
Sunday, September 16, 2018

12
B u s i n e s s

Canada working 
on WTO reform
TORONTO: Canada is working on a project for
reform of the World Trade Organization (WTO) and
aims to organize international talks on the subject
next month, Canadian sources said Friday as US
pressure on the body mounts. President Donald
Trump threatened late last month to pull his country
out of the WTO, which arbitrates trade disputes, if it
does not “shape up.”

He has previously criticized the WTO’s dispute
settlement system as being unfavorable to the US,
although the body most often rules in favor of the
United States when Washington brings cases before
it. “We recognize the challenges at the heart of the
WTO and believe it is necessary to find the means to
do the necessary work to advance reforms,” a
spokesman for Jim Carr, Canada’s Minister of
International Trade Diversification, told AFP.

“This work has started,” he said, adding that “the
WTO can overcome some of its historic challenges
and make progress.”

A small group of like-minded trade ministers will
gather in Ottawa October 24-25 “to discuss WTO
reform,” a Canadian government source told AFP,
requesting anonymity given the sensitivity of the
discussions.

The group will “identify concrete means of
improving the WTO over the short, mid and long
term,” the source said, adding preparatory work has
already begun.

Australia, Brazil, Chile, the European Union, Japan,
Kenya, Mexico, New Zealand, Norway, Singapore,
South Korea and Switzerland will be part of the
working group, the official said.

A European diplomatic source said the Ottawa
gathering is “not totally confirmed” because a
meeting of trade ministers from the G20 group of
major economies was taking place, and Canada is
still verifying if it has enough support for steering
WTO reform.

At their meeting Friday in Argentina, the G20
trade and investment ministers recognized “the
urgent need to discuss current events in international
trade and ways to improve the WTO to face current
and future challenges,” a communique said.

In July, Trump won a commitment from visiting
European Commission chief Jean-Claude Juncker to
work together for WTO readjustment to address
some of the US leader’s complaints about China over
the theft of US technology, the behavior of state-
owned enterprises, and overcapacity in steel.

Trump complained in April on Twitter that the
WTO considers China a developing nation, despite
its economic might. “They therefore get tremendous
perks and advantages, especially over the US,” he
said. “The WTO is unfair to US.”

WTO Director-General Roberto Azevedo has
agreed with a call from French President Emmanuel
Macron “on the need to strengthen the WTO and to
make it more effective in addressing the trade chal-
lenges of today,” as the protectionist US administra-
tion imposes tariffs on allies and trade disputes have
multiplied. —AFP 

MOSCOW: Russia’s central bank on Friday raised its
interest rates for the first time since a currency crisis in
2014 as worries about emerging market turmoil and
Western sanctions batter the ruble.

The Bank of Russia said in a statement it was lifting
its benchmark lending rate by 0.25 percentage point to
7.5 percent and could raise it again in the future to rein
in any acceleration in inflation.

“Changes in external conditions” since the bank’s
last policy meeting in July “have significantly increased
pro-inflationary risks,” the statement said. The bank cit-
ed growing uncertainty over Western sanctions as well
as capital outflow from emerging markets.

A surprise 
The move came as a surprise: Analysts had been

pencilling in no change in borrowing rates from this
meeting, after rates remained unchanged since
March 2017. 

Upgrading the bank’s inflation forecast for next year
to 5.0-5.5 percent from 4.0 percent previously, Bank of
Russia chief Elvira Nabiullina told journalists that the
weakening of the ruble observed in August “could fuel a
further rise in inflation expectations”.

“The Bank of Russia will consider the necessity 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 the reac-
tion of financial markets,” the statement said. 

The central bank also announced it would halt its
purchases of foreign currency-aimed at balancing
effects of the oil price and stabilizing the ruble-until the
end of the year.

The bank said this was intended “to curtail exchange
rate volatility and its influence on inflation over the next
few quarters.” Since the latest round of US sanctions
and under the threat of further measures, the ruble has
dropped sharply in value against the dollar and euro.

The central bank’s latest rate raise immediately
pushed up the value of the ruble against the dollar
and euro after it had fallen further at the beginning of
this week.

Ruble rising 
In the minutes after the announcement, the dollar and

euro fell against the ruble. At around 1500 GMT the
euro was exchanged for 79.36 rubles on the Moscow
stock exchange and the dollar at 68.05 rubles.

On Monday the dollar broke the symbolic barrier of
70 rubles and the euro rose to more than 81.75 rubles,
levels not seen since March 2016. The fall in the ruble’s
value since August “has made the Bank much more con-
cerned about inflation next year,” said analysts London-
based Capital Economics. 

