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With the Trump administration desperate for a quick and 
honourable exit from Afghanistan, the role of Pakistan is to 
facilitate it by bringing the Taliban to the negotiating table. 
Can the unique compulsions of the two countries put back 
on track what has been a dysfunctional marriage for the 
best part of the decade?

Background

The US was one of the first countries to establish diplomatic ties with Pakistan when 
it came into being. Under Pakistan’s first military dictator, Ayub Khan, the country 
firmly allied itself with the US. In the mid-1950s Pakistan joined the South East Asian 
Treaty Organization (SEATO) formed on the lines on the NATO, to check the advance 
of communism in the region. SEATO remained insignificant militarily. Pakistan 
moved out of the alliance in 1972 when the US refused to support in the 1971 
war with India, which resulted in East Pakistan seceding to become independent 
Bangladesh. Then in 1979, during the height of the Cold War, when the Soviet Union 
invaded Afghanistan, Pakistan again allied itself with the US. The relationship was 
strictly based on military and economic support.

After the collapse of the Soviet Union, the US approved sanctions against Pakistan 
for its nuclear weapons program which again strained their relations. In the months 
following the 9/11 attack, Pakistan once again assumed an important role by joining 
the US in its global war on terror. However, their relations were again under stress 
due to high levels of mutual mistrust and criticism of each other's strategy in the 
fight against terrorism.

After China, the United States is the second-largest supplier of military equipment 
to Pakistan. It also depends on Pakistan to supply its troops in Afghanistan, where 
the US still has 14,000 troops. 

Analysis

Imran Khan embarked on his first visit to the US as Pakistan’s Prime Minister in late 
July. The visit came at a time when the relationship between the two countries 

The big US-Pak reset? haven’t yet fully recovered from the abyss of distrust. While the US has accused 
Pakistan of duplicity in dealing with the Afghan Taliban, the consensus in Pakistan 
is that the US doesn’t recognize the sacrifices Pakistan has made in the war against 
terror.

During the three-day visit beginning on July 21, 2019,  Imran Khan was accompanied 
not just by the foreign minister Shah Mehmood Qureshi but also the military brass. 

According to the White House statement, the visit focussed on strengthening 
cooperation between the US and Pakistan to bring peace, stability and 

economic prosperity to a region that 
has seen far too much conflict. While 
the joint news conference addressed by 
Trump and Khan ruffled some feathers in 
New Delhi on account of Trump's claim 
that Prime Minister Narendra Modi has 
requested him to mediate between India 
and Pakistan on the Kashmir issue, there 
wasn't much significantly different in 
the US position towards Pakistan. The 
White House debriefing said that the US 
reiterated the need for Pakistan to do 
more and act tougher against terrorist 
activities targeted both towards India and 
Afghanistan from its soil. 

In 2018, President Trump accused Pakistan of providing refuge to Osama bin 
Laden and suspended $300 million in military aid to Islamabad. In response to the 
accusation, the then Pakistani Foreign Secretary Tahmina Janjua noted that Trump’s 
remarks “could seriously undermine” Pakistani-US security cooperation. Pakistan 
denied the claims and asserted that it had already paid the price for its alliance with 
the US  in the ‘War on Terror’. 

With respect to the Taliban, FM Qureshi noted that Pakistan was ‘mindful’ of 
American priorities. It is widely believed that the senior Taliban leadership is 
based inside Pakistan. A few weeks ago, a former Taliban official, Abdul Ghani 
Baradar was released by Pakistan, signalling the support that was expressed to 
aid peace talks. The Pakistani government backed the former Taliban government 
in Kabul, and its security agencies maintain close but complicated relations with 
the insurgents. 

"

"I think Pakistan is going to help us 
out to extricate ouselves. We are like 
policement. We are not fighting the 
war. If we wanted to fight a war in 
Afghanistan and win it, I could win that 
war in a week. I just dont want to kill  
10 million people.

Donald J Trump, President, United 

States, during the news conference 

with Imran Khan
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Background 

The US is Qatar's sixth-largest trading partner. Trade between the two countries has 
exceeded $6 billion. Qatar has approximately 15,000 US citizens, of whom about 
5,000 are employed in high-skilled jobs within the private sector. 

In June 2017, a Saudi led coalition comprising Bahrain, Egypt, Saudi Arabia and the 
United Arab Emirates (UAE) imposed a land, sea and air blockade on Qatar claiming 
that the latter supported extremist groups in the region.

