
SHANGHAI/BEIJING: Huawei Technologies’
founder Ren Zhengfei’s global ambitions are marked
in bricks and mortar at a new company campus in
southern China, where the buildings are replicas from
European cities.

Zhang Yiming, founder of ByteDance, the operator
of short video app TikTok, has plastered his Beijing
headquarters with posters including a cover of for-
mer Google CEO Eric Schmidt’s book “How Google
Works”, and has long said he will build a global firm
that can compete with US tech giants.

But the two companies which best exemplify
China’s ambitions to challenge US tech dominance
are now stymied by strains in relations between
China and countries including the United States,
India, Australia and Britain.
Chinese companies with
world-beating technolo-
gy-including drone-maker
DJI, artificial intelligence
firms Megvii, SenseTime
and iFlytek, surveillance
camera vendor Hikvision
and e-commerce con-
glomerate Alibaba Group-
are also among those los-
ing access to markets.

Smaller companies are
being forced to re-think too. “What we are experi-
encing now is unprecedented,” said a Chinese start-
up founder who has operations in the United States
and India but asked not to be identified as he is now
considering walking away. “My entrepreneurial spirit
has been dampened due to all this, let alone global
ambitions.” It’s a big shift from even a year ago, when
the US-led trade war with China and security con-

cerns about Huawei were having little impact on most
Chinese tech champions.

SenseTime and Megvii, backed by US investors,
were eyeing big IPOs. ByteDance’s TikTok unit was
enjoying unfettered global growth. Alibaba was tout-
ing the global prospects for its cloud business, and
DJI was consolidating domination of the drone busi-
ness. But then came new US sanctions against
Chinese tech firms last October, prompted in part by
repression of the Muslim Uighur population in the
Western province of Xinjiang.

US President Donald Trump has ratcheted up
anti-China rhetoric as he seeks re-election and
Chinese President Xi Jinping has taken a tough line.
Tensions have also risen between Beijing and other

countries over new security
laws passed for Hong Kong,
and a border skirmish with
Indian troops led to an
India government ban on 59
Chinese apps. Now China’s
top tech players are having
contracts cancelled, prod-
ucts banned and invest-
ments blocked, with more
restrictions on the horizon.

ByteDance could be
forced to sell TikTok as

Washington considers following India in banning the
short video app, a global product that analysts say is
worth at least $20 billion. Huawei is set to lose bil-
lions of dollars a year in revenue from bans on its
network equipment, and more countries could follow
the United States, Britain and others in blocking the
company’s gear.

The US Interior Department has grounded the

privately held DJI’s fleet and halted additional pur-
chases because of data security risks, and more
restrictions could be in the offing. Alibaba Group is
cutting staff at its UC Web subsidiary in India after
its popular mobile Web browser was banned by the
government. DJI has put IPO plans on ice.

The companies are watching geopolitical devel-
opments “with white knuckles,” said Daniel Ives,
managing director of equity research at Wedbush
Securities. Huawei, Alibaba, SenseTime and Megvii
declined to comment. ByteDance and Tencent did
not respond to requests for comment.

China’s foreign ministry said it encourages and
directs the country’s “strong, reputable companies”
to invest overseas in a compliant manner, and hopes
other countries will safeguard the legitimate rights
and interests of Chinese companies. “International
investment is an important engine driver for econom-
ic growth. As the global economy is under tremen-
dous downward pressure, all parties should take
strong measures to jointly further liberalize and facil-
itate trade and investment, and create a fair, transpar-
ent, and predictable investment environment,” it said
in a fax. — Reuters
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ZHENGZHOU: Two job seekers take a rest during a career fair in Zhengzhou, China’s Henan province. Chinese
tech giants are now stymied by strains in relations between China and countries including the United States,
India, Australia and Britain.  — AFP

Economic pitfalls 
risk Egypt’s hot 
money inflows
CAIRO/LONDON/DUBAI: The threat of
conflict in Libya, water security worries and a
flatlining tourist sector risk upending a nascent
rally in Egyptian bonds, bankers and econo-
mists say.

The North African country has attracted a
wave of foreign investor interest in the past
three months, emboldened by fresh financing
from the International Monetary Fund (IMF),
and short-term local debt offering yields of
around 13 percent, among the highest in emerg-
ing markets. Bankers and economists warn,
however, that the yield bonanza masks an econ-
omy with weak prospects and heightened politi-
cal risk, with the Cairo bourse falling on several
days this month on fears of a Libya intervention.
Parliament gave President Abdel-Fattah Al-Sisi
last week the green light for possible military
intervention in Libya.

