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US Treasury again says China 
is not manipulating currency

Huawei calls on US to adjust its 
approach to tackle cybersecurity 

BAOTOU, Mongolia: A cyclist wearing a protective face mask while riding along a dusty road, where dozens of factories process rare earths, iron and coal operate, on the outskirts of Baotou city in Inner Monglia, north-
west China. —AFP

BEIJING: Chinese state media yesterday dangled the
threat of cutting exports of rare earths to the United
States as a counter-strike in the trade war, potentially
depriving Washington of a key resource used to make
everything from smartphones to military hardware.

The warning is the latest salvo in a dispute that has
intensified since President Donald Trump ramped up
tariffs against China and moved to blacklist telecom
giant Huawei earlier this month, while trade talks have
apparently stalled.

Huawei stepped up its legal battle yesterday,
announcing it had filed a motion in US court for summa-
ry judgment to speed up its bid to overturn US legisla-
tion that bars federal agencies from using its equipment
over security concerns. Beijing had already dropped a
big hint that rare earths could be in the firing line by
showing images last week of President Xi Jinping visit-
ing a rare earths factory in Ganzhou, central China.
State media made it clearer yesterday.

“Will rare earths become China’s counter-weapon
against the unprovoked suppression of the US? The
answer is not mysterious,” warned The People’s Daily,
the Communist Party mouthpiece. “We advise that US
not to underestimate China’s ability to safeguard its
own development rights and interests, and not to say we

didn’t warn you,” it said.
The state-owned Global Times warned in an edito-

rial that the “US will rue forcing China’s hand on rare
earths”. “It is believed that if the US increasingly sup-
presses the development of China, sooner or later,
China will use rare earths as a weapon,” the nationalist
tabloid said.

Shares in rare earth companies surged in the
Shanghai and Shenzhen stock markets yesterday. An
unnamed official from the National Development and
Reform Commission, China’s state planner, had issued a
cryptic warning late Tuesday. “What I can tell you is
that if anyone wants to use products made from our
rare-earth exports to curb and suppress China’s devel-
opment, I’m sure the people of Ganzhou and across
China will not be happy with that,” the official said in
answers to questions published by state media.

The official said rare-earth resources should “serve
domestic needs first” but China is also willing to meet
the “legitimate needs of countries around the world”.

Huawei fights back 
China produces more than 95 percent of the world’s

rare earths, and the United States relies on China for
upwards of 80 percent of its imports. Rare earths are 17

elements critical to manufacturing everything from tele-
visions to cameras and lightbulbs.

Huawei, meanwhile, is fighting back in what is shap-
ing up as a battle for who will dominate the future of
high-tech. Huawei has sued the US over the federal ban.
But it also faces a recent Trump administration order
that cuts it off from critical American-made components
for its products.

“The US government has provided no evidence to
show that Huawei is a security threat,” Huawei’s chief
legal officer Song Liuping told reporters, rejecting US
warnings that the company’s equipment could be used
by China to spy on other countries.

Risky business 
China has been accused of using its rare earth lever-

age for political reasons before. Japanese industry
sources said it temporarily cut off exports in 2010 as a
territorial row flared between the Asian rivals, charges
that Beijing denied. But experts say the Japan experience
showed that China’s leverage has some limits. “Ultimately,
concentrated rare earths supply in China had limited
economic and political effects,” according to a 2014
report by the Council on Foreign Relations think tank
written by University of Texas professor Eugene Gholz.

The report said China’s rare earth advantages
were already slipping away in 2010 due to normal
market behavior, including increases in non-Chinese
production and processing capacity, and innova-
tions that have contributed to reducing demand for
some rare earth elements.

Analysts have said China appears apprehensive
of targeting the minerals just yet, possibly fearful of
hastening a global search for alternative supplies of
the commodities. “I think China’s current objective
is to put pressure on the US for more American
concessions in the trade talks and compel the US to
be less harsh on Huawei and other Chinese tech
companies ,”  sa id Li  Mingj iang, China program
coord ina tor  a t  the  S . Ra ja ra tnam Schoo l  o f
International Studies (RSIS) in Singapore.