Analysis 

President Trump and the Qatari Emir's discussions also focused on regional 
developments, security cooperation and counter-terrorism. The US and Qatar 
formalized the deals in a signing ceremony at the White House which includes Qatar 
Airways' purchase of five Boeing 777 freighters, and an additional commitment to 
purchase an unspecified number of Gulfstream large-cabin aircraft. Qatar Airways 
has also allocated nearly $92 billion to support the US economy by purchasing 332 
US-made aircraft, providing more than 527,000 jobs. 

Qatar's Emir said that his visit to the US reaffirmed the ideals the two countries 
shared and celebrated their mutual economic partnership. "Unfortunately, there are 
some in my region who do not share our beliefs. In today's world, at times, alliances 
have to be made with necessary partners, and certain allies are not actually friends," 
he also said, in an apparent reference to his country's Arab neighbours that are part 
of the blockade.  

Amidst the ongoing tensions in the Persian Gulf and 
the blockade by a Saudi-led coalition, Qatar's Emir 
Sheikh Tamim bin Hamad Al Thani visited Washington 
to discuss security in the Gulf and strengthening of 
economic ties. 

Can the relationship between US and Qatar overcome 
uncertainty?

US-Qatar: Strategic or 
uncertain relations?

In June 2019, the intelligence received by the Indian government indicated that to 
avoid being blacklisted, Pakistan has seized properties associated with terror groups 
and seized 771 seminaries — educational institutions run by the Lashkar-e-Taiba 
and its fronts, Jamaat-ud Dawa and Falah-i-Insaniyat, and the Jaish-e-Mohammad.  

There could be a distant possibility of the Trump’s administration restoring some 
aid to Pakistan in return for helping stitch up a political settlement in Afghanistan. 
Imran Khan's and the military establishment's ability this time around to live up to 
the committments made will have a bearing on the International Monetary Fund's 
(IMF) bailout package to Pakistan and also its removal from the Financial Action Task 
Force (FATF) grey list related to terror financing. Pakistan's flip-flops on arresting 
Hafiz Saeed one day and releasing him the next under the pretext of "inadequate" 
prosecutable evidence may have to come to a conclusive end.   

The man who only a few years ago described his chances 
of becoming the PM as likely as being reincarnated as an 
olive, is now the newest occupant of 10 Downing Street. 
Whether he’ll be chewed and spat out in a jiffy or linger 
around longer in the cocktail of British politics, shaken like 
never before, will rest solely on his ability to saw the country 
off from the European Union by the end of October.

Can BoJo mojo repair 
broken Britain?

Assessment

 The US is certain that it will need Pakistan's help in negotiating a lasting 
peace settlement in Afghanistan. We feel that the three major powers--
the US, China and Russia seem to have arrived at a consensus on peace in 
Afghanistan in a way that is inclusive of the Taliban, and has invited  Pakistan 
to join the consultative process. 

 We believe that the US would have to work with Pakistan to ensure the 
withdrawal of American troops from Pakistan and help Trump to keep his promise 
before the next presidential elections due in 2020. Pakistan too would need to get 
the Americans to restart the foreign military funding that is has received in the past.  

 Both economic and demographic compulsions may have forced a change 
in Pakistan’s foreign policy. We feel that there is a shift in the focus from 
geopolitics to geoeconomics after it joined China's Belt and Road initiative in 
2015. Pakistan’s economy is drifting towards stagflation and public debt has 
more than doubled in the last decade.

 We feel that Pakistan might likely take advantage of the US-Iran standoff and 
propose Gwadar as a better strategic option than Chabahar.  

 Faced with global threats of climate change, poverty and nuclear catastrophe, 
it would be better for countries in the region to opt for a more cooperative 
mode that would ensure growth and prosperity. 

Assessment 

 The Trump administration is trapped in the region’s oldest family feud 
between Saudi and Qatar. The friction was brought to the fore during the Arab 
Spring. We feel that the discord which  took the form of coup, battles and raids 
is playing out mostly through expensive lobbying in Washington.  

 US military infrastructure in Qatar is large and growing, and this would make 
it hard for the US to disengage with Qatar. 

 Trump’s adviser, Jared Kushner is believed to have supported the Saudi-
led blockade because of a deal that fell through with former Qatari Prime 
Minister Sheikh Hamad bin Jassim al Thani. Qatar also declined to bail out the 
Kushner’s' 666 Fifth Avenue property using its sovereign wealth fund.
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Trump's trade U-turn at 
Osaka

Background

Boris Johnson, 55, who has built a career in public life fashioned after a mix of 
bumbling Wodehousian characters, has become the Prime Minister of Britain at 
a time when wheels of its politics are immovably jammed. Britain itself has been 
reduced to a one issue country: it’s all about Brexit. 