The central bank was also acting “to stem capital
outflows resulting from fears about new US sanctions,”
the analyst note said. The Bank of Russia last increased
its benchmark lending rate to 17 percent in December
2014 in an emergency move aimed at stemming a dra-
matic decline in the ruble amid falling oil prices and
Western sanctions at the time.

The announcement of the new rate hike immediately
bolstered the value of the ruble against the dollar and
euro.  The central bank is scheduled to hold its next
monetary policy meeting on October 26. —AFP

Russia raises interest rates 
for first time since 2014 

Emerging market turmoil, sanctions batter ruble 

VLADIVOSTOK: Russian President Vladimir Putin (center) shakes hands with South Korean Prime Minister Lee
Nak-yeon (R) next to Chinese President Xi Jinping (left) and Mongolian President Khaltmaagiin Battulga during
the plenary session of the Eastern Economic Forum in Vladivostok. — AFP

Iran says OPEC 
has ‘not much 
credit’ left
TEHRAN: Oil cartel OPEC has “not much credit” left as
some members are turning it into “a tool for the US”, a
senior Iranian official said in comments published yes-
terday. “Saudi Arabia and the UAE are turning OPEC
into a tool for the US and consequently the organisa-
tion has not much credit left,” Iran’s OPEC governor
Hossein Kazempour Ardebili told the Shana newswire,
affiliated to Iran’s Oil Ministry. “It is a fact that OPEC is
losing its organisational character and becoming a
forum,” he added.

In a move heavily opposed by Iran, OPEC and other oil
producers including Russia agreed in June to boost crude
output by around a million barrels a day, reversing course
after supply cuts that had cleared a global glut and boost-
ed prices.

Iran, a founding member of the cartel, had been against
the move which came as the country faces renewed US
sanctions after Washington’s decision to leave the 2015
nuclear deal between Tehran and world powers.

The US decision had stoked supply concerns on world
markets. Ardebili also accused Saudi Arabia and Russia of
taking the market “hostage” through increased production

and said that OPEC’s responsibility is to restore market
balance, not to boycott its founding members. US
President Donald Trump has repeatedly urged the cartel to
raise its production and said that other countries must
stop buying oil from Iran or face US sanctions.

Meanwhile, output from Iran has hit its lowest level
since July 2016 as top buyers India and China dis-
tance themselves from Tehran due to looming US
sanct ions  on  November  5 , according to  the
International Energy Agency. — AFP

Citigroup to pay 
$12m in US for 
misleading 
on ‘dark pool’
NEW YORK: US securities regulators
announced Friday that Citigroup would pay $12
million for misrepresenting practices on a pri-
vate exchange to clients.

The Securities and Exchange Commission

charged Citigroup with falsely leading users
to believe high-frequency traders were not
permitted on Citi Match, a premium-priced
“dark pool,” a private marketplace separate
from the New York Stock Exchange and other
public markets.

In fact, two of Citi Match’s most active users
were high-frequency traders and executed
more than $9 billion in orders on the exchange,
the SEC said.

Large investors like dark pools as a way of
commissioning transactions without swaying
prices and boosting the cost of their orders.
But the venues have been criticized for lack of
transparency.

The SEC also said Citigroup failed to dis-

close that trades were routed to other platforms,
including other dark pools. Citigroup sent
orders saying the orders had been executed on
Citi Match when they had been put through on
other venues, the agency said.

“Market participants deserve to make
informed decisions about where they execute
their orders,” said Joseph Sansone, head of the
SEC’s enforcement group’s market abuse unit.

“All trading venues, regardless of their trade
volume, must ensure that their users have accu-
rate information, particularly about key issues
like order routing.”

Citigroup did not admit or deny the charges
but agreed to be censured as part of the settle-
ment, the SEC said. — AFP

LONDON: London’s vast financial serv-
ices industry must never again be the
“master of the economy”, the opposition
Labour finance spokesman said yester-
day in a speech accusing bankers of
profiting from speculation at the
expense of ordinary people.

John McDonnell, a veteran socialist
who is now seeking to reassure busi-
ness, promised higher taxes and tougher
regulation on banks on the 10th anniver-
sary of the collapse of Lehman Brothers
- the pivotal moment in the global finan-
cial crisis. In a speech outside the Bank
of England, McDonnell will say ordinary
people are still paying the price for the
crisis through falling living standards
and cuts to public services.

“One of the key lessons to be learnt
from the crash is that never again must
we allow finance to become the master
of the economy, rather than its servant,”
McDonnell will say, according to
excerpts of his speech. “Labour in gov-
ernment will put finance to work for the
real economy.”

