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Trump’s red carpet visit gives Japan
de, pressure stays

brief reprieve on tra

REUTERS, Tokyo

Japan rolled out the red carpet for US President
Donald Trump this week, winning Tokyo a brief
respite in its trade battle with Washington, but
Prime Minister Shinzo Abe faces pressure to
deliver concessions after a summer election.

Trump on Tuesday wound up a four-day
state visit featuring golf, sumo, a state dinner
with Emperor Naruhito and inspections of US
and Japanese warships meant to showcase the
alliance, but shadowed by a feud over the two-
way trade gap.

After his Monday summit with Abe, Trump
had said he expected the allies to be "announcing
some things, probably in August, that will be
very good for both countries” on trade,

On Tuesday, however, Japanese Economy
Minister Toshimitsu Motegi said the US leader’s
comment probably reflected his hope for quick
progress in the trade talks.

“When you look at the exact wording of his
comments, you can see that the president was
voicing his hopes of swift progress in talks toward
something that is mutually beneficial,” Motegi
told reporters at a regular cabinet meeting.

Concessions on trade before an upper house
election in July could upset Japanese voters,
especially farmers, who are important backers
of Abe's Liberal Democratic Party, although
consumers might welcome cheaper food
products.

Japanese officials have denied that the two
countries had agreed to reach a trade deal by
August.

Opposition parties said Japanese farmers
would be in the line of fire after the poll, adding
that Trump had said "agriculture and beef were
heavily in play” on Twitter on Sunday.

“Trump’s comments can only be taken
to mean that Japan has in fact made major
concessions on agriculture and livestock,” Yukio
Edano, head of the opposition Constitutional
Democratic Party of Japan (CDPJ) told a news
conference this week.
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US President Donald Trump and First Lady Melania Trump posing for a photograph with Japan’s
Emperor Naruhito and Empress Masako during a farewell call by Japan’s royal couple at a hotel

in Tokyo yesterday.

“We cannot allow them to fight the upper
house election by hiding this,” Japanese media
quoted Edano as saying.

Washington wants Tokyo to cut tariffs on US
farm products to restore their competitiveness
after Trump shunned an 11-nation Pacific trade
pact. Japan has signalled it might cut the levies
to levels in the Trans-Pacific Trade Partnership
(TPP).

Some experts saw Trump’s remark that he
had “nothing to do” with TPP as suggesting he
wanted deeper cuts, while Motegi stressed the
two countries had agreed in a September deal
that market access steps, or tariff cuts, for farm
goods would not exceed those of Japan's other
deals, such as TPP.

Trump has also declared that some imported
vehicles and parts posed a national security
threat but delayed a decision on imposing tariffs
for as long as six months, allowing more time for

trade talks with Japan and the European Union.

Japan opposes any limits on its exports, which
would violate World Trade Organization rules.

Motegi, who is in charge of trade talks, said
his meeting in Tokyo last week with US Trade
Representative Robert Lighthizer made clear
differences remain, but no timetable has been
set for further talks.

Some diplomatic experts said Abe had
probably got the best results he could hope for,
despite worries over trade and other policies,
such as North Korea’s nuclear and missile
programmes.

“You cannot embrace this President with
nuance. If you are going to do it, you might
as well embrace him fully," said Toshihiro
Nakayama, a Japan fellow at the Wilson Center
in Washington.

“Overall, I would say that it was a successful
ceremonial event. What more can you expect?”

France insists any Renault/Fiat
deal must protect French jobs

REUTERS, Paris

France must protect its own interests and
jobs in any merger between Renault and
Fiat, even though France's stake in Renault
would automatically be diluted, French
Finance Minister Bruno Le Maire told RTL
radio on Tuesday.

Le Maire said the French government
would seek “four guarantees” on the
Renault/Fiat deal, including the protection
of French jobs, ensuring France was well-
represented on the board of the new entity,
and ensuring Renault/Fiat was a leader in
the development of electric batteries.

“The first: industrial jobs and industrial
sites. 1 told the Renault chairman wvery
clearly that it was the first of the guarantees
[ wanted from him in the opening of
these negotiations. A guarantee on the
preservation of industrial jobs and sites in
France,” said Le Maire.

Le Maire confirmed that if the deal went
ahead, France's stake in Renault would go

down to 7.5 percent from 15 percent at
present.

Le Maire wanted a commitment from
Renault chairman Jean-Dominique Senard
that no Renault factories in France would
close, and that French interests would be
well represented in the leadership of a new
Renault/Fiat company.

The merged group would be chaired by
Agnelli family scion John Elkann, sources
familiar with the talks told Reuters, while
Renault chairman Jean-Dominique Senard
would likely become CEO.

Fiat Chrysler pitched a finely balanced
merger of equals to Renault on Monday to
tackle the costs of far-reaching technological
and regulatory changes by creating the
world’s third-biggest automaker.

zIf it goes ahead, the $35 billion-plus
tie-up would alter the landscape for rivals
including General Motors and Peugeot
maker PSA Group, although trade unions
in Italy and France do not want any big job
losses from the deal.

Germany to order banks to boost recession buffers

AFP, Frankfurt

German banks will for the first time be
required to bolster capital buffers designed
to prevent a credit crunch in case of
recession, authorities said Monday.

“Financial stability risks have been built
up during the long period of economic
upswing and low interest rates,” the
Financial Stability Commission (AFS)
-- which includes the finance ministry
alongside the central bank and markets
watchdog -- said in a statement,

If the dangers manifest themselves, such
as potentially undervalued risks, potentially
overvalued collateral or interest rates
remaining low for longer than expected,
"banks could react by excessively limiting
the granting of credit to the real economy,”
the AFS warned.

By ordering lenders to hold an additional
capital buffer equivalent to 0.25 percent

of their risk-weighted assets, authorities
hope they will have the funds to soak up
potential losses.

That should prevent banks from turning
off the credit taps in a downturn, which
would have the “pro-cyclical” effect of
worsening the malaise.

Felix Hufeld, head of the Bafin financial
markets watchdog, told news agency DPA
Monday he planned to implement the
decision “likely from July 1°.

German banks and foreign lenders with
exposures in Germany would have one year
from that date to set aside a total across the
sector of around 5.3 billion euros ($5.9
billion), Hufeld said -- adding the institutions
could easily shoulder the extra burden.

While all EU countries provide for setting
a similar capital buffer, only six so far have
actually implemented one, ranging from
0.5 percent in Denmark and Lithuania to
2.0 percent in Sweden.
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