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Clinton supports
firee trade accord

MEXICO CITY, Nov 6:
Mexico's stock market rallied
after Presi-
Clinton was
quoted as sa he fully
supports the (ree (rade

bﬂﬂen the

the Mexican president's
office, reports AP,

‘Kuwaiti oil output
reaches 1.6m BPD

KUWAIT CITY, Nov &
Kuwait has m

US Conglomerate Fhlllp
Morris Cos Inc said on
Thursday that the Plaintiff
Ina landmark clgarette-liabil-
ity case has dropped the law-
suit. The company, which
still derives significant rev-
enue from tobacco sales, said
Marc Edell, lead attorney in
the case brought by the fam-
fly of long time smoker Rose
Cipollone, had withdrawn the
case. Other defendants in the
lawsuit were Liggett Group
Inc and Lorillard Tobacco Co,
reports Reuter.

Dollar mixed, stocks
fall in Tokyo

Tokyo, Nov 6: The US
‘dollar was moving in a nar-
row range against the yen

ahead of the

Friday moming .
release of US economic data,

as share prices fell in early
trading. The dollar was
' changing hands at 122.90
yen at about 11:30 am (0230
GMT), even with its opening
and just above its overnight
close in New York at 122.85
yen. It closed in Tokyo

Thursday at 122.68 yen, re-
ports AP.

EC, Slovenia sign
trade accord

BRUSSELS, Nov 6: The
European Community and

Slovenia signed a trade and
economic cooperation accord

Thursday, the first between
the European Community and
a former Yugoslav republic.
The EC executive Commi-
ssion said it hoped the
accord will come into force
on Jan 1, 1993, after ra!:iﬂc:n-
tion by the legislatures of
Slovenia and the 12 EC
states, reports AP.

$165m ADB soft
loan for Pakistan
. MANILA, Nov 6: The Asian
Deévelopment Bank (ADB)

headquarters here Thursday
‘pxmvu:l a 165 million-dollar
soft loan to Pakistan for
provincial highway projects
that would benefit some 15
million people. The loan, .
only carries a one per
cent annual service charge
and is repayable over 35
years, is {o be used to up-
600 kilometers (375
miles) of roads in the
rovinces of Baluchistan,
‘West Frontier, Punjab

and Sindh, reports AFP.

Jordan's bank debt |

talks suspended

AMMAN, Nov 6: Jordan

and its major commergial
bank creditors have sus-
pended debt rescheduling
talks after reaching an im-
passe on interest rates,
Finance Minister Basil
Jardaneh said. Jardaneh, in
comments to Sawt Al-Shaab
newspaper, said the suspen-
sion was to give the two sides
time to adfust their negotiat-

ing positions, reports Reuter

Russia's new steps
to cut bread prices

MOSCOW, Nov 6: Russia
new measures to drive
prices down, shaving

ﬁutnmmntuﬂﬂ:pﬂu:
of an subsidised loal,
ldcal news agencies said. RIA
news agency said the I'IElF
subsidies would bring the

price of a loaf of bread down
to about 27 rouble (almost
seven cent) from current
levels around 32 rouble, re-

srims Open conflict erupts as trade talks fail

BRUSSELS, Nov 6: Tension he was gravely coneerned by

ispute between Wa-
and Brussels

Agreement on Tariffs and

Trade (GATT) world trade pact
worth 200 bilion dollar to the
world economy.
The EC called the US action
illegal and said it would make
it difficult to continue talks on
GATT agreement.

GATT Director-General
Arthur Dunkel said in Geneva

Yeltsin may not
be invited to

‘next G-7 summit

TOKYO, Nov 6: Russian

President Boris Yeltsin may -

not be invited to the next

summit of the Group of Seven,

‘to be held tn Tokyo in July, the | ' &

Yomiuri Shimbun reported

Friday, quoting a Foreign
Ministry reports AFP.
"Prime Minister Kiichi

Miyazawa will fall into an ex-
tremely difficult situation if
President Yeltsin comes to
Tokyo with no concessions on
hand" because of the continu-
ing bilateral dispute over the
Kuril islands, the source said.