Analysis

Since the 2016 referendum result, Britain has been split right down the middle. 
Brexit has so far devoured two prime ministers (David Cameron and Theresa 
May), decimated both the Conservative and Labour party (opinion polls have 
them both below 20% if elections were held today), and has made ideological 
middle ground disappear completely. Extremist views about Europe are now 
the only mainstream. The two political parties, Liberal Democrats and the Brexit 
Party, formed barely a few months ago, with very clear and completely opposing 
views on Brexit are on the rise. Boris Johnson’s mid-term ascent itself is the 
result of Eurosceptics in the Conservative party having their way. And for all the 
troubles, Britain is still not out of the EU, having already missed one deadline on 
March 29 and a second that seems almost as unlikely deadline looming at the 
end of October this year.

Boris Johnson is far and away the most divisive politician in Britain. Even by the 
high standards of self-serving duplicity member of the Conservative party are 
credited for, Johnson is seen in a league of his own. Be it the London Olympics 
of 2012 or the a bicycle hire scheme funded by Barclays bank during his time as 
the city’s mayor, everything ended of being about him. Of his supreme desire for 
self-promotion it can be said that he fell in love with himself before he turned a 
teenager, and it’s the only relationship he’s been faithful to since. However, the 
series of extramarital affairs and a condition to play fast and loose with facts 
(he was sacked as journalist once for making up quotes and is famous for not 
allowing facts to come in the way of his juicy reports filed from Brussels as The 
Daily Telegraph’s EU correspondent) haven’t stopped his rise. For many, Boris 
Johnson, a man who cannot be trusted is simply the denouement of Britain’s 
disgrace. 

His reputation for not keeping promises hasn’t helped. He assured the owners 
of the pro-Conservative Spectator magazine that he wouldn’t contest election to 
parliament while its editor but went on to become an MP. He promised his voters 
that he’d quit his day job, and yet remained the magazine’s editor. He made a virtue 
of such double speak by calling it his ‘cake’ philosophy that entailed both eating 
and keeping it. 

Critics say his indiscretions as foreign secretary that not only created diplomatic 
discomfort but also put at risk the lives of British citizen such as Nazanin 
Zaghari-Ratcliffe. Zaghari-Ratcliffe, a British-Iranian was employed by the charity 
organisation Reuters Foundation. She was handed a five-year jail sentence by 
the Iranian government for trying to topple the regime in the guise of journalism. 
Johnson in trying to defend her claimed that she was merely a journalist trying 
to teach people in Iran journalism. By all accounts she was not a journalist but 
a project manager. Johnson’s ill advised intervention, critics say had worsened 
her case. 

Johnson’s Eton and Oxford education add to his disparagement as a Tory toff 
disconnected with the lives of the working class.

Bluster, breezy optimism, burning ambition and occasional buffoonery make 
Johnson in the eyes of many Conservatives the best electoral bet in the face of 
a potential annihilation. The colourful phrases Johnson uses in his Telegraph 
columns and public speeches (he likened Muslim women in Burqa to bank robbers 
and letter boxes; and called blacks in former British African colonies as flag waving 
piccaninnies with watermelon smiles) self-admittedly made the “plaster comes off 
the ceiling” sometimes. But Johnson posits that as a counterpoint to the “muffling 
and veiling” language other politicians use. 

 But perhaps most importantly does he have the mandate or the political legitimacy 
to be the PM of Britain, and can such a premier manage to miraculously extract UK 
out of EU on deadline? Johnson after all has only been endorsed overwhelmingly 
by the 160,000 paid up members of his own party. Theresa May lost her job 

because she could not get parliamentary approval for her divorce deal with EU. The 
parliamentary logjam means that reheating May’s version is not an option. Also, 
walking out without a deal, while preferred by the extremist Eurosceptics, cannot 
pass parliamentary muster. The inability to brandish the threat of a no-deal exit to 
EU negotiators decidedly weakens Johnson’s hands. A snap general election before 
the October deadline is now a real possibility. Until then the big olive can wear the 
crown of thorns.

US President Donald Trump announced that US technology 
companies could resume selling to China's Huawei 
Technologies, effectively reversing a ban imposed by the 
US Commerce Department. Why did the US make a U-turn 
at the G20 Summit in Osaka?

