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HONG KONG/LONDON: HSBC’s shares in Hong
Kong and Standard Chartered’s in London fell yes-
terday to their lowest since at least 1998 after media
reports that they and other banks, including
Barclays and Deutsche Bank, moved large sums of
allegedly illicit funds over nearly two decades
despite red flags about the origins of the money.

The BuzzFeed and other media articles were
based on leaked suspicious activity reports (SARs)
filed by banks and other financial firms with the US
Department of Treasury’s Financial Crimes
Enforcement Network (FinCen). HSBC shares in
London fell as much as 5 percent to 288 pence,
their lowest intraday level since 2009, after the
lender’s Hong Kong shares earlier touched a 25-
year low. The stock has now nearly halved since the
start of the year.

StanChart dropped as much as 4.6 percent in
London to its lowest since 1998, against the back-
drop of a broader selloff in the market with the
STOXX European banks index down 4.8 percent.

More than 2,100 SARs, which are in themselves
not necessarily proof of wrongdoing, were obtained
by BuzzFeed News and shared with the
International Consortium of Investigative Journalists
(ICIJ) and other media organizations. In a statement
to Reuters on Sunday, HSBC said “all of the infor-
mation provided by the ICIJ is historical.” The bank
said that as of 2012 it had embarked on a “multi-
year journey to overhaul its ability to combat finan-
cial crime.”

StanChart said in a statement it took its “respon-
sibility to fight financial crime extremely seriously
and have invested substantially in our compliance
programs”. Barclays said it believes it has complied

with “all its legal and regulatory obligations, includ-
ing in relation to US sanctions.” The most number of
SARS in the cache related to Deutsche Bank, whose
shares fell 5.2 percent on Monday. In a statement on
Sunday, Deutsche Bank said the ICIJ had “reported
on a number of historic issues.”

“We have devoted significant resources to
strengthening our controls and we are very focused

on meeting our responsibilities and obligations,” a
spokesperson for the bank said. London-headquar-
tered HSBC and StanChart, among other global
banks, have paid billions of dollars in fines in recent
years for violating US sanctions on Iran and anti-
money laundering rules.

The files contained information about more than
$2 trillion worth of transactions between 1999 and
2017, which were flagged by internal compliance
departments of financial institutions as suspicious.

The ICIJ reported the leaked documents were a
tiny fraction of the reports filed with FinCEN. HSBC
and StanChart were among the five banks that
appeared most often in the documents, the ICIJ

reported. “It confirms what we already knew - that
there are huge numbers of SARs being filed with
relatively low numbers of cases brought through to
prosecution,” said Etelka Bogardi, a Hong Kong-
based financial services regulatory partner at law
firm Norton Rose Fulbright.

The SARs showed that banks often moved funds
for companies that were registered in offshore
havens, such as the British Virgin Islands, and did
not know the ultimate owner of the account, the

report said. Staff at major banks often used Google
searches to learn who was behind large transac-
tions, it said. In some cases the banks kept moving
illicit funds even after US officials warned them they
could face criminal prosecutions if they continued
to do business with criminals or corrupt regimes, it
said. Global banks in the recent years have boosted
investments on technology and staff to deal with
tighter anti-money laundering and sanctions regula-
tory requirements across the world. — Reuters
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Europe lockdown 
fears trigger 
stocks sell-off 
LONDON: European stocks were headed for
their worst fall in three months yesterday as
fears that a second wave of COVID-19 infec-
tions would lead to new social distancing
measures hit travel and leisure shares and
banks amid a new dirty money scandal. There
could be up to 50,000 new cases per day in
Britain by the middle of October if the epi-
demic continues at its current pace, the coun-
try’s chief scientist adviser warned amid spec-
ulation over new “stay-at-home” orders from
the government.

“I think they’re (investors) clearly nervous
on chances of a second lockdown”, said Jane
Shoemake, an investment director at Janus
Henderson. London’s FTSE 100 was the
worst-hit blue chip index in Europe, falling
bout 3.5 percent with UK-focused midcaps in
the FTSE 250 dropping over 4 percent.