With Prime Minister Theresa May’s
government weakened by her
Conservative Party’s infighting over
Brexit, Labour is hoping her minority
government will collapse. Most recent
opinion polls show Labour level with the
Conservatives, meaning they could form

the next government, although the next
election is not due until 2022.

Despite his previous antipathy
towards bankers, McDonnell is trying to
win the support of financial leaders just
as former Labour leader Tony Blair
helped prepare his party for power with
what was dubbed the “prawn cocktail
offensive” in the 1990s.

For example, McDonnell went for
talks with the Wall Street bank Goldman
Sachs earlier this week to discuss
Britain’s upcoming departure from the
European Union.

However, his speech will be clear that
Labour will seek to extract more rev-
enue from the City of London, including
proposals to expand an existing tax on
shares to trading on other assets such as
bonds and derivatives. 

He will say the financial industry
needs to do more to rebalance the
economy towards manufacturing and
technology industries rather than lend-
ing to invest in property. 

“The crash also exposed how far
the balance in the role of the City had
been tipped away from securing long
term investment  in  our economy
towards short-term, high-stakes gam-
bling,” he will say. “We will restore
balance to the role of finance in our
economy.” — Reuters

Trade war seen 
among threats 
to US economic
upturn
NEW YORK: Ten years after the fall of
Lehman Brothers helped spark the global
financial crisis, the United States is in the
midst of an exceptionally long cycle of
economic growth.

Most major economic indicators contin-
ue to show a green light but some econo-
mists see warning signs. Market watchers
believe a trade war is one  thing that could
help make the US economy hit the brakes.

Below is an assessment of today’s US
economic outlook in green, yellow and red.

Green: full speed ahead 
Many key measurements are at or near

multi-year highs such as those assessing
manufacturing, consumer confidence and
unemployment. 

Other signs of robustness include sol-
id job growth, higher gross domestic
product and numerous stock market
records following strong corporate prof-
its. Companies in the S&P 500 reported
a 25 percent in second-quarter profits,
the biggest increase since 2010, accord-
ing to FactSet.

Orange: signs of slowing? 
As the unemployment rate has fallen

below four percent, one source of unease
for economists has been the prospect of
inflation.  That worry appeared to gain
some traction after the August jobs report
showed a 2.9 percent rise in hourly wages,
the biggest jump in nine years.

Another sign of accelerating inflation
came with the July reading on personal
consumption expenditures, the highest in
six years. Other inflation data have been
more benign.

In light of these trends, the Federal
Reserve is expected to lift interest rates
two more times this year.

Higher interest rates could weigh on
households in the form of increased mort-
gage and loan payments. Even more worri-
some is the prospect of a rapid spike in
inflation that hastens Fed interest rate

hikes. “We might keep raising interest rates
and the economy can’t take it and we put
the country into recession,” Neel Kashkari,
president of the Minneapolis Federal
Reserve Bank, told a recent “Marketplace”
radio broadcast.

Worries about interest rates have crys-
talized in recent months over the prospect
of an “inverted yield curve,” when short-
term bond yields rise above long-term
yields, traditionally a predictor of reces-
sions. The yield curve has been of late clos-
er to inversion than at any time since 2007.

While economists watch the yield curve,
some key figures, including Fed Chair
Jerome Powell, are skeptical of the indica-
tor’s significance.

Red: Major worry spots 
“The major risk of a recession is the

trade war. It could result in higher inflation
and lower consumption as the Fed tight-
ens its monetary policy,” said Gregori
Volokhine, president of Meeschaert
Financial Services. Of particular concern
is the worsening conflict between Beijing
and Washington. President Donald Trump
has threatened to impose hefty tariffs on
all Chinese exports to the United States, a
move that would bruise the Chinese
economy.

Another source of unease is the cloud
surrounding emerging markets that hold
large dollar-denominated debts, with
Argentina and Turkey at the top of the list.

“With their currency falling, it’s more
problematic for them to pay back any loan
they have outside the country, “ said Tom
Cahill, a strategist at Ventura Wealth
Management. “At some point it’s going to
reverberate around the world.”

Others raising this red flag include
International Monetary Fund chief
Christine Lagarde, who has warned a sud-
den spike in interest rates could shock the
global economy.

Emerging economies currently hold
debts of $3.7 trillion in dollars and 644 bil-
lion in euros, according to the Bank for
International Settlements.

US politics is another potential wildcard
for the economy, with the prospect of a
Democratic sweep of midterm congres-
sional elections seen as boosting the odds
of Trump’s impeachment.

While it is unclear whether Trump
would be forced to step down, some mar-
ket watchers think consumer confidence
could be jeopardized by a protracted
impeachment. —AFP
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