Background

Huawei Technologies is a Chinese multinational networking, telecommunications, 
equipment and services company. It is the largest telecommunications equipment 
manufacturer in the world.

The United States encouraged its allies to block Huawei a few months ago, claiming 
that the Chinese government could use Huawei products for surveillance. The 
US Justice Department has indicted Huawei on 23 counts for the alleged theft of 
intellectual property, impediment of justice and fraud related to its evasion of US 
sanctions against Iran.  

In May 2019, the US Commerce Department added Huawei to the ‘Entity List’, a 
move designed to bar the Chinese company from buying American components 
and software. Google, along with 30 other American firms that were core suppliers to 
Huawei were pressured to consider suspending business activity with the company 
to comply with Washington’s decision. 

Assessment

 The chances of Boris Johnson taking Britain out of EU by October 31, with or 
without a deal seem rather slim.

 With Johnson as PM, Britain finally gets a government that is not half-hearted 
about Brexit. But the divisions in the current parliament are so deep that it is 
unlikely that Johnson can get any deal approved by parliament. 

 The opposition of a big chunk of Johnson's own Tory party and a majority of 
Labour MPs to a no-deal Brexit weakens Johnson's ability to negotiate with the 
EU. 

  A snap general election, if not a second referendum maybe the only way out 
to break the impasse. But the result of such an election may be so fragmented 
that Britain might be back to square one on Brexit.
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Analysis

President Trump announced that US companies would once again be allowed to 
trade with Huawei. Larry Kudlow, White House Economic Advisor, confirmed that 
Huawei remains on the US Entity List, but said the Commerce Department intends 
to grant more licenses to US companies to allow them to do business with Huawei.

President Trump said at the press conference during Osaka Summit “One of the 
things I will allow, however, is, a lot of people are surprised we send, and we sell 
to Huawei a tremendous amount of product that goes into the various things that 
they make. And I said that that’s okay, that we will keep selling that product. These 
are American companies… that make product, and that’s very complex, by the way, 
and highly scientific. And in some cases we’re the ones that do it, we’re the only 
ones that do it. What we’ve done in Silicon Valley is incredible, actually and nobody 
has been able to compete with it, and I’ve agreed, and pretty easily, I’ve agreed to 
allow them to continue to sell that product. So American companies will continue, 
and they were having a problem, the companies were not exactly happy that they 
couldn’t sell because they had nothing to do with whatever it was potentially 
happening with respect to Huawei, so I did do that.” 

Huawei promoted it as a victory, describing the announcement in a tweet as a 
"U-turn" by the US. This means hardware components from companies such as 
Intel and Micron can continue to be sold to Huawei. Google will continue to supply 
the Android Operating System to supply Huawei. Kudlow said this wasn’t a “general 
amnesty” and that trading with Huawei was only being permitted in areas where no 
security risk was present.' Before the ban came into effect, Huawei reportedly stored 
critical components that would enable operations for up to three months.

Counterpoint

President Trump’s backtracking from the ban on US companies doing business with 
Huawei has triggered severe criticism from lawmakers. 

Florida Senator Marco Rubio on Twitter called the move a “catastrophic mistake” 
and promised a congressional action. Other Republicans, including Florida Senator 
Rick Scott and Tennessee Senator Marsha Blackburn, joined in the criticism of 
Trump’s move. 

We feel that this reversal can mar the credibility of Trump’s administration’s warning 
regarding the threat of ’national security’ posed by the company. It can be observed 
that this was the same stance taken for another company, ZTE.

US companies were finding legal ways to sidestep restrictions even before reversal 
was announced at the summit. The companies took advantage of certain exceptions 
to export restrictions known as the ‘de minimus’ rule to legally continue shipments. 
Given that President Trump backtracked on the full force of his Huawei ban, it is 
possible that he will change his mind again. 

A British oil tanker and a British-owned Liberian-flagged 
ship were seized by the IRGC in the Strait of Hormuz. Is Iran 
leveraging its geostrategic advantage in the Strait of Hormuz 
as tensions with the US and her allies continue to rise?

Background

The Strait of Hormuz plays a strategically important role in the US-Iranian dispute. 
The narrow strait lies between the Gulf of Oman and the Persian Gulf and is a key 
passageway, generating a high volume of shipping traffic. It is particularly important 
because 20% of the world's oil passes through. In fact, the US has called the Strait of 
Hormuz as the world's most important choke-point for oil transport. 

