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XiJinping: "We Are Strong If United But Weak If Isolated.”
China and Russia Growing Closer

Compiled And Edited By John T. Robbins, News&Review Editor

Russian Presidet Putin Describes Russian
Jets To China's President Xi Jinping At
Last Saturday's WW2 Parade In Moscow

Last Saturday Russia staged a grand
celebration in Moscow to commemo-
rate the 70th anniversary of the coun-
try’ s defeat Nazi Germany in World
War Two. The occasion — which fea-
tured a military procession through
Red Square—did not include the lead-
ers of the United States, France,
and the United Kingdom, who de-
clined to attend out of protest of Rus-
sia’ s interference in Ukraine. But of
the 30 or so world leaders who did
arrive, only one had the privilege of
sitting beside Russian leader Vladi-
mir Putin: Chinese president Xi Jin-
ping.

As Russia’ s relationship with the

lies grows worse, its ties to  China
have never been closer. On the eve
of the parade last Friday, the two
countries announced 32 separate bi-
lateral ~agreements, including a
non-aggression pledge in cyber war-
fare. The deals complement a $400
billion deal made last May, when Rus-
sia agreed to ship 38 billion cubic me-
ters of natural gas each year between
2018 and 2048 to China. And next
week, Russian and Chinese naval ves-
sels will conduct live drills in the east-
ern Mediterranean Sea.

“We are strong if united but weak if
isolated,” Xi said.

In remarks published last week in Xin-
hua, China’ s official news service, Xi
Jinping ascribed the closeness be-
tween China and Russia to the their
shared sacrifice in World War Two.
“Decades ago, the Chinese and Rus-

United States and its European al- [

sian nations shared weal
and woe and forged an un-
breakable war friendship
with fresh blood,” he said.
But in the seven decades
g since the war, relations be-
tween the two haven't al-
ways been warm—when
they existed at all. Ideologi-
cal and geographical dis-
putes triggered a Sino-Sovi-
et split in 1960, and over
the next three decades the
4 two countries had a more
adversarial relationship
with each other than either
had with the United States.
This division was the prima-
ry geopolitical rationale behind Rich-
ard Nixon's decision to re-engage Chi-
na in 1972. By the late 1980s, Si-
no-Russian relations began to thaw,
and in 2001 the two countries cement-
ed ties through a landmark “friendship
agreement.”

Despite many differences and possi-
ble points of contention, China and
Russia are united by a major strategic
interest: disrupting the United States.
Beijing and Moscow have found com-
mon cause on the United Nations
Security Council, where they have re-
peatedly blocked U.S.-led foreign poli-
cy initiatives. And when Washington
and its European allies slapped sanc-
tions on Russia’ s economy after Mos-
cow's forcible annexation of Crimea,
Beijing remained neutral—despite
non-interference being the bedrock
principle of Chinese foreign policy.

Both Russia and China have sought
to challenge American hegemony by
creating new multilateral institutions.
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Advocating the Economic Interests and
Development for Caiibbean Communities in Texas

www.caribbeanchamber.org

The Moscow-led Eurasian Economic
Union links together Russia, Armenia,
Kazakhstan and Belarus, economies
with a combined GDP of more than $4
trillion. Meanwhile, the Asian Infra-
structure Investment Bank, headquar-
tered in Beijing, has snapped up 57
members since its formation last year,
including countries like the United
Kingdom that joined over American
objections.

Major Chinese initiatives like the New
Silkk Road Economic Belt and 21st
Century Maritime Silk Road—referred
together as “One Road, One Belt” —
will feature road, rail, port, and pipe-
line investment across 65 countriesin
Asia, Africa, the Middle East, and Eu-
rope with a combined population of
4.4 billion. In the United States, mean-
while, President Obama has struggled
to persuade Congress to pass the far
less ambitious Trans-Pacific Partner-
ship.

