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- The widened new Panama Canal
- Kra: Could this be China’s Panama Canal?
- Why a $ 50 billion canal in Nicaragua – is THIS China’s Panama Canal?
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Welcome

Dear Reader

More than 100 years ago the Panama Canal has been inaugurated. Since then, it has
been a symbol of human engineering and creativity, of early globalization with big
benefits for humanity. This June the expanded Panama Canal has taken up its
commercial activity. The economic compact of the new Panama Canal could be big
for Panama – an occasion to look at this prosperous Central American Country.

As discussed in previous “Meetings of the Mind” the global impact of this new
transportation infrastructure can’t be overestimated; and yet - many historic
development goes unnoticed by the mainstream media in the West. One prominent
example is the long anticipated canal across the Kra Isthmus in Thailand.

Speaking of canals – let us look at a fascinating Nicaraguan / Chinese project which is
on it's way.

An old Egyptian Proverb says: ما يتعكرش من ترعه) البحر - the sea is not muddied by a 
canal.  

On this note we remain with kind regards,

Thomas Pierre Trinkler
CEO, Partner
Trinkler & Partners Ltd, Zurich
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Warren’s View: The Widened Panama Canal: 
Whose Ship Takes Honours?
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Did the Japanese government pay for
Nippon Yusen to have the honour of being
first through? Or did the Panamanian
government step in and slap China in the
face because China is reportedly secretly
backing an alternative canal through
Nicaragua?

So, who made the race on the Sunday
morning of June 27 2016?
A 984-foot Chinese container ship cleared
the new massive locks of the Panama Canal
on Sunday, becoming the first to officially
pass through the expanded canal and
sparking a new dawn for Panama and global
shipping. Around 11 hours after entering
the canal from the Atlantic Ocean, the
COSCO Shipping Panama - a Chinese
container ship - emerged on the Pacific-side
locks, where thousands of flag-waving
guests, dignitaries and news media awaited
its arrival.

Before the opening of the expanded
Panama Canal the world was guessing:
Which nation's ship will be the first
through the new Panama Canal? On April
29, France’s Agence France-Presse ran an
article stating that the prestigious right of
being the first vessel to transit through the
newly expanded Panama Canal, a US$7bn
widening effort to triple the number of
vessels using the canal, would go to China
Cosco Shipping Corporation (coscocs.com)
after the company won a lottery to select
the pole position. However, on June 3, the
Nikkei ran an article stating that now the
first ship through would be a Nippon Yusen
LPG tanker, and that Nippon Yusen is one
of the canal’s biggest users. So, more
intrigue.

What’s going on?



Warren’s View: The Widened Panama Canal
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http://www.ibtimes.co.inSpot the differences!
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President Varela thanked the workers who
worked on the project and urged
transparency in the distribution of revenue
created by the newly-expanded canal. “All
Panamanians should feel very proud,” he
said. “Today marks an historic day for
Panama.”

Then, fireworks exploded in the sky. The
gate to the locks slowly opened and the
massive container ship plied in, completing
its 50-mile trek through the canal. The
crowds erupted in cheers. The United States
led the construction of the original canal in
the early 20th century and held control of
the waterway until 1999, when it was ceded
to Panama. The expansion project was

overseen by Panama.

“Panamanians were witness to the inter-
ocean canal constructed by the United
States,” Varela said Saturday night at an
event hosted by the U.S. Embassy in
Panama. “Now, you’ll be witness to the
canal expanded by Panama.”

The expanded canal nearly triples the
capacity of ships transiting the canal, from
those able to carry 5,000 containers to up to
14,000 containers, and is expected to bring
increased revenue to Panama. But the
project has also been wracked by cost
overruns, delays, engineering snafus and
labor strikes. (www.usatoday.com)



Sebastian’s Take: Panama’s History
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https://www.cia.gov/library/publications/the-world-factbook/geos/pm.html

Explored and settled by the Spanish in the
16th century, Panama broke with Spain in
1821 and joined a union of Colombia,
Ecuador, and Venezuela - named the
Republic of Gran Colombia. When the latter
dissolved in 1830, Panama remained part of
Colombia. With US backing, Panama
seceded from Colombia in 1903 and
promptly signed a treaty with the US
allowing for the construction of a canal and
US sovereignty over a strip of land on either
side of the structure (the Panama Canal
Zone). The Panama Canal was built by the US
Army Corps of Engineers between 1904 and
1914. In 1977, an agreement was signed for
the complete transfer of the Canal from the
US to Panama by the end of the century.
Certain portions of the Zone and increasing
responsibility over the Canal were turned
over in the subsequent decades. With US
help, dictator Manuel NORIEGA was
deposed in 1989. The entire Panama Canal,
the area supporting the Canal, and
remaining US military bases were
transferred to Panama by the end of 1999.
An ambitious expansion project to more
than double the Canal's capacity - by
allowing for more Canal transits and larger
ships - was carried out between 2007 and
2016. A well-made Panama hat is an exquisite creation. Crafted from fine, closely

woven straw, it is soft, cool and breathable, yet structured enough to hold
an elegant shape. It is simple and supple – the result of one of the most
delicate skills in the world – but robust enough for daily use.