Even (f the six other G-7
countries— the United States,
France, Britain, , Italy
and Canada— favoured Yeltsin's
inclusion, Japan is reserving
the right "to be able to Invited
him or not.”

the latest twist in the US-EC

battle but to see that
both sides Ld expressed de-
termination to continue nego-
tiations before -the sanctions
,came into effect.

Washingtion's sanctions will
bite on December 5 and the
community has said it
will retallate with unspeetfic
Measures.

On Thursday night Trade
Commissioner Fran Andriesen
said in a statement that the
community was still ready to
negotiate.

"It notes however that the
methods used the United
States do not help the search

“for an agreement and endan-

ger the whole of world trade.”
"It is an tlon un-
der GATT rules and this deci-
sion will make it more difficult
to continue talks which both
and community and American
negotiators agree, should be

, pursued,” he added.

The EC's own internal bat-
tle over the negotiations,
which collapsed on Tuesday in
a row over the community's
subsidies to oilsceds farmers,
burst into the open when offi-
clals said Ray Macsharry was
quitting as top negotiator.

A sentor commission official
said Macsharry had told Delors

"l don't want more to
do with the GATT "
Macsharry's reason for

pulling out of his vital role was
"battles with Delors” for
"undermining his position”
during the last-ditch talks in

Chicage with US Agriculture
Secretary Ed Madigan.
A commission
said Macsharry stay on
as larm commissioner but re-.
fused further comment.
Macsharry is the second
senfor commissioner after
Andriessen to clash with
Delors, Frenchman openly ac-
cused by Britain of having di-
vided loyalties in the trade is

g
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WASHINGTON US Trade Represent.atwe Carla Hills speaks to reporters Nov 5, t.allmg

sue, France being the main
opponent of concluding a deal

Now, "Andriessen and
Delors don't speak to each
other,” the commission official
said.

He confirmed that Delors
was deecply at odds with the
two top negotiators from the
commission, the EC's execu-
tive which negotiates on behalf
of the 12- Nation European
Community.

US Trade Representative
Carla Hills said on Thurndny
the US tariffs 'I!'D'I.I].L'l o p
European wines
goods. She also n:luu-ll a Hl
of an additional 1.7 billion dol-
lar in EC industrial products
that be targets for punitive
ﬂ- if the dispute is not set-

Although Andriessen's sta-
tement on Thursday did not
mention retaliation, he said on
Thursday he personally

thought the community should
do so. '
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them that Washington will slap 200 per cent duties ori 300 million dollar worth of Eurnpeln

Community exports beginning Dec 5. Hills said that the US re

gretted being forced to take

such action, which followed the breakdown of US-EC farm trade talks Nov 3 in Chicago

— AFP/ UNB photo

US economy needs stimulus to help

move out of trough it is In

WASHINGTON, Nov 6: A top
economic adviser to president-
elect Clinton said «the’ US
economy -will need some im-

~“mediate governmient Stimulus

to help move it out of the
trough it is in, reports Reuter.

Robert Reich, a professor at
the Kennedy schaol of gov-
ernment at Harvard University
who helped write Clinton,s
economic policy papers, said
in a television interview that
economic growth is first and
foremost.”

Reich, saying he had no in-

side knowledge of Clinton's
plans, said any stimulus pack-

age would have to be atcompa-

nied by a budget deficit-cutting
plan of equalize.

| would expect that if in
Jan the economy is com-
pletely dead in the water, just
nothing is happening, that
some degree of resuscitation...
at least: mild resuscitation,
some stimulus will probably be
necessary so long as that stim-
ulus is combined with a credi-
ble commitment to reduce the
budget deflicit by an equal

amount.
Reich said economists were

divided between those who ar-

gue the deficit must be re-
duced to spur growth and
those who believe will
help cut the deficit. "I'm in the
latter camp,” he said.

Reich said that getting out |

of the the trough of the busi-
ness cycle was a key goal.

“You are going
increase at the top, Reich said
of Clinton's proposal to raise
taxes on those earning over
200,000.

“You are going to have a mil-

itary cut, but not right a
because we are -ﬁtr all gln
tmugh.Ulnuid
nemployment
insurance falls

AP adds: The number of
first-time claims for unem-
P nt insurance fell in late
October to the lowest level in
more than two years and
Americans’ preductivity im-
proved in the third quarter,
the government said Thursday
in two upbeat economic re-
ports.