A deployment of armed forces into Libya
could lead to higher military spending at a time
when COVID-19 is already hitting the budget
deficit. “Obviously the IMF support package has
reassured foreign investors and that is why there
has been an improvement in flows, but the fun-
damentals are still weak,” said Zeina Rizk, execu-
tive fixed income director at Arqaam Capital.

“The virus is raging, tourism is down, and
government spending - needed to boost the
economy - will add further leverage,” she
added. Adding further uncertainty, Egypt has
failed so far to reach a deal with Ethiopia to
regulate flows from its Grand Renaissance Dam
(GERD) which threatens its main water source.
“The political risk has deteriorated,” said
Hasnain Malik, head of equity research at
Tellimer Research.

The tourism industry, meanwhile, which
makes up as much as 15 percent of GDP, is
unlikely to recover soon, analysts said. Egypt,
unlike Tunisia and Morocco, has not been added
to the European Union’s list of safe COVID-19
countries. Egypt’s reported COVID-19 cases
have been falling in the past weeks but the num-
ber of new infections remains too high for now
to lift the travel warning, diplomats said.

Tourist flights to Red Sea resorts have been
rising since airports reopened on July 1, but nor-
mal occupancy rates would be only back by
March or April next year, said Alaa Akel, head of
the Egyptian Hotels Association Red Sea. More
than half of the hotels are back in business after
two months of lockdown and those still closed
will probably re-open by November, he added.

The central bank and state press center did
not respond to questions sent by Reuters. The
government expected growth of 3.5 percent in
the fiscal year 2020/21, which began in July, but
growth could slow to 2 percent if the coron-
avirus crisis continues until year-end, Planning
Minister Hala al-Saeed said in May. — Reuters

Gold hits record 
high on safe
haven demand 
HONG KONG:  Gold hit a record high yesterday as
investors rushed into the safe-haven on concerns
about China-US tensions, a spike in virus infections
around the world and a lack of progress on a new
stimulus bill in Washington. After months of healthy
rallies across equity markets-fuelled by trillions of
dollars in government and central bank support-
traders are beginning to step back as they weigh the
long-term economic impact of the coronavirus.

With vast monetary easing measures put in place
by the Federal Reserve pushing the dollar lower
against most other currencies, gold is flying, with
the spot price hitting an all-time high of $1,944.71,
well above its previous record of $1,921.18 seen in
2011. It later pulled back slightly.

Eyes are on the Fed’s next policy meeting this
week, with some predicting further measures to
boost the economy-possibly negative interest
rates-that could put more pressure on the dollar
and send bullion above $2,000. There are also con-
cerns that a worse-than-forecast reading on sec-
ond-quarter US gross domestic product could
spark another dollar sell-off.

While the weak dollar has been a key catalyst for

the metal’s advance, gold has also been boosted by
its attractiveness as a haven in times of turmoil with
China-US relations souring by the day. “Strong
gains are inevitable as we enter a period much like
the post-global financial crisis environment, where
gold prices soared to record levels as a result of
copious amounts of Fed money being pumped into
the financial system,” said Gavin Wendt, senior
resource analyst at MineLife.

The greenback was down against most other cur-
rencies, with the euro at its highest since September
2018, while higher-yielding units such as the South
Korean won and Indonesian rupiah were also up.

US stimulus struggle 
Stock markets were mixed as investors fret over

the impact of the virus on the economy. Hong Kong,
Tokyo, Singapore, Mumbai and Wellington were all
in the red, while Shanghai, Sydney, Seoul and Jakarta
were higher. The tech-rich Taipei market ended at a
record high thanks to a 10 percent surge in heavy-
weight Taiwan Semiconductor Manufacturing
Company, which has been riding a rally in the sector
thanks to people working from home during the
virus. London and Paris fell in the morning, but
Frankfurt edged up.