Geopolitical analysts have argued that
the Sino-Russian friendship is un-

S 4

ol
fh— ¥

3
-

il

-

'\ BELARUS

i \‘1_‘
UKRAINE J\"—-;

r" :
ARMENIA ", “,}
S

AZERBAIIAN |~

equal, and that Moscow needs Beijing
far more than Beijing needs Moscow.
China’ s close ties with energy-rich na-
tions like Kazakhstan and Turkmeni-
stan, once joined with Russia in the
Soviet Union, gives it leverage in ne-
gotiating energy deals. Despite the
bonhomie generated by Xi’ s visit to

Eurasian Union
B Members

! Potential members
2 Unwilling to join

Russia, the two sides failed to agree
on a price for a new pipeline linking
Western Siberia to China. Yet these
details are unlikely to spark a rupture
in ties.

“We are strong if united but weak if
isolated,” Xi Jinping told Xinhua.
(Courtesy news.yahoo.com)

(Beijing)

Benchmark Deposit And Lending Interest Rates Cut

Banks Given More Flexibility In Setting Deposit Rates

China's Central Bank Cuts Interest
Rates for Third Time Since November

Compiled And Edited By John T. Robbins, News&Review Editor

- China's central bank cut in-
terest rates once again by 25 basis
points effective May 11 — the third time
it has reduced the benchmark deposit
and lending rates since November.

The change reduced the guiding inter-
est rate on one-year loans to 5.1 per-
cent, the lowest ever. The interest rate

for one-year term deposits was
trimmed to 2.25 percent, the lowest
since 2004 and the same as that in
2009 following the global financial cri-
sis.

The People's Bank of China also per-
mitted banks to raise the interest rates
they offer for deposits to a maximum of
50 percent above the benchmark level.
The previous limit was 30 percent. Ana-
lysts say this is a sign that the liberal-
ization of deposit interest rates is "basi-
cally completed."

Lu Lei, director of the central bank's re-
search bureau, said on May 10 after
the regulator announced the cut that
the changes should not be considered

China's Central Bank - Beijing

| quantitative easing
| have suggested.

(QE), as some
Central banks resort to QE only when
conventional instruments fail and there
are no other options, he said. China is
not in this position because its central
bank still has plen-

~ ty of room to use
. traditional

tools

that affect money 7
supply and capital
costs, he said.

Lu said the interest
rate reduction was
meant to stabilize
the economy by re-
ducing businesses'
financing costs as
economic  growth 3
slows and com- 0405 08
modity prices fall.
Data released this

70
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| yr Chinese Benchmark Lending Rates

rates by 25 basis points in November,
the weighted average interest rate for
bank loans fell by 44 basis points, Xie
said. A similar cut in March saw the av-
erage interest rate fall by only 15 basis
points.

China Cuts Benchmark Rates

07

s | yr Chinese Benchmark Lending Rates
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Source: Bloomberg, EGA Dataasof | 1/24/2014. Past performance does not guarantes future results.

month shows the

HSBC purchasing

managers' index for the manufacturing
sector fell to 48.9 in April — the lowest
level since April last year — from 49.6
in March, meaning that factory activi-
ties continued to shrink. Exports and
imports last month also tumbled. The
consumer price index, a measure of in-
flation, was 1.5 percent in April and un-
der 2 percent for the eighth straight
month.

Zhong Zhengsheng, director of eco-
nomic research at Hua Chuang Securi-
ties, said businesses' returns on in-

vestment were falling faster than

'-“ their financing costs even with the
f—"- cuts to bank lending interest rates.

He said the central bank needs to

cut interest rates further.

But the more the regulator tries to

reduce banks' lending interest rates

|8 by cutting the benchmark level, the
| less effective the tool becomes,

said Xie Yaxuan, chief analyst at

China Merchants Securities.

After the central bank cut interest

Analysts say the new ceiling on depos-
it interest rates gives financial institu-
tions plenty of room to decide their
rates.

This means that a government restric-
tion on deposit interest rates exists on-
ly in name and reform in this regard is
basically done, said Chen Daofu, a fi-
nancial researcher at the State Coun-
cil's Development Research Center.
China International Capital Corp., a
joint-stock investment bank, also said
banks have been given enough flexibili-
ty that the liberalization of deposit inter-
est rates could be viewed as almost
completed.

Lu, from the central bank, said broad-
ening the scope of flexibility from 30
percent to 50 percent allows financial
institutions to better set interest rates
based on their strength and risk evalua-
tions. The conditions have been ripe to
removing the limit on deposit interest
rates all together, he said. (Courtesy
english.caixin.com)
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