The Strait of Malacca and the Suez Canal are also considered chokepoints. 
Approximately 17.2 million barrels of oil move through the Strait of Hormuz daily as 
compared to 11 million for the Strait of Malacca and 5 million for the Suez. The US has 
increased its naval presence in the Strait of Hormuz following a series of tanker attacks 
in May and June. US officials believe that Iran orchestrated the attacks in retaliation to 
American sanctions on Iranian oil and the British seizure of an Iranian oil tanker. 

The Strait of Hormuz has been a theatre of conflict in the past. During the Iran-
Iraq war in the 1980s, both sides were engaged in the destruction of the other's 
merchant ships (primarily transporting oil) in what is known as the "Tanker War". 
The Tanker War led to over 400 civilian casualties, damage to hundreds of ships, 
and severe economic losses as a result of disrupted oil trade. 

Analysis

On the July 19, two British-owned tankers were seized by the Iranian  Revolutionary 
Guard Corps (IRGC). This incident comes a couple of weeks after an Iranian vessel, 
Grace 1, was seized near Gibraltar by Royal Marines who suspected that it was 
transporting oil to Syria in violation of EU sanctions. 

The then British foreign Secretary Jeremy Hunt said the seizure of the British tanker 
was "completely unacceptable" and that there will be "serious consequences" if Iran 
fails to release it. Despite escalating tensions, Britain is looking to solve this issue 
diplomatically and is not considering military options. Hunt had reached out to his 
Iranian counterpart Mohammad Javad Zarif, urging him to release of the British vessel.  

US President Donald Trump offered his support to Britain and said that "The US will 
continue to work with our allies and partners to defend our security and interests 
against Iran's malign behavior." The US has recently increased its military presence 
in the region and will offer protection to vessels passing through the Strait of 
Hormuz to ensure freedom of maritime navigation. 

Tanker Tussle in Strait of 
Hormuz

Assessment

 American companies such as Google which have licensed the Android 
Operating System to Huawei and chipmakers like Qualcomm, Intel and Microm 
were under pressure because they were to likely lose a third of their revenue 
when they cut off Huawei as a customer.  

 According to our observation, the decision to continue selling to Huawei followed 
an extensive lobbying campaign by the Semiconductor Industry Association (which 
represents 95% of the US semiconductor industry including chip companies like 
Broadcom, Qualcomm and Intel) which argued that the ban could hurt America’s 
economic and national security. We feel that given the massive cost of research and 
development for chips, continuing to miss out on revenue could hurt competitiveness. 

 As we have maintained, if the blacklist was not relaxed, it would have 
encouraged China to develop the required technology domestically, leading 
to a possible fragmentation of the Internet, i.e. two separate internets that 
would each operate in silos. Eventually, China and Russia would have likely 
weaned themselves off the US technology. We feel that the reversal follows 
Russia’s decision to develop 5G technology along with Huawei, which will 
make Moscow the first 5G city by 2020.

Assessment

 Iran has the ability to close the Strait of Hormuz and seems to be subtly 
leveraging this in its dealings with Britain and the US, almost taunting them to 
take military action. However, we feel that military conflict in the Strait of Hormuz 
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Japan sanctions South Korea
Japan will strengthen restrictions on exports of materials 
used in smartphone displays and chips to South Korea 
amidst a growing dispute over South Koreans forced to 
work for Japanese firms during World War Two. Have 
Seoul and Tokyo decided that their animosity was more 
meaningful than their affinity, and how will it affect policies 
with regards to North Korea and China?

Background 

Japan conscripted 7.8 million South Koreans as forced labour or soldiered its 
imperial expansion before and during World War II. 50,000 to 200,000 Korean 
women known as ‘comfort women’ were sent to military-run brothels.

After World War II, South Korea sought compensation on behalf of these workers. 
In the 1965 pact establishing diplomatic relations between the two nations, Japan 
provided $300 million in aid and $200 million in loans. After South Korea’s first 
democratic elections many workers began seeking damages, first in Japanese 
courts and since 2000 in South Korea.

In October 2018, the Supreme Court of South Korea rejected appeals to overturn 
a 2013 order requiring Nippon Steel to pay compensation of an individual sum of 
100 million won (US$87,700) to four South Korean workers who underwent forced 
labour. 

The Supreme Court of South Korea followed up with two similar judgments against 
Mitsubishi Heavy Industries. Cases against 70 Japanese companies — including 
Toshiba, Panasonic and Nissan — are pending in lower courts, which have begun to 
rule in favour of the plaintiffs.