The pan-European STOXX 600 was down
2.9 percent, a fall not matched since the
beginning of June.

Europe’s travel and leisure index fell 5.7
percent, its worst drop since April with air-
lines such as BA owner IAG retreating 13.5
percent or Lufthansa 8 percent. European
banks fell over 6 percent just a few points
from a record low following reports that
banks such as HSBC and Standard Chartered
were among those moving large sums of
allegedly il l icit funds over the past two
decades.

HSBC’s shares in Hong Kong and Standard
Chartered’s in London fell yesterday to their
lowest since at least 1998 after media reports
that they and other banks, including Barclays
and Deutsche Bank, moved large sums of
allegedly illicit funds over nearly two decades
despite red flags about the origins of the
money. Barclays and Deutsche Bank, which
were also mentioned in the reports, fell 5.6
percent and 5.8 percent, respectively.

Meanwhile, a report from China’s state-run
Global Times suggested that HSBC could be a
possible candidate for inclusion in the coun-
try’s “unreliable entity list” that targets foreign
firms which violate Chinese laws or commit
“illegal acts”. Among other individual stocks,
Britain’s Rolls-Royce Holdings slumped 9.6
percent after the aero-engine maker said it
was looking to raise up to 2.5 billion pounds
($3.2 billion) in an effort to strengthen its bal-
ance sheet.

German telecom 1&1 Drillisch dropped 28
percent after warning that an increase in the
cost of its network access deal with
Telefonica Deutschland would hit profits this
year. Its parent United Internet fell 26.1 per-
cent. Adding to recent string of M&A activity,
Play Communications soared 37.2 percent
after French telecoms group Iliad said it plans
to acquire the Polish mobile phone operator in
a 3.5 billion euros ($4.15 billion) deal. Iliad
slipped 2.3 percent.  — Reuters

Judge halts WeChat 
download ban in 
US-China tech battle
NEW YORK: A US judge on Sunday blocked the
government’s ban on WeChat downloads, hours
before it was due to take effect in an ongoing tech-
nology and espionage battle between Washington
and Beijing. The Trump administration had ordered
a ban on downloads of the messaging platform
WeChat as well as hugely popular video-sharing
app TikTok, both owned by Chinese companies.
Both bans have now been suspended.

A California court ruling said it granted a
“motion for a nationwide injunction against the
implementation” of the government order on
WeChat, with the judge citing concerns over free
speech. The order would have slowed WeChat down
and made it unusable in the United States for video
chats with family and friends, according to experts.
Owned by technology giant Tencent, WeChat has
around 19 million active daily users in the United
States. When contacted by AFP, Tencent declined to
comment on the ruling. The ruling “is a short-term
relief for the plaintiffs, who wanted to be sure that

the app was not shut down tonight,” said Carl Tobias,
a law professor at the University of Richmond. If the
government appeals and wins, the plaintiffs can
appeal that decision. “The plaintiffs wanted to just
buy time,” Tobias said. “It may be very soon that the
president is no longer the president.”

As President Donald Trump seeks a break-
through with voters to win a second term in the
November 3 election, he has increasingly put
national security and his aggressive stance toward
China at the center of his campaign.

He regularly accuses Democratic opponent Joe
Biden of weakness toward Beijing. The president
said Saturday that he had approved a deal allowing
Silicon Valley giant Oracle to become data partner
for TikTok to avert a shutdown of that app. The
deal, announced by the companies, includes
Walmart as a commercial partner and would create
a new US company named TikTok Global.

National security threat? 
TikTok-owned by China’s ByteDance-confirmed

the Oracle agreement, which came as companies
raced against the Sunday deadline. The US
Department of Commerce on Saturday announced
it was postponing the ban on TikTok downloads
until September 27, due to “recent positive devel-
opments.” Commerce Secretary Wilbur Ross on
Friday accused China of using the two apps “to
threaten the national security, foreign policy, and

the economy of the US.” WeChat is “mostly used by
Chinese visiting or working here or by Chinese-
Americans staying in touch with their relatives,”
said William Reinsch of the Center for Strategic and
International Studies in Washington.

