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Maldives’ Chinese
debt and political
risk could lead to 
trouble in paradise
NEW DELHI: A victory for President Abdulla
Yameen in a Sunday election in the Maldives
could ramp up pressure on its finances, as the
government stays the course on a Chinese-
backed infrastructure boom that is in danger of
swamping the economy.

The Maldives under Yameen has grown
closer to China - to the alarm of traditional ally
India - with China funding roads, bridges and
an extension to the international airport as part
of its Belt and Road Initiative (BRI) of infra-
structure projects in almost 70 countries from
Mongolia to Montenegro.

But a Chinese takeover of a port in neigh-
boring Sri Lanka and problems in several other
countries have led to fears the initiative is a
debt trap to hook countries into China’s sphere.
China dismisses that.

Yameen is seeking a second five-year term
in the Indian Ocean archipelago known for its
sun-kissed tourist beaches and diving. His main
rivals have been jailed on charges ranging from
terrorism to attempting to topple the govern-
ment, leading to doubts abroad about the legit-
imacy of the vote.

The Maldives, a small economy heavily
reliant on tourism, is one of the most at-risk
countries of any involved with the BRI to the
distress of debt, said the Center for Global
Development, a Washington D.C.-based think-
tank tracking the initiative.

The center, using publicly available informa-
tion, estimates China’s loans to the Maldives at
$1.3 billion - more than a quarter of its annual
gross domestic product.

An exiled former prime minister, Mohamed
Nasheed, who wants to renegotiate the deals
with China, told Reuters in June the loans
could be more than $2.5 billion, without citing
his source. Scott Morris of the Center for
Global Development said China’s loans gave it
a dominant role.

“That raises concerns to have such a domi-
nant role being played by another govern-

ment,” Morris told Reuters. “You have to think
about what happens in a case of distress - who
calls the shots in that situation. China is not
bound by the kinds of standards that other
major creditors are.”

The two ratings agencies covering the
country, Fitch and Moody’s, both rate the
Maldives as sub-investment grade, and the
World Bank and the International Monetary
Fund see a high likelihood of distress if current
spending continues.

Moody’s cut its outlook to “negative” in July,
citing the boom in infrastructure spending as a
cause for concern. “They have a massive infra-
structure program and, as part of that, they
have been raising debt,” Anushka Shah from the
rating agency told Reuters. “There has been a
big increase in debt since the infrastructure
projects started.” Fitch rates its outlook as “sta-
ble”, but also cautioned over rising debt in its
last update on the country in May.

Yameen has brushed off worries. “The
internat ional  community  be l ieves  the
Maldives can settle the debts,” he told a
question and answer session organized by
the Maldives National University on Sunday.
“We are bringing foreign investment that is
the b iggest  the country has  seen.”  He

declined to comment further when contacted
by Reuters.

Political risk
The Maldives’ economy has grown by an

average of 6 percent a year for the last five
years, buoyed by tourism and construction,
according to Fitch. But both ratings agencies
urged investors to be cautious in February after
the Supreme Court freed political prisoners,
against the wishes of Yameen, sparking a polit-
ical crisis and leading several countries includ-
ing China and the United States, to warm their
citizens against travel there.

“We take into account fairly elevated politi-
cal risk in our rating,” said Shah. “Political ten-
sions affect policy and could also have some
spill-over into the tourism sector.”

The political tension had little impact on
visitor numbers, the government said, reporting
that arrivals rose more than 10 percent year-
on-year in the first seven months of 2018 -
though visits from China, its biggest market, fell
by more than 8 percent. The infrastructure
boom is effectively a “bet” on being able to
grow these numbers, said Morris. “But in the
meantime, they have to be able to service that
debt as it comes due,” he said. — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.391611 0.405511
Czech Korune 0.005904 0.015204
Danish Krone 0.043426 0.048425
Euro 0. 346856 0.360556
Georgian Lari 0.114877 0.114877
Hungarian 0.000998 0.001188
Norwegian Krone 0.033046 0.038246
Romanian Leu 0.059338 0.076188
Russian ruble 0.004443 0.004443
Slovakia 0.009053 0.019053
Swedish Krona 0.029969 0.034969
Swiss Franc 0.308608 0.319608

Australasia
Australian Dollar 0.209793 0.221793
New Zealand Dollar 0.193510 0.203010

America
Canadian Dollar 0.227114 0.236114
US Dollars 0.299300 0.304600
US Dollars Mint 0.299800 0.304600