LONDON, Nov 6: British
Prime Minister John Major,
fresh from winming a critical
House of Commons ballot on
Europe, got to work Thursday
on a budget aimed at curbing
state spending growth but at
the same time boost the econ-
omy, says AFP.

The officials statement of
government spending plans
comes next Thursday from
Chancellor of the Exc
Norman Lamont, the first full
statement of economic policy
since sterling's collapse and
withdrawal froml the European
Exchange Rate Mechanism
(ERM] on ber 16.

The negotiations on spend-
ing, which began last week and
were continuing Thursday, are
uid to have been the

uer .

"bloodiest” for years between
the tteasury and spending
ministers and have been com-
plicated by uncertainty in
overall strategy.

Ministers and officials are
hemmed in by a range of tax
and spending pledges from the
elections itn April and by a
floundering economy, about
which the Ban]t of E.ngland
said this week it was "more
uncertain” than ever before.

Treasury officials, mean-
while, insist that cuts must be
made as the public sector
deficit balloons to its present
6.5 per cent of GDP, with the
government overspending es-
timated at more than 30 bil-
lion pound this year.

Spending ministers {nsist
that the continuing recession

means more has to be spent on

unemployment pay and other
benefits, raising demand at the
same time as tax revenue falls.

Initially, the emphasis from
Major was on the need to curb
inflation—but in television in-
terviews two weeks ago, un-
der pressure over his propos-
als for coal pit closures, he
changed track and promised
priority to growth and em-
ployment.

"A strategy for growth is
what we need: a strategy for
growth is what we are going to
have,” he told interviewers.

In the new atmoésphere, ne-
gotiations which were initially
"certain” to keep government
spending to {ts existing target
figure for 1993/94 of 244.5
billion pound dragged on as

Spending cut can boost UK economy_

minister revelled against call
for cutbacks.
l ex F

Cuts are_ s
however, with
likely to fall on Lh: public u-l:f:
tor wage bill, where pay might
be [rozen across the board or
any rise limited to around two

r cent.

Attempting to assure busi-
ness leaders that cuts will not
affect capital spending pro-
jects, Major said last week that
reductions would not hit gov-
ernment programmes which
had a "direct impact” on jobs

Privately, government offi-
cials have warned reporters
not to expect too much out of
the official statement and give
no hint of a substantial recov-
e to offset the defla-

ry Pm ect of cutbacks.

France, which -could suflet
Mfmmth:U!-:thnlnH
on Thursday it regretted " that
the United States has decided
lnu:urttnmtrhthm-ﬁmt
some European exports.”

"The French government
demands that the European

(Community) council of minis-
ters react very firmly to the US
step by announcing fts inten-
tion to take symmetrical mea-
sures,” it said.

The poil seeds dispute at the

centre of row fis not,
strictly speaking, part of the

GATT talks but has become the
crucial element holding up’
- nt on the wider issues
of freeing up trade into the
next century.
GATT has twice ruled that
the EC subsidies, despite mod-
ifications, violate world trade
rules and the US has rejected
EC offers of tion.

compensa
Asians firet over

The puutlftrth.t a Us-

European dhwn_mm
l-nntrﬂtw:lﬂlﬂ'lpo-
tectionist trade war sent a
chill Friday through Astan ex-
porting nations.

Japanese officimles fretted
over the future of the

free trade system that has
made their country prosper-
ous, but gave no indication
they might take the initiative
in trying to end the stalemate
by offering to ease their na-
tion's ban on rice imports.

in South Korea, Park Young-
kook, a director at the
Ministry of Trade and
Industry, said the possibility of
an agricultural trade war was
‘bad news for the Korean
economy.”

"South Korea will have more
to lose than win if the talks fail
because its economy is heavily

dependent on external trade,”
Park said.

World economy
to grow more

slowly

MANILA, Nov 6: The world
economy will grow more
slowly than expected at 1.0
per cent this year, but a signif-
icant US recovery should push

k over 2.0 per cent in
1993, the Asian Development
Bank (ADB) said today, reports
Reuter.