But China is likely to use a rare earths ban as a
policy tool if the US continues to be tough on trade
and Huawei, he said. The Global Times acknowl-
edged that banning rare earth exports to the US
could “produce complex effects, including incurring
certain losses on China itself.”

However, it  added, “China also clearly knows
that the US would suffer greater losses in that
situation.” —AFP

China threatens to deprive US of rare earths
US relies on China for 80% of its rare earths imports

Venezuela claims
130,000% inflation 
CARACAS: Venezuela ended 2018 with inflation above
130,000 percent while its crisis-hit economy shrank by
nearly half in the last five years, the central bank
claimed Tuesday-a figure far below international esti-
mates. Millions of people have fled the country as
astronomical rises in the cost of consumer goods and
broader economic woes have made food and basic
supplies unobtainable for average people.

The International Monetary Fund (IMF) predicts
inflation of 10 million percent by the end of the year, a
nearly eight-fold spike from the 1.37 million percent it
estimated for 2018.

Mismanagement of the country’s economy and
“highly distortionary policies” such as the use of price
controls and directed lending was responsible for the
country’s dire fiscal straits, the World Bank said in an
April report that forecast a further 25 percent GDP cut
this year. The central bank also reported that oil
exports-which account for 96 percent of the country’s
revenue-plummeted to $29.8 billion in 2018, down from
$71.7 billion in 2014, when oil prices collapsed and the
country’s political and economic crisis began.

Oil prices have since rebounded, but a drop in pro-
duction has hampered a return to previous revenue lev-
els. Venezuela was producing 1.03 million barrels of oil
per day in April, compared to 3.2 million barrels a

decade ago.
The central bank stopped providing official figures

three years ago without giving an official reason,
though it had already been holding back the amount of
economic information it reported.

Top IMF official Alejandro Werner told AFP in April
that Venezuela’s economic implosion had been “even
bigger than we anticipated”. “Based on experiences
with countries that have suffered similar collapses... for
most of them to recover living standards similar to what
they had before the collapse it has been a question of a
decade or decades,” he said. — AFP

Italy’s Ferrero 
to buy biscuit 
businesses 
of Kellogg
MILAN: Ital ian chocolate giant Ferrero said
Monday it was buying the biscuit and snack busi-
nesses of the American Kellogg Company for $1.3
billion (1.16 billion euros). “The Ferrero Group... will
acquire the cookie, fruit and fruit-flavored snack,
ice cream cone and pie crust businesses from
Kellogg Company,” which generated sales of
approximately $900 million in 2018, it said.

The brands Ferrero will acquire include popular
Keebler cookies as well as Famous Amos and
Murray Sugar Free cookies and fruit snacks such as
Stretch Island. Ferrero, founded as a family busi-
ness in 1946 and now the third-largest company in
the global chocolate confectionery market, has
acquired several US brands and businesses since
2017. The company behind Ferrero Rocher and the
hazelnut spread Nutella said it would also be buy-
ing from Kellogg six food manufacturing facilities
across the US, from Washington to Kentucky, as
well as two plants in Chicago.

The Kellogg biscuit businesses “are an excellent
strategic fit for Ferrero as we continue to increase
our overall footprint and product offerings in the
North American market,” said Giovanni Ferrero,
Executive Chairman of the Ferrero Group. “We
have great respect for Kellogg, its legacy and val-
ues, and are proud that Kellogg has chosen Ferrero
as a good home for these businesses,” he said in a
statement.

The deal is expected to close in the second half
of the year.—AFP

CARACAS: View of a tree decorated with banknotes which are
worthless - as a result of inflation - as people queue at a gas
station (left) in Caracas during a power outage.  —AFP ALBA: This picture taken yesterday in Alba, shows the logo at

the entrance of the Italian manufacturer of branded chocolate
Ferrero. —AFP


