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Trump says ‘big’ China trade deal possible
Huawei CFO arrest in Canada strains relations further

Russia CB raises 
rates, plans to 
resume FX buying
MOSCOW: Russia’s central bank hiked its main interest rate on
Friday, seeking to keep a lid on rising inflation and offset pressure
on an already weak ruble after it said it would resume foreign cur-
rency purchases for state reserves. The bank raised the rate by 25
basis points to 7.75 percent, and Governor Elvira Nabiullina
flagged further possible hikes next year. Most economists and
analysts in a Reuters poll had expected no change in borrowing
costs, though a significant minority forecast an increase.

“The decision taken is proactive in nature and is aimed at
limiting inflation risks that remain elevated, especially over the
short-term horizon,” the central bank said in a statement.

Friday’s hike was the second since September, when a slump in
the ruble forced the central bank to reverse a monetary easing
cycle and raise rates for the first time since 2014. The currency has
taken a hit from a global pressure on emerging market currencies
and US sanctions against Russia, losing 14 percent against the
dollar this year and contributing to upward pressure on inflation,
which hit an annual 3.8 percent in November. The central bank
said inflation would exceed its 4 percent target in the near future
and was likely to peak at around 6 percent in March or April. It

would “assess the feasibility of further increases in the key rate,
taking into account inflation and economic dynamics against the
forecast, as well as risks posed by external conditions and finan-
cial markets’ reaction to them,” Nabiullina said.

The bank expects GDP to rise between 1.5 and 2.0 percent
this year and just 1.2-1.7 percent in 2019. Research firm Capital
Economic predicted the bank, which holds its next rate-setting
meeting on Feb. 8, would raise the rate to 8.00 percent early
next year. “The tone of today’s communications make clear that
it wouldn’t take much to trigger another hike,” it said in a note.
Vladimir Tikhomirov, economist at BCS brokerage, said a further
hike would be needed soon if inflation topped 5 percent by early
February. In tandem with Friday’s rate hike the bank announced
a resumption of daily buying of foreign currency from Jan. 15,
which sent the ruble tumbling. The central bank started buying
foreign currency on the open market for the finance ministry’s
reserves in 2017 as a means of shielding Russia from fluctuations
in prices for oil, its key export. It halted the purchases in August
to ease pressure on the ruble. Nabiullina said the central bank
would resume FX buying “in full amount” and decide next year
how to carry out purchases it postponed in 2018.

The ruble fell to its weakest since Dec. 7 after her comments,
trading down 0.8 percent at 66.80 versus the dollar.  Anna
Zadornova, economist at UBS, said a high current account sur-
plus in the first quarter, when Russian energy exports are usually
strong, could help prop up the Russian currency. “But as the cur-
rent account surplus starts to roll over from the second quarter
onwards, we expect the FX purchases to become a drag on the
ruble exchange rate once again,” she said.  —Reuters

WASHINGTON: President Donald Trump on Friday
predicted a major US-China trade deal in the near
future, saying that Beijing’s negotiating position had
been weakened by the impact of the tariffs war
between the world’s top two economies.

“China wants to make a big and very comprehensive
deal. It could happen, and rather soon!” Trump tweeted.
His optimism followed China’s decision earlier Friday to
back off from extra punitive duties that had been
imposed this summer on US-made cars and auto parts.

The move was seen as the first concrete result of the
US leader’s G20 talks with his counterpart Xi Jinping
earlier this month. Those tariffs now fall from 40 per-
cent to 15 percent-the same rate imposed on all for-
eign-made vehicles. The relief will last for three months
from January 1.

“Suspension of the tariffs is a concrete measure to
implement the consensus reached by the two heads of
state,” said the announcement by the State Council’s
Tariff Commission Office, noting it applied to 211 prod-
uct codes.

Trump said the climbdown showed that China had
been forced to blink in their on-off spat, after months of
heavy US tariffs on Chinese imports.

“China just announced that their economy is grow-

ing much slower than anticipated because of our Trade
War with them. They have just suspended US Tariff
Hikes. US is doing very well,” Trump said.

Beijing’s move also demonstrated that talks to
resolve the trade conflict have survived the tension
sparked by Canada’s arrest of a top Chinese telecom
executive at the behest of US law enforcement.