Plans by US President-elect
Bill Clinton to boost spending
on infrastructure and other ar-
eas would probably lead to
some revival of business confi-
dence, Willam Thomson, ADB
vice-president for operations
told a news conference.

"There are plenty grounds
for optimism (n North
America-... you SCC an econo
that is pﬂ:h!ng up.” B

Worldwide, the recovery
from recession has . been
painfully slow, said Malcolm
Dowling, ADB Assistant Chief
economist,

Costly violin bow

LONDON, Nov 6: A 19th-
century French wviolin bow
owned by a Swedish collector
was auctioned on Thu for
34,100 pounds 52,800 dollar
afier being given a pre-sale top
estimate of 1,200 pgounds
(1,860 dollar) Sotheby's said,
reports AP.

Neither seller nor buyer
was identified.

"It's a bit of a mystery why
the price went so high but
there were two bidders on the
telephone who were deter-
mined to have it,” said Graham
Wells, director of the auction-
eers’ musical instruments de-
partment.

"A good bow with fine bal-
ance and flexibility 1s very im-
portant to a violinist,” Wells
said.

He said he made his esti-
mate on the low side because
the bow had a blemish on the
head which had been restored,

without affecting the instru-
ment's playability.

The bow was made by
Dominique Peccatte of
Mirecourt, who died in 1874,
Another bow by him in the sale
sold for 6,050 pounds (9,300
dollar).

Peccatte is ed as sec-
ond only to Francois Tourts of
Paris, who about 1820 made
the bow which in 1988
fetched a world record auction
price of 79,200 pounds (then
142,000 dollar).

"Bow-collecting is regarded
as pretty esoteric but bows
don't take up much space and
they don't need such careful
storage conditions as violins,”

Wells said.

Tokyo, Seoul will
maintain hnk to
overcmne NAFTA
p‘l‘essul't

SEOUL. Nov 6 Japan and
South Korea have agreed W
maintain close consultations in
handling trade pressure or
discrimination in Nert
America, a Seoul official said
F'rh:hy.rtpwt.ﬂ.l’.‘

The agreement at a
of Japanese and South Korean
trade officials in Seoul
Thursday reflected mounting
concerns in the two nations
over possible protectiosist

moves by Washinglon.

The Neorth American
agreement was signed the
United States, w.:,lrﬂ
Htﬂm

OPE_C firm to deal with

excess supply soon

LONDON, Nov'6: Oil prices
ralied on news that OPEC
ministers were consulting by
iclephone and letter on what
they might do the reverse the
abrupt slide, reports Reuter.

December futures for the
world benchmark crude oil,
North Sea brent ‘blend, soon
touched a at [9.38 per
barrel. This was up 50 cents
from the day's low.

OPEC which had begun to

look like a paper tiger, simply
twitched its tail to trigger the

rally.

OPEC sources said ideas on
what to do were being put to
the current OPEC President,

Oil Minister Yousufl Bin Omeir

Bin Yousufl of the United Arab
Emirates.

A highly-placed delegation
source said one proposal, for-

mally put Algeria, was that
something done very very
soon to deal with what the
market sees as excess supply.

Falling that, ministers
should meet in the forum of a -
special session of the OPEC
Ministerial Monitoring Com-
mitiee (MMC) as quickly as

possibie.

This official said he did not
know yet how key ministers
had reacted.

But he could not imagine
the OPEC would be able to
gather before its scheduled
scssion on November 265. He
said, "others will say, let's wait,
it's barely 19 days away”.

Immediate reaction [rom
the biggest produders, Saudi
Arabia and [ran, was not avail-
able.

Tehran urges Clinton to
release Iranian assets

NICOSIA, Nov 6: A Tehran
newspaper ur US Presi-
demt-elect Bill Clinton to
release’lranian assets frozen by
the United States in 1979, re-
ports

By iranian estimalces,
Was is 12 bil-
lion dollar in assets but the
United States says the figure is
in the ml.lllunl To show their
good-will, the Democrats could
return our assets, rethink
their policies in the region,
stop supporting terrorists and
anti-revolutionaries, and in
short refrain from a hostile at-
titude against the Islamic
Republic of Iran, the Tehran

Times said in an editorial.
The daily, reputed to be
clnnc to the ministry,
"If that's the way they

S dwagf,wﬁteu mq-t%mﬁw

Thnuulndl nf chnnung
Iranians — celebrating the
November 4, 1979 setzure of
the US embassy in Tehran —
joined in a vocal death to
America message to Clinton on
Wednesday.