That includes several hundred thousand Chinese
students in the United States, who use it for daily
online conversations. Trump has often claimed,
without providing evidence, that TikTok and
WeChat are collecting user data for Beijing. 

In early August, he gave ByteDance until
September 20 to hand over TikTok’s US operations
to an American company. — AFP

HONG KONG: Pedestrians wear face masks as they walk past HSBC signage outside a branch of the bank
in Hong Kong. — AFP

ByteDance says 
TikTok will be its 
subsidiary under 
deal with Trump
NEW YORK/BEIJING: China’s ByteDance said yes-
terday that TikTok’s global business will become its
subsidiary, even as Oracle Corp and Walmart Inc said
over the weekend that they and US investors would
own the majority of the video app following a deal
with US President Donald Trump’s administration.

Trump signed an executive order on Aug. 14 giv-
ing ByteDance 90 days to sell TikTok, amid con-
cerns that the personal data of as many as 100 mil-
lion Americans that use the app could be passed on
to China’s Communist Party government. On
Saturday, he said he supported a deal in principle
that would allow TikTok to continue to operate in the
United States. Accounts of the deal differ. ByteDance
said on Monday that it will own 80 percent of TikTok
Global, a newly created US company that will own
most of the app’s operations worldwide. Oracle and
Walmart, which have agreed to take stakes in TikTok
Global of 12.5 percent and 7.5 percent respectively,
had said on Saturday that majority ownership of
TikTok would be in American hands.

ByteDance in its statement yesterday said it was
a “rumor” that US investors would be TikTok
Global’s majority owners and that ByteDance would
lose control over TikTok. Oracle declined to com-
ment on ByteDance’s statement, while Walmart did
not respond to a request for comment.

Some sources close to the deal have sought to
reconcile the discrepancy by pointing out that 41
percent of ByteDance is owned by US investors, so
by counting this indirect ownership TikTok Global
would be majority owned by US parties. One of the
sources said the deal with Oracle and Walmart val-
ues TikTok Global at more than $50 billion.

TikTok also confirmed plans for an initial public

offering of TikTok Global. The Beijing-based firm
said TikTok Global’s board of directors will include
ByteDance founder Zhang Yiming as well as
Walmart’s chief executive Doug McMillon and cur-
rent directors of ByteDance. The company declined
to further comment on who else would be among
the directors. Oracle and Walmart said in a joint
statement on Saturday that four out of the five
board of directors will be Americans. The current
plan for TikTok Global does not involve any transfer
of algorithms or technologies, and Oracle will be
able to inspect TikTok US’s source code,
ByteDance said. This is akin to US companies such
as Microsoft Corp sharing their source code with
Chinese technology experts, ByteDance added.
Oracle and Walmart have said all of TikTok’s tech-
nology will be in possession of TikTok Global.

ByteDance also said a $5 billion payment of tax-
es TikTok Global is reportedly supposed to make to
the US Treasury is based on estimated income and
other taxes the company will need to pay over the

next few years and has nothing to do with the deal
reached with Oracle and Walmart.

Trump last week had said there would be a $5
billion US education fund as part of the deal but
ByteDance has said it was not aware of this.
ByteDance owning the majority of TikTok Global
and the algorithms means that ByteDance is “not
out of the game” and has avoided the worst-case
scenario, China’s state-run newspaper Global Times
said in an editorial published on Sunday.

Shen Yi, a Fudan University professor, said in a
separate article published in the Global Times on
Monday that Trump’s nod to the deal “could even
been seen as a reversal of US President Donald
Trump’s executive order issued in August” and that
it was helped by a “concerted effort” by the
Chinese government, ByteDance and US domestic
forces. “If the Trump administration makes more
moves to block the deal, it may encounter direct
checks and balances from interest groups of Wall
Street.” — Reuters

BEIJING: A woman walks past the headquarters of ByteDance, the parent company of video sharing app TikTok, in
Beijing. — AFP

WASHINGTON: The WeChat app is displayed in the App
Store on an Apple iPhone in Washington, DC. — AFP