Analysis

The Japanese government announced that it would be tightening regulations on the 
export of several chemicals used in chip and smartphone production to South Korea 
amid the row with Seoul over wartime labour. The new rules took effect on July 4.

In a statement, the Ministry of Economy, Trade and Industry noted that the export 
control systems were built based on international relations of trust between Japan 
and Seoul, and this has been significantly harmed. 

The Japanese government said it would delist Korea from a whitelist that benefited 
27 countries with simplified export regulations. Export contracts involving one of 
the three chemicals - photoresists, hydrogen fluoride and fluorine polyimide will 
take 90 days for government approval. Japan accounts for nearly 100% of global 
production of fluorinated polyimide and photoresist and produces 70% of the 
world’s hydrogen fluoride. 

Photoresists are the primary matter for photolithography which is a part of 
the chipmaking process. Hydrogen fluoride is used for the etching process of 
chipmaking, and fluoride polyimide is an important material used in flexible 
organic light-emitting diode display panels. More than 90% of the materials used 
by Korean firms are from Japan, according to the related industries. 

The move follows Tokyo's increase in inspections of some South Korean seafood 
that began last month, reportedly in retaliation for continued curbs on imports 
of food from areas affected by Japan's 2011 Fukushima Daiichi nuclear disaster.

It's a chemical soup that could impact the electronics industry and consumers 
across the world. If the restrictions continue, Korean giants such as Samsung will 
fall short of crucial supplies affecting the entire semi-conductor supply chain, 
and even the broader IT sector. Korea’s chipmakers expressed concerns over 
the restrictive measures. South Korean chipmakers control 70% of the global 
market for dynamic random access memory and 50% for NAND flash memory.  
The South Korean government reacted promptly and is considering filing 
a lawsuit with the World Trade Organization. An official of the South Korean 
Trade, Industry and Energy Ministry said the restrictions announced by Japan 
violate international law. 

The militaries of Japan and South Korea, long quiet during these political storms, 
has got entrapped in the swelling animosity. Last December, Japan’s Maritime 
Self-Defense Force alleged that a South Korean naval vessel targeted Japanese 
surveillance aircraft with its fire-control radar as the aircraft approached a search 
and rescue exercise.

needs to be avoided at all costs. The oil trade through the region powers a large 
portion of the global economy and any type of military conflict could seriously 
threaten international oil supply. Moreover, since there is a global interest in 
keeping the Strait of Hormuz a safe and open passageway, other countries are 
likely to intervene militarily in any conflict, possibly escalating things further.

 Since Iranian officials seem less intimidated by Britain's second warship 
deployment, we think that negotiation might be the only way to de-escalate 
tensions in the Strait of Hormuz. Although Britain recently announced its plans 
to hold the Iranian tanker for another month, returning the tanker might help 
ease the situation and could persuade Iran to release the Stena Impero.

 We think it is unlikely that the United States is looking to establish a defense 
coalition with Britain against Iran. Several US allies are wary of Trump's Iran 
agenda and are trying hard to salvage what is left of the 2015 nuclear deal.

 The timing of recent escalation in tensions between Iran and Britain is rather 
unfortunate. The British political scene is somewhat in disarray following 
Theresa May's resignation amidst attempts to exit the European Union. We feel 
that Britain must carefully balance its foreign policy agenda between US and EU 
interests and might end up diplomatically isolated in the process.

Assessment 

 The  decision could disrupt global supply chains as chips made in South 
Korea would go into chips and devices made by Apple, Huawei Technologies, 
computers manufactured by HP and Lenovo Group as well as televisions from 
Sony and Panasonic.

 Although senior military officers, mindful of the operational necessity of 
military cooperation between the United States, Japan, and South Korea, had 
sought mainly to avoid the nationalistic sentiments, it is likely that they are 
susceptible to the hardening of public disposition. 

 Apropos North Korea, South Korea’s desire to relax sanctions runs counter 
to Japan’s insistence on maintaining an international coalition to support a 
far more restrictive UN position on forcing denuclearization. We feel Tokyo has 
worked hard to persuade the UN to monitor sanctions implementation through 
maritime patrols and surveillance. We believe that for Tokyo to abandon this 
hard-won international consensus would be equivalent to giving up on the UN’s 
role in global security.