Asia
Bangladesh Taka 0.002987 0.003788

Chinese Yuan 0.042690 0.046190
Hong Kong Dollar 0.036586 0.039336
Indian Rupee 0.003661 0.004433
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002623 0.002803
Korean Won 0.000259 0.000274
Malaysian Ringgit 0.069919 0.075919
Nepalese Rupee 0.002623 0.002963
Pakistan Rupee 0.001878 0.002648
Philippine Peso 0.005498 0.005798
Singapore Dollar 0.215739 0.225739
Sri Lankan Rupee 0.001518 0.002098
Taiwan 0.009720 0.009900
Thai Baht 0.008938 0.009488

Arab
Bahraini Dinar 0.789886 0.806386
Egyptian Pound 0.014322 0.020040
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000204 0.000264
Jordanian Dinar 0.423623 0.432623
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.022398 0.046398
Omani Riyal 0.781734 0.787414
Qatar Riyal 0.079047 0.083987
Saudi Riyal 0.079820 0.081120
Syrian Pound 0.001286 0.001506
Tunisian Dinar 0.105273 0.113273
Turkish Lira 0.042220 0.053720

UAE Dirhams 0.081180 0.082880
Yemeni Riyal 0.000986 0.001066

EXCHANGE RATES

Dollarco Exchange Co. Ltd

US Dollar 303.040
Canadian Dollar 233.020
Sterling Pound 399.970
Euro 355.740
Swiss Frank 294.200
Bahrain Dinar 805.895
UAE Dirhams 82.910
Qatari Riyals 84.145
Saudi Riyals 81.705
Jordanian Dinar 428.700
Egyptian Pound 16.946
Sri Lankan Rupees 1.835
Indian Rupees 4.185
Pakistani Rupees 2.438
Bangladesh Taka 3.625
Philippines Pesso 5.613
Cyprus pound 18.030
Japanese Yen 3.705
Syrian Pound 1.590
Nepalese Rupees 2.619
Malaysian Ringgit 73.925
Chinese Yuan Renminbi 44.620
Thai Bhat 10.290
Turkish Lira 48.310
Singapore dollars 219.304
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KUWAIT: Growth in NBK’s consumer spending index
slowed to 3.5 percent y/y in August from 6.5 percent in
July, affected by travel and holidays. The index dropped
2.5 percent on the month, coinciding with Hajj (Islamic
pilgrimage) and a 10-day Eid holiday. 

According to the Directorate General of Civil
Aviation, the number of passengers that traveled during
Eid Al-Adha is expected to have reached 542,000, up

52 percent on the same period last year. Year-to-date,
the NBK PCE index is down 3.5 percent, though is
expected to pick-up upon the end of the summer sea-
son and the start of the academic year.

Softness was observed across the board, with
durables easing the most. Consumption in that sector
was down 4.3 percent m/m in August, with growth eas-
ing to 2.3 percent y/y from 7.4 percent in July. Auto

sales were particularly weak, down 8.8 percent m/m
and 6 percent y/y. 

Meanwhile, the pace of consumption of non-
durables contracted further, after struggling to maintain
the positive growth it saw in previous months. The sec-
tor retreated by 1.9 percent y/y in August, pulled down
by softer clothing, cosmetics and general store sales. 

Growth in the spending for services slowed to 7.8

percent y/y from 10.4 percent in July, due to less
domestic spending across most components.  Consumer
spending is projected to continue growing through
2018, albeit at a softer pace than originally expected. A
steady expansion in both Kuwaiti and expat employ-
ment (better than earlier expectations) should support
the spending climate, with further help from low infla-
tion and higher public spending. 

Kuwait consumer spending 
slows, weighed by holidays

Spending for services drops to 7.8% y-o-y from 10.4% in July

NEW YORK: Gary Cohn, the former
economic adviser to US President
Donald Trump, gave a ringing endorse-
ment of Wall Street bankers on Monday,
arguing that borrowers were just as
responsible for the 2007-2009 financial
crisis as lenders and ridiculing rules
intended to make the system stronger in
its aftermath.

In a wide-ranging conversation at an
event hosted by Reuters Breakingviews
that was pegged to the 10-year anniver-
sary of Lehman Brothers’ collapse,
Cohn’s comments mostly tracked the
sentiment of Wall Street bankers and
other wealthy Americans who have felt
unfairly maligned for the mortgage mar-
ket’s collapse and the economic down-
turn that ensued.

He also praised JPMorgan Chase &
Co’s Chief Executive Jamie Dimon, who
last week made waves by saying that he
could beat Trump in an election. Calling
Dimon a “phenomenal” choice, Cohn said,
“Jamie would be a spectacular presi-
dent... After having seen the inside of the
Oval Office and worked inside there for
hours upon hours a day, it’s in many
respects very similar to running a com-
plex multi-national global (company).”