Investors are growing concerned about slow
progress on a new US stimulus program, with
Republicans still to present proposals worth
around $1 trillion, which is less than a third of the
plan set out by Democrats. There are concerns an
agreement could take some time, hitting millions of
Americans whose much-needed extra unemploy-

ment benefits are about to come to an end.
Meanwhile, Hong Kong’s stock market launched

a new index yesterday tracking China’s tech giants.
The Hang Seng Tech Index tracks the top 30 tech
firms listed in the city, including Alibaba, JD.com,
Tencent, Xiaomi and Meituan Dianping. Hong
Kong has become an increasingly attractive place
for Chinese tech companies to list, especially as
they face greater scrutiny and restrictions in the
United States. — AFP

HANGZHOU: A staff member places gold jewellery in a
display at a store in Hangzhou, in China’s eastern
Zhejiang province yesterday. Gold hit a record high yes-
terday as investors rushed into the safe-haven on con-
cerns about China-US tensions. — AFP

Global prospects dim for China’s tech giants
Top tech players see contracts cancelled, products banned 

Pandemic turns
Europe’s retail 
sector on its head 
LISBON: City center shops and malls may have lost
their luster during the COVID-19 pandemic, but as
lockdowns ease across Europe many stores in and
around residential areas stand to benefit as con-
sumers remain reluctant to venture far from home.
While retail sales appear to be rebounding - surging
17.8 percent in the euro zone in May and approach-
ing pre-lockdown levels in Britain in June - shoppers
are increasingly staying local, leaving Europe’s most
renowned shopping districts from London’s West
End to Berlin’s Kurfurstendamm struggling in the
absence of office workers and tourists.

On Germany’s main shopping streets in Hamburg,
Cologne and Berlin, footfall in June was as much as
50 percent lower than a year earlier, according to
the German Retail Federation, while in London’s
West End it was down 75 percent, according to the
New West End Company, an association of retailers
and landlords in the area.

Many consumers have shifted to buying goods
online, but they are also heading out to shops in res-
idential areas and 46 percent of consumers across
Europe aim to shop more locally in the long term
than they did before the pandemic, data from Ernst
& Young shows. The trend could mean a significant
shift in earnings patterns for major European retail
landlords such as Unibail-Rodamco-Westfield,
Klepierre, and Carmila with their mix of city center
and suburban shopping malls.

Germany’s ECE operates nearly 200 shopping
centers across Europe and told Reuters that centers
in areas with a local customer base are approaching
pre-lockdown footfall levels - whereas city-center
locations were serving just two thirds of their usual
customer base.

In Britain, shoppers are buying local not just for
convenience goods, but other items such as clothes
which they would usually buy on a day out in the
center of town, said Jonathan de Mello of retail con-
sultancy Harper Dennis Hobbes. “People are being
very careful about where and how many times they
shop,” he said.

Half of Britons in a YouGov survey of 1,032 peo-
ple said they would now feel uncomfortable visiting
an enclosed retail space like a shopping mall. “What
was once a fabulous shopping experience at a cen-
tral location is now actually just a place full of risk,”
said Andrew Cosgrove, global consumer lead ana-
lyst at Ernst & Young.

At retail locations in central London and bigger
UK cities footfall between 14 June and 12 July was
between 69.2 percent and 75 percent lower than
the same period last year, according to analytics
firm Springboard. Local high streets in smaller
towns saw a 42.1 percent drop and suburban outer
London a drop of 40 percent - around a third bet-
ter than central London fared, if still a substantial
loss on last year.

Online/local shift not an offset
The loss of city center business has already

prompted big retailers to retrench, notably in Britain
where Marks & Spencer and John Lewis among
others have announced store closures and hefty lay-
offs. Some smaller retail chains that were struggling
before the pandemic have collapsed, while mall
operator Intu Properties, owner of Manchester’s

Trafford Centre and already battling high debt, was
forced to bring in administrators.

In France, Denmark, Germany, Finland, Norway,
Sweden and the UK at least 40 percent of people
are visiting physical stores less, according to Ernst
& Young - and only 20-35 percent are ordering
more online, not enough to make up the shortfall.

A recent rebound in sales as lockdowns have
eased has also not been as robust as retailers
might have hoped for. Springboard estimates that
in the week beginning July 6, overall footfall at
retailers across continental Europe remained
around a fifth below the same week a year ago,
and 40 percent lower in the UK, according to data
shared with Reuters. — Reuters

LONDON: In this file photo, a sign is seen in the window
of a shop explaining to customers that it has temporar-
ily closed due to the coronavirus outbreak in Portobello
Market in west London, following the easing of the
lockdown restrictions during the novel coronavirus
pandemic. — AFP