 We believe that Japanese leaders are likely to challenge China, but South 
Korean leaders would perceive this as an opportunity for peace in a far less 
confrontational posture. This is because the reunification of the Korean 
Peninsula will require Beijing’s acquiescence, if not approval.
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China’s Caixin Purchasing Manager’s Index (PMI) continues 
to be at 49.4 for the second consecutive month. A reading 
below 50 signals contraction. The employment sub-index 
has also dropped from 47.2 to 47, the lowest reading since 
March 2009, a sign that factories are not expecting to hire 
new staff. Would this stall growth in China and increase the 
risk of a global recession despite some progress made in the 
US-China trade talks in Osaka?

Background

Two of the world’s largest economies, US and China, are involved in a global 
growth-sapping trade dispute. US President Donald Trump had promised in his 
campaign to fix China's "long-time abuse of the broken international system and 
unfair practices." 

The Caixin Manufacturing Purchasing Manager’s Index (PMI) estimates the near-to-
medium term confidence of the of the manufacturing sector and is obtained from a 
survey of 430 private industrial complexes in China. 

At the G20 Osaka Summit in 2019, the US and China have agreed to resume trade 
talks, easing a long row that has contributed to a global economic slowdown. 

Analysis

In China, the Caixin/Markit PMI remained at 49.4 which is the worst reading since 
January and this has resulted in a lowering of market expectations. In June, across 
Asia and Europe, factory activity shrank. These countries have seen reductions in 
exports to China, as China cuts back its components imports due to lower sales 
to the US The policymakers are under pressure to deploy stronger steps to avert a 
global recession. 

South Korean factory activity decreased at a fast pace in the last four months as 
the global trade slowdown intensified, prompting companies to cut production 
and shed more jobs. Their exports plunged almost 14%, and PMI signalled 
contraction. Survey respondents noted downturns in the semiconductor and car 
industries. 

Japan’s Tankan confidence index also dropped to a three-year low. Poor demand 
for new cars is hitting automakers in Japan. In Singapore, the PMI dipped to 49.9 
in May. Manufacturing activity also dropped in Malaysia and Taiwan as the impact 
of US-China trade conflict's impact on the rest of Asia was broadening. Similarly, 
manufacturing reports for the US and the Euro area due are expected to indicate 
further impacts on the global economy, which has suffered from the tariff uncertainty 
and a cyclical slowdown. 

In the US, the Institute of Supply Chain Index fell to the lowest since October 2016. 
Switzerland saw manufacturing shrink the most in seven years, and Spain registered 

its worst reading since 2013. Overall, the eurozone manufacturing shrank for the 
fifth month, and the UK dropped to a six-year low. 

At the G20 Summit in Osaka, the United States and China agreed to renew trade 
talks after President Donald Trump provided concessions including no new tariffs. 
Yoshiki Shinke, chief economist at Dai-ichi Life Research Institute in Tokyo stated 
that "It's too early to turn optimistic. The two countries just kicked the can down 
the road and there's no knowing what could happen next" "Global manufacturing 
activity hasn't hit bottom yet. US business confidence, particularly that of 
manufacturers, has been weakening, and if this continues, it may hurt economies 
across the world." 

International Monetary Fund Managing Director Christine Lagarde welcomed 
the resumption of trade talks between US and China but warned that more 
needed to be done to resuscitate a global economy that had already hit a 
"rough patch." 

The US Education Department has opened an inquiry 
into Georgetown, Texas A&M University over foreign 
funding from Qatar Foundation and Chinese Telecom 
company, Huawei. What is the impact of foreign funding 
on universities and would there be any national security 
implication?

Assessment

 Much of the global economy will be affected due to the disruption of 
integrated supply chains centred around China. Further, this loss will not be 
not fully compensated by incremental export gains by other Asian countries 
to the US. It is expensive and not easy for companies to reconstruct their 
supply chains while shutting existing ones.  

 We feel that while the G20 summit is likely to boost the confidence of some 
companies, organic growth in the economy is not adequate, and counter-
cyclical stimulus policies need to be maintained.  

 We also feel that heightening worries over global growth will force some 
central banks, such as Australia, New Zealand and India, to cut interest rates. 
We believe that many G20 countries have little fiscal and monetary space to 
battle another recession.

India Watch 

In India, where growth depends mainly on domestic demand, the manufacturing 
sector has expanded at its quickest pace. India is considering to offer incentives 
like Vietnam to attract companies moving out of China amidst its trade war with 
the US Preferential tax rates and the tax holidays are some of the measures being 
considered to lure companies.

China’s falling indices a red 
flag for global trade

US Universities under 
scrutiny for foreign funding 
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Background

In the recent past, national security agencies, federal granting agencies, the 
White House and members of Congress have shown an increasing concern about 
international students or scholars seeking to exploit the accessibility of the US 
academic environment for their own or nations' gain.  