Washington froze millions of
dollars worth of Iranian assets
when militant students held
embassy stafl hostage for 444
m‘ . i

UAE to restrict entry'

of foreign workers

ABU DHABI, Nov 6: The
United Arab Emirates (UAE)
Labour and Social Affairs
Ministry is seeking laws re-
stricting the entry of foreign
workers, mainly non-Arabs and
illiterates, citing ng eco-
nomic and social problems,
reports AFP.

The restrictions, if en-
forced, will affect Asian states
as they are the main suppliers
of labour to the UAE other
Gulf states,

"Authorities should issue
new regulations to curb the
entry of foreign labour, espe-

clally non-Arabs and illiter- .

ates,” The mlnlntnr said in a
study presented to a labour

seminar last week and ob-
tained Thursday.

"There sholild also be a
binding political decision to
streamline labour, train na-
tionals and introduce quotas
on import of foreign labour.”

Asians, mainly from India,
Pakistan, Sri Lanka, Bangla-
desh, and the Phillppin:i
account for more than 70
cent of the UAE's 600,
strong workforce and nearly
half the 1.8 million population.

Officials have hl.lmzi! for-
eigners for most of the crimes
in the country while the bulk
of 1,200 people infected with
aids were reported to be expa-
triates.

e -

Credltors look atthe end of Third World debt

HONG KONG; Lioydl Bank
of London has written back the
equivalent of 130 million US
dollar in Third World debt
provisions. This is only one ex-
ample of a big bank. discover-
ing that its bad-debt estimates
are tuming out to have been
too pessimistic.

Following the recent sign-
ing of a debt restructuring
agreement befween Argentina
and its commercial cred-
ftors,. Citicorp Vice Chairman
William Rhodes declared that
"we are looking at the end of
the debt crisis.”

The Argentina agreement
comes after similar deals with
other miajor indebted coun-
tries, such as Mexico, Venez-
uela, Nigeria and the Phili-

ppines. Chile, once a very large
dr.htur. has been given a top
level borrowel's rating by an
authoritative US credit agency.

From the point of view of
the big. middle-income in-
debted countries and the
commercial banks holdin
their debt, the acute phase o
the ecrisis may be over.
According to John Shillin
Economic Adviser in the W
Bank's Development Policy
Group, as a result of these re-
structuring in major debtor
countries, "the r which
was pointed at the of the

_financial system has been re-

Hnw 12 of the 16 heaviest

debtor countries in the world

have successfully concluded
refinancing agreements, and
these account for 92 per cent
of their outstanding commer-
cial bank debt. So no major de-
faults are now expected.

Mcanwhile, trading in so-
called "Brady bonds" is wvery
heavy on the hlg financial mar-
kets, What are these docu-
ments and what role have they
played?

They are named after US
Treasury Secretary Nicholas
Brady's March 1989 proposal
that banks exchange high-risk,
high-interest debt for lower-
interest bonds backed by US
Treasury bills, Philippine offi-
cials say that adhering to the
so-called Brady plan will save
the country 1.1 billion US dol-
lar in interest payments over
the next five years.

The Philippine arrange-
ments, typical of other debtor-
country plans, involved some

'buying-back of debt at between

48 per cent and 57 per cent of
original value, some swapping
of old fixed-rate loans with
new varying-rate loans, and
some linking of old borrowings
with US Treasury Bill guaran-
tees of low Interest rates.

The new debt structure has
had several effects — it has en-

.fresh

abled the gﬂvenuncnt to abol-
ish nearly all its currency con-

.trols, and it led to an inflow of
investment -

foreign
mo These in turn actually
atrcn,gthcncd the value of the
peso, the Philippine currency.
The global dcht crisis actu-
ally began ten years ago when
Mexico told the world that it
couldn't pay its debts, and so
precipitated the billions-ol-
dollar credit crisis- which has
persisted ever since.'Net re-
source transfers to 16 coun-
tries turned negative after
1984, with an annual net out-
flow of at least 20 billion US
dollar since 1985 in contrast
to a 40 billion US dollar net
inflow in 1980. :
Consequently, investment
and economic growth declined
in many debtor countries, with
per capita incomes being
lower than their 1980 levels by
large margins. Reduced social
itures, incomes and liv-

better times,
In Asia the region's biggest
debtors, India and the

Philippines, have taken strong
measures to solve their prob-
lems and, especially in India's
case, have accomplished finan-

clal reforms with remarkable
speed.