Shortly after making his comments
Dimon, said he was not running for pres-
ident. Once the No 2 executive at
Goldman Sachs Group Inc, Cohn argued
that no top bankers should have gone to
jail for their role in the crisis because
they did not necessarily do anything ille-
gal, despite what populist movements
like Occupy Wall Street have demanded.

Defending his fellow bankers, who are
often blamed for causing and worsening

the crisis, Cohn said borrowers played a
hand in their financial disasters as well.

“Who broke the law? I just want to
know who you think broke the law,” said
Cohn. “Was the waitress in Las Vegas
who had six houses leveraged at 100
percent with no income, was she reck-
less and stupid? Or was the banker
reckless and stupid?”

Cohn also mentioned former Lehman
Chief Executive Dick Fuld who lost a big
chunk of his net worth when his compa-
ny filed for bankruptcy. “Who was Dick
Fuld defrauding? Himself?”

In the aftermath of the crisis, Cohn
said regulators and legislators went too
far in creating restrictions that forced
banks to grow in size because only the
large could afford to pay for the added
layers of oversight. He criticized
Elizabeth Warren, a prominent
Democratic Senator who often attacks
big banks, for using a simplistic measure
of industry profitability and said rules
that were part of the Dodd-Frank reform
package have only solidified big banks’
competitive position.

“We haven’t ended ‘too big to fail,’”
Cohn said. “We made rules and regula-
tions that made (the big banks) bigger.
Congratulations.”

After 26 years at Goldman, Cohn left
Wall Street for Washington and the
Trump administration because he wor-
ried that regulation and taxes were con-
stricting growth in the United States, he
said. “We needed to get competitive
with the rest of the world,” Cohn said.
He spent a little over a year in the White
House, and left after pushing through a
major tax overhaul Trump signed in
December. — Reuters

EU business
group laments
China’s 
‘reform deficit’
BEIJING: Foreign companies cannot
compete on a level playing field in
China because the world’s second-
largest economy is stuck in a “reform
deficit”, a European business group
said yesterday. Despite four decades of
booming growth, Beijing has fallen
behind on pledges to implement
reforms and liberalise its economy, the
EU Chamber of Commerce in China
wrote in its annual report.

The comments come as China-US
trade tensions fray, with Donald Trump
on Monday announcing new tariffs on
$200 billion in Chinese goods that will
take effect next week. “The root cause
of the US-China trade war is China’s
incomplete market opening,” said Mats
Harborn, president of the EU Chamber.

“Reducing the reform deficit should
also help with reducing tensions in the
ongoing trade war,” he added.  The 394-
page position paper details the prob-
lems EU firms face in China, and repre-
sents the voices of 1,600 European
companies, including big names such as
Siemens, Volkswagen and Airbus.

The chamber said it received “a clear
no” when it asked members whether
international companies compete on a
level playing field in China. European
firms face myriad issues in China, the

report said, including preferential treat-
ment for monopolistic state-owned com-
panies, market access barriers and gov-
ernment red tape, as well as intellectual
property protection and forced technol-
ogy transfer.

“China’s old economic order is still
lingering in society,” Harborn said, not-
ing the Communist Party’s determination
to make state-owned enterprises
“stronger bigger and better” was actual-
ly detrimental to the development of
China’s economy.

The roped-off Chinese internet was
also identified as a headache by more
than half of businesses, according to
the chamber’s survey. As Washington
shows signs of ironing out trade fric-
tions with Brussels, Beijing is increas-
ingly worried its top two trade partners
could gang up on it.

Harborn called Trump’s tariff cam-
paign “economic madness” and said “we
will not pressure China into increasing
its reform and opening”.

But European companies and officials
share many of the same concerns as
Washington, and Harborn said “we are
also very frustrated by the lack of
progress we see”.

Beijing had pledged that 2018 — the
40th anniversary of former leader Deng
Xiaoping’s reform and opening policies
that jump-started China’s economic mir-
acle-would be a big year for further
changes.

But the tensions created by China’s
attempts to use market mechanisms in a
state-led economy remain unresolved,
despite the Communist Party emphasiz-
ing five years ago “the decisive role of
the market in allocating resources”, the
chamber’s report said. — AFP

MALE: Maldivians travel on the China-funded Sinamale bridge in Male, Maldives yesterday. — AFP

‘Who broke the law?’ Cohn says 
in defending Wall St’s role in crisis