The committee has notified that in addition to  the balance between scientific 
openness and national security, there has to be a  third dimension-economic 
competitiveness. All this is taking place in the context of Trump’s trade war with 
China and an increasingly contentious relationship between countries.  

Analysis

The Department of Education (ED)is investigating foreign sources of funding to 
Georgetown University, Texas A&M University. The ED sent letters to the universities 
alleging that neither university has fully disclosed their funding from Qatar, China, 
Russia and Saudi Arabia to the federal government. 

Federal law requires US colleges to notify about contracts and donations from 
foreign sources totalling $250,000 or more, but the past filings from Georgetown 
and Texas A&M “may not fully capture” that information. As federal officials focus 
on transparency and national security, it is probable that more schools will face 
questioning.

Over the past decade, Qatar has given more than $1.4 billion to 28 schools and 98 
per cent of its support has been provided to six US schools, namely the Texas A&M, 

Georgetown, Cornell, Carnegie Mellon, North Western and Virginia Commonwealth. 
These universities have a campuses in Qatar, which are funded by the Qatar 
Foundation, a non-profit group led by the country’s royal family. 

In 2018, lawyers for the Qatar Foundation filed a lawsuit in Texas seeking to block 
Texas A&M from releasing records about the country’s donations, arguing that they 
amount to “trade secrets” and could give competitors an unfair advantage. The 
Zachor Legal Institute is opposing the request, which is pending in court. 

Security Studies Group Senior Vice President David Reaboi wrote that Qatar funnels 
money toward American universities to garner support for the Qatari regime. The 
Qatar Foundation, which Reaboi describes as being “like Al Jazeera” in how it’s used 
for the Qataris “to project soft power,” provided “hundreds of millions of dollars” to 
the universities. 

Investigators also instructed the schools to disclose funding from Huawei or ZTE. 
Georgetown is required to provide detail for the grants it has received from any 
sources in Saudi Arabia or Russia, including Kaspersky Lab, a Russian cybersecurity 
company. 

The US government questioned Georgetown about any communications related 
to the Prince Alwaleed bin Talal Center for Muslim-Christian Understanding. 
It was founded in 1993 and was named in 2005 after the Saudi royal following a 
$20 million gift. Investigators also probed about the Georgetown Initiative for US-
China Dialogue on Global Issues. Georgetown revealed that China offered $5.5 
million since 2012. This includes $500,000 from the Agricultural Bank of China, $1.6 
million from the China Construction Bank, and $1.2 million from the Government of 
Guangdong. Georgetown also received a $500,000 gift from the China-based Spring 
Breeze Foundation.

In February 2019, a bipartisan panel in Congress prompted the colleges to 
discontinue their support  for Confucius Institute, a Chinese language program 
funded by a branch of the Chinese government.  The panel also observed that the 
schools receiving $250,000 or more from China to operate Confucius Institutes 
failed to report the funding and that the Education Department failed to provide 
adequate oversight. 

In a statement, Betsy Devos, Secretary of Education, noted that "the Department 
expects colleges and universities to provide full, accurate, and transparent 
information when reporting foreign gifts and contracts." "Our national security 
depends on it, and this is what the law requires," said Devos. "These investigations 
make clear that the Department expects institutions to take these reporting 
obligations seriously and that it will exercise its oversight responsibility, when 
necessary."

The National Security Agency (NSA) has announced its intention to create a 
cybersecurity directorate in a bid to defend the US against foreign adversaries. 
Also,  Sen. Josh Hawley has introduced the ‘Protect Our Universities Act of 2019’, to 
identify research it considers as sensitive. This will require background screening of 
students from China, Iran and Russia.

Assessment  

 There is a precedent in the Western world regarding the influence of foreign 
donations to colleges and universities. We feel that funding sources can inhibit 
the independence and autonomy of academia. 

 We think that donors can determine how benefactors use the money they 

donate, and if these donors are royal families or governments, the potential for 

influence can be more disturbing.   

 We believe that the funding organization may be able to place their own 

recruits in positions with little or no oversight from the university, which is a threat 

to national security. We feel that donations also establish a goodwill attitude and 

build a sense of trust between the donating institution and the university. 

 We reckon that the extent of the problem has been demonstrated at Harvard 

Law School, which has established a Shariah Law and Shariah Finance section, 

while also receiving tens of millions of dollars from monarchies in the Islamic 

world, notably Saudi Arabia and the United Arab Emirates. 
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