The results {s that the
American banks, which were
the biggest lenders to all the
debtor countries during the
loan-boom time (1978-83),
will not,be hit as hard as they
thought at one time. They had
sel aside enormous sums as
loan-loss reserves, and can
now write back some of these

values as book profits.
But how n:al" is this situa-

" tion? A little arithmetic may be

enlightening.

A bank lends one million
US dollar. to a country. Ten
years later the country fails to

pay back interest or principal
— in effect, it declares

ing standards were coupled~ bankruptcy and asks for talks

with high rates of inflation.
But now, following on

.Mc::icﬂ'a success In restructur-

ing its foreign debts, Brazil and
Argentina have worked out
agreements with foreign credi-
tor banks which will improve
their international credit
worthiness considerably. Thus
three of the world's heaviest
debtors can look forward to

on restructuring the loan.
Finally, three years after that,
the loan is stretched out and
or the interest rate is lowered.

It is intended that thé
whole one million US dollar
will be paid off. So what does
the bank lose? That depends
on the value of money. If the
bank does not get the last bit
of principal back for 25 years,

then the last single dollar will
not be worth what it was when
it was first lent.

If the inflation rate in the

‘bank’s home country has been

an average three per cent a
year, then the dollar is worth
only 46 cent after that time.
Suppose, also, that the re-
structuring agreement "forgi-

ves" the borrower 40 per cent -

of the loan, then in effect the
bank finally receives only
276,000 dollar in spending
power out of the original mil-
Hon.

But this kind of agreement
is quite common. So how can
the banks afford to lose so
much? Surely they must col-
lapse! The reasons why they
continue in business, even af-
ter such fierce cutbacks, are
scveral:

The banks have little alter-
native, because the borrower is
genuinely broke (even though
in many cases much of the
money has been stolen, or
used wastefully). .

The banks enjoyed high in-
terest rates over the lending
boom period, and wisely set
aside loss reserves [rom the

perous times.

The banks will cut back
their costs and — frankly —
squeeze thelr good borrowers,
make money from investment
management fees, concentrate

on the very big account-hold-

ers, etc.
The banking scene Iis

‘cm in the world. Instead

of banks trying to do every-
thing from cheque-accounts to
million-dollar lending to mu-
tual funds to security dealing,
several are seeking a "niche” —
one kind of activity where they
seem to be most profitable.
Thi= is especially so in Asia,
concentrate
on lf:nd[n for foreign trade,
others on lending for large in-
dustrial and commercial pro-
jects. Then there are the giant
multinational banks with many
branches across the globe,
which run hundreds of thou-
sands of current and deposit
accounts, operating currency
funds and remittance gervices,

and lending short-term work-

ing capital for all businesses.
Another recent trend is

that ts which took

over their nation’s banks in the
19408 and 105608, when
nned economies were pre-
erred, are now selling them
back to private hands. This is
happening in France and also
in India and Pakistan, for in-
stance.

Banking is becoming more
competitive across the world,
becayse the central banks are
losing control of the interna-
tional flow of money. This

Crisis

an ecfllective control of either
the rates of interest or the

rates of exchange,

And the reason? The opera-
tions of about 30 "tax havens,”
munmﬂ where banking se-
crecy is strong, taxes and in-
corporation fees are low, and
regulations are very liberal.
Vast sums of currency are
switched into and out of these
places, making a great [ree
market. And with instant elec-
tronic communications, the ef-
fects of these movements are

quick and powerful.

Money is no longer a

fore (in the US last century
and in Europe this century)
but never before have so many
conniries heun Snsolvad. ,
However, one of the
crisis has not mﬂhﬂh
analytical attentfon —
bmulrllmldml oo
many important people.
—Depthnews Asia




