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Companies in China remain 
wary despite US trade deal

BEIJING: Washington and Beijing may be
ready to sign a preliminary trade agreement,
but companies in China are not taking any
chances, forging ahead with contingency
plans in case the tariff war resumes. As
Chinese Vice Premier Liu He travels to
Washington from Monday to Wednesday to
seal the deal, manufacturers and suppliers told
AFP that they fear the agreement could be
upended even after it is signed.

Rather than focusing on the agreement, they
are planning for the worst — seeking new mar-
kets abroad, increasing their presence at home
or moving production overseas. The “Phase
One” deal signalled a de-escalation in a trade
conflict pitting the world’s two most powerful
economies against each other for nearly two
years. But even as the US held off last month
from a further escalation in tariffs, firms contin-
ue bearing the brunt of existing levies as well
as suffering a lower volume of orders amid sim-
mering trade tensions. Washington maintains
25 percent tariffs on about $250 billion worth
of Chinese imports. “Even if they signed the
Phase One deal, we don’t know if things will
change at a later stage,” said Alfred Wong,
CEO of D&S Products Manufactory, which is
headquartered in Hong Kong and has a factory
in the southern trade hub of Shenzhen.

‘China plus one’
Wong’s company, which makes child safety

products and greeting cards, has moved
almost a third of its production to Sri Lanka
since last September, even though it has not
been hit hard by existing tariffs. Wong said
that clients were unlikely to give it new deals if
it did not adopt a “China plus one” strategy of
diversifying operations outside the country.

He added that orders for products had fall-
en last year, much of it due to uncertainty over
potential escalations in tariffs. “Even if
President Donald Trump were not in office,
the US could still take action against China,”
said Wong. “Things are unlikely to return to
the way they were before the trade war.”

Jason Lee, CEO of metal parts manufactur-
er Shanghai EverSkill M&E, said the US mar-
ket made up about 60 percent of his compa-
ny’s sales before the trade war, but this has
dropped to around 40 percent.

He is now looking for more clients outside
the US to make up for some of the shortfall.
“In the long run, as a Chinese supplier, we can
only improve on our products and ensure they
are better compared with those from else-
where. That is the most fundamental solution,”
Lee said. Instead of looking abroad, Silver
Star, a robot vacuum-cleaner maker head-
quartered in Shenzhen, is now seeking to
increase its market share within China, partic-
ularly via e-commerce.

“Macroeconomic policies are not within
the control of small business owners like us,”

said company chief executive Ludwig Ye.
Some companies are also doing less research
and development for new products.

Kim Ng, managing director of kitchen
gadgets producer Ko Fung, said this has had a
knock-on effect on business for the rest of the
year as the production of new goods typically
comes after research and development. Ng
added that the potential cut in tariffs in the
Phase One deal is only from 15 percent to 7.5
percent on around $120 billion of Chinese
imports. “President Trump is attacking China
to boost his popularity, and it is (a US presi-
dential) election year. I expect the further
stages of negotiations will be more difficult,”
he said.

Limited benefits 
Iris Pang, Greater China economist at ING,

said the rollback on tariffs is likely to benefit
only “a very small group of exporters”. UOB
bank’s head of research Suan Teck Kin said
that while the deal suggests that trade ten-
sions have stopped escalating, it does not
address other sources of strain such as
China’s subsidies to state-owned enterprises.
Analysts also remain divided on whether
China is likely to raise its purchase of US agri-
cultural goods to at least $40 billion annually
over two years, a figure invoked by US offi-
cials. China has not confirmed the numbers,
but Suan said it was not impossible to achieve.

If US farm-product purchases hit around $40
billion by 2021, it would likely represent about
23 percent of China’s agricultural imports. At
its 2015 peak, US farm products made up
nearly 25 percent of China’s imports, he said.

Tensions also remain on other fronts, espe-
cially in technology, with the US having

imposed sanctions on Chinese telecom champi-
on Huawei. “There seems to be an escalation of
the tech war between China and the US, and
between China and the rest of the world,” said
Pang. “It seems that it’s not only a trade war
now, it’s an overall resistance towards China’s
development of advanced technologies.” —AFP

Firms ready contingency plans if tariff war resumes

French PM offers 
concession to 
unions over 
pension reform
PARIS: French Prime Minister Edouard Philippe on
Saturday offered a major concession to unions contesting
his government’s overhaul of the pension system, in a
move aimed at ending strikes which are now in their fifth
week. Philippe said in a letter to unions and employers

that he was prepared to withdraw plans to raise the
retirement age for full pension benefits by two years to
64 if certain conditions were met.

“The compromise that I’m offering ... seems to me the
best way to peacefully reform our retirement system,”
Philippe said in a copy of the letter obtained by Reuters.

He made the concession after talks between the gov-
ernment and trade unions to break the deadlock failed on
Friday. The CFDT, France’s biggest union which is
inclined to accept a limited reform, welcomed the move,
saying in a statement that it showed ‘the government’s
will to find a compromiseî. But the hardline CGT union,
which wants the reform dropped altogether, rejected the
offer and called on workers to participate in a series of
protests planned for next week.

The government’s concession comes as tens of thou-

sands of demonstrators marched through eastern Paris
against the reform, which aims to replace France’s myri-
ad sector-specific pension schemes with a single
points-based scheme. The protest turned violent on its
fringes with police firing tear gas and charging groups
smashing windows and lighting rubbish bins and bill-
boards on fire.

The government’s standoff with the unions is the
biggest challenge yet of President Emmanuel Macron’s
will to reform the euro zone’s second-biggest economy.

Philippe’s government had hoped to create incen-
tives to make people work longer, notably by raising
the age at which a person could draw a full pension to
64 while maintaining the legal retirement age at 62. The
government has argued that the pension reform, which
would be the biggest since World War II, would make

the system fairer while also putting it on a more sound
financial footing.

With one of the lowest retirement ages among indus-
trialized nations, France currently spends the equivalent
of 14 percent of economic output on pensions.

Philippe aims to present the reform bill on Jan. 24 so
that it can be discussed in parliament starting in mid-
February with the aim of passing a law before the sum-
mer break. He said in the letter he expected unions and
employers to agree on how to ensure the long-term
financing of the pensions system in April. If they failed to
agree, the government would pass decrees guaranteeing
the pension system is in the black by 2027, he added. The
CGT said that was simply a tactic to impose a higher
retirement age as unions and employers were unlikely to
find an agreement. — Reuters 

WASHINGTON, DC: In this file photo China’s Vice Premier Liu He (left) speaks with US
President Donald Trump during a trade meeting in the Oval Office at the White House in
Washington, DC, on April 4, 2019. — AFP