Meng Wanzhou, chief financial officer of telecoms
behemoth Huawei, has been released on bail in Canada.
China wants her unconditional release. Washington
wants her extradited for allegedly violating US sanc-
tions on Iran. China apparently retaliated by detaining
two Canadians on suspicion of “harm to national secu-
rity”-a phrase often used by Beijing when alleging
espionage. Washington insists that the case is driven
purely by the US Justice Department, rather than any-
thing to do with the trade dispute, but Trump has mud-
died the waters by suggesting he might intervene if that
would help the trade talks.

Tit-for-tat
Trump and Chinese leader Xi Jinping agreed on the

sidelines of the G20 summit in Buenos Aires on
December 1 to a 90-day truce while they tried to find a
solution to the escalating trade dispute. Confusion and

unease over what agreement the two sides reached in
Argentina has roiled stock markets.

But trade negotiators talked on the phone this week
to discuss a timetable for talks. Friday’s announcement
in Beijing also confirms what Trump said on December
2 about China acting on the auto tariffs. “We hope that
both sides will-in accordance with the consensus
reached by the two heads of state, on the premise of
mutual respect, mutual equality, faithfulness, words and
actions-intensify consultations in the direction of can-
celling all of the extra tariff increases,” the State
Council’s statement said.

Stand to benefit 
The tariff suspension will benefit US carmakers like

Tesla and Ford which have seen China sales tumble. “It
is essential that governments work together to advance
balanced and fair trade. We look forward to learning
more,” a spokesman for Ford said after Trump
announced China would cut car tariffs.

International automakers Daimler, maker of the
Mercedes-Benz, and BMW have also exported
American-made SUVs to China. US exports to China
fell 25 percent on-year in November as the higher tar-
iffs on hundreds of American goods hurt demand.

In another signal that China may move to satisfy
Trump, the country’s top legislature announced Friday
that it would hold a session from December 23-29 to
discuss legislation on foreign investment and a draft
revisions to the patent law.

The United States has long complained of a lack of
fair access for foreign companies in China and rampant
theft of intellectual property.

For now, the National People’s Congress Standing
Committee has not provided details about the draft leg-
islation. Maintaining and resolving the trade truce could
help stabilize sentiment in China, where confidence in
the economy has been hurt by the trade frictions with
Washington.

Earlier on Friday, economic data showed Chinese
consumer spending grew at its slowest pace in 15 years
and factories eased up in November, raising the
prospect that Beijing could turn to fresh stimulus meas-
ures to help the sputtering economy.

China’s top officials on the Politburo said in a state-
ment Thursday that major economic indicators will be
kept within a reasonable range next year.

“The meeting also signalled further market open-
ing,” economists at Trivium Research wrote in a
newsletter. —AFP

DETROIT: In this file photo, people visit the Ford exhibit during the press preview at the 2018 North American International Auto Show in Detroit. China has agreed to cut tariffs on autos imported from the US, and resume
soybean purchases, Commerce Secretary Wilbur Ross said. —AFP

J&J shares plunge 
after report on 
asbestos in 
baby powder 
NEW YORK: US pharmaceutical and cosmetics group
Johnson & Johnson saw its shares plunge Friday after
a media report alleged the group had deliberately
concealed for decades that its baby powder some-
times contained asbestos.

A lengthy investigation by the Reuters news
agency, which reviewed thousands of company docu-
ments, showed the company marketed talc-based
products that, at least between 1971 and the beginning
in the 2000s, sometimes contained asbestos. The
company’s executives, researchers, doctors and
lawyers were aware but deliberately chose not to dis-
close this information and not to refer it to the author-
ities, according to the report.

Johnson & Johnson strenuously rejected the claims
made in the article, calling it “one-sided, false and
inflammatory.” “Simply put, the Reuters story is an
absurd conspiracy theory,” the company said in a
statement. “Johnson & Johnson’s baby powder is safe
and asbestos-free.”

J&J stock closed down more than 10 percent at
$133 on the New York Stock Exchange, its worst one-
day fall in 16 years. The controversy has long dogged
the company, which has been facing a wave of several
thousand court cases claiming the baby powder is
causing cancer. 

In July, Johnson & Johnson was ordered to pay $4.7
billion in damages to a group of 22 women claiming to
have developed ovarian cancer following the use of
the powder. The company said Friday there were rig-
orous tests showing the talc did not contain the can-
cer-causing mineral. In addition, “J&J has cooperated
fully and openly with the US FDA and other global
regulators, providing them with all the information
they requested over decades.” —AFP

In this file, Johnson’s baby powder remains stocked at a super-
market shelf in Alhambra, California.  —AFP


