase the cost of doing business.”

India’s 39-day general election ends on May 19, and
votes will be counted four days later. Ross met his
Indian counterpart Suresh Prabhu on Monday, after
which New Delhi said the two countries would engage
regularly to resolve outstanding trade issues. Last year,
global payments companies such as Mastercard, Visa
and American Express unsuccessfully lobbied India to
relax central bank rules requiring all payment data on
domestic transactions to be stored locally.

“As President Trump has said, trade relationships
should be based, and must be based, on fairness and rec-
iprocity,” Ross added. “But currently, US businesses face
significant market access barriers in India.” —Reuters

India plans higher import duties on US in response to move on GSP

US warns India against retaliatory 
duties over quashing trade privileges

MUMBAI: India’s Jet Airways employees hold placards during a silent protest in Mumbai.  —AFP

Malaysia cuts 
interest rate 
for first time 
since 2016
KUALA LUMPUR: Malaysia’s central bank yesterday
cut its key interest rate for the first time in almost three
years as it looks to boost slowing growth as China-US
trade tensions weigh on the economy. The move comes
as central banks around the world adopt a more dovish
stance in the face of a weak global outlook. Bank

Negara Malaysia cut the rate from by 25 basis points to
3.00 percent, the first reduction since July 2016. The
last change was in January 2018 when borrowing costs
were increased to 3.25 percent. 

The bank said “considerable downside risks to
global growth remain, stemming from unresolved
trade tensions and prolonged country-specific weak-
nesses in the major economies”. “Heightened policy
uncertainties could lead to sharp financial market
adjustments,” it added. Malaysia is showing signs of
being affected by the long-running trade dispute
between Beijing and Washington, while the global
economy at the same time shows signs of softness.
The cut comes as central banks from Japan to Europe
to the United States look to provide monetary support
or ease up on tightening measures.

Malaysia’s exports declined 0.5 in March from a

year earlier due to fewer shipments of electronics and
commodities. The dispute between the world’s two
biggest economies has seen them impose tariffs on
hundreds of billions of dollars worth of goods. Hopes
of a resolution to the row in the near future were dent-
ed by President Donald Trump’s threat on Sunday to
more than double levies already imposed on Chinese
exports to the US. 

On the domestic front, Malaysia’s central bank said
that while “monetary and financial conditions remain
supportive of economic growth, there are some signs of
tightening of financial conditions”. Full-year 2018
growth slipped to 4.7 percent, from 5.9 percent the
previous year, and Malaysia’s stock market has been
one of the world’s worst performing this year. Shares in
Kuala Lumpur rose 0.5 percent yesterday while the
ringgit was slightly lower.—AFP