http://howtospendit.ft.com/mens-fashion/31923-how-to-buy-a-panama



Sebastian’s Take: Panama’s Economy
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Panama's dollar-based economy rests
primarily on a well-developed services sector
that accounts for more than three-quarters
of GDP. Services include operating the
Panama Canal, logistics, banking, the Colon
Free Trade Zone, insurance, reinsurance,
container ports, flagship registry, and
tourism. Panama's transportation and
logistics services sectors, along with
infrastructure development projects, have
boosted economic growth; however, public
debt surpassed $32 billion in 2015 due to
excessive government spending and public
works projects though the debt/GDP ratio of
39% still looks manageable.
Growth will be bolstered by the Panama
Canal expansion project that began in 2007
and has been completed by 2016 at a cost of
$5.3 billion - about 10-15% of current GDP.
The US and China are the top users of the
Canal. In 2014, Panama completed a metro
system in Panama City, valued at $1.2 billion.
Strong economic performance has not
translated into broadly shared prosperity, as
Panama has the 6th worst income
distribution in Latin America with a Gini
coefficient of 51.7. About one-fourth of the
population lives in poverty; however, from
2006 to 2012 poverty was reduced by 10
percentage points.

Panama as a Financial Centre
Panama has already been a financial centre
long before it gained involuntary publicity
after the release of the «Panama Papers»
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https://internationalliving.com/2016/05/choose-your-dream-lifestyle-in-
convenient-cosmopolitan-panama-city-yoho/
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which made public details about offshore
financial structures set up by clients of the
Panamanian law firm and corporate service
provider Mossack Fonseca.
Since then, Panama has made remarkable
efforts to improve transparency. Here are just
a few important steps:

- February 19, 2016: the FATF (Financial
Action Task Force, an intergovernmental
body headquartered at the OECD in
Paris) has recognised that Panama has
made significant progress in improving its
regime to combat money laundering and
terrorism financing and will therefore be
no longer part of FATF’s monitoring
process.

- July 15, 2016: Panama agrees to sign the
OECD’s Multilateral Convention on
Mutual Administrative Assistance in Tax
Matters which is a very important step
forward to a commitment to tax
transparency and effective exchange of
information.



Sebastian’s Take: Investing in Panama
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Panama's economy is the third largest
economy in Central America, after
Guatemala and Costa Rica, with a gross
domestic product of around $53 billion in
2015. With a free market economy that
grew nearly 6% in 2015 and low inflation
thanks to dollarization and an open capital
account, the country has thrived due to its
unique location that has made it a haven for
international trade and regional finance.

Benefits & Risks of Investing in Panama

Panama has become one of the most stable
countries in Central America following its
somewhat tumultuous history. The country
is now home to one of the world's most
significant waterways - the Panama Canal -
as well as a rather solid service-based
economy. As a result, the country has been a
pillar of economic success in the region.
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http://internationalinvest.about.com/od/globalmarkets101/a/Investing-In-
Panama.htm

In 1989, when Panama was passing through
the worst political and economic crisis in its
republican history, a group of businessmen
conceived one of the most needed projects
in the local financial market: the founding a
stock exchange. This private sector initiative
sought a centralized trading mechanism
whereby the forces of supply and demand for
securities could operate transparently and
freely. In line with this objective, the Panama
Stock Exchange, Inc. [Bolsa de Valores de

Panamá, S.A. o BVP] was created.

A Brief History of Panama‘s Young Stock 
Exchange

In 1989, when Panama was passing through
the worst political and economic crisis in its
republican history, a group of businessmen
conceived one of the most needed projects
in the local financial market: the founding a
stock exchange. This private sector initiative
sought a centralized trading mechanism
whereby the forces of supply and demand for
securities could operate transparently and
freely. In line with this objective, the Panama
Stock Exchange, Inc. [Bolsa de Valores de
Panamá, S.A. o BVP] was created.

On the 26th of June of 1990, the BVP held its
first trading session, marking a new stage in
the development of the securities market in
Panama. During the decade of the 90’s, the
BVP consolidated its position in the local
competitive financial brokerage market, as
more participants joined the BVP seatholders
or as Issuers and Investors. New institutions
evolved to support the growth of the
securities market. This led to an increase in
trading volume, year after year.
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That simplicity makes a quality Panama a lot easier to discern than the other menswear and accessories staples in this series (suits, ties,
pens). It all comes down to the fineness of the straws, which are hewn from the dried and bleached leaves of the Carludovica palmata plant.
The weavers in Ecuador (not Panama) who make them keep the fingernail of one thumb long and sharp. This they use to slit the leaf into as
many strips as they can. The thinner the strips, the finer the hat.

http://howtospendit.ft.com/mens-fashion/31923-how-to-buy-a-panama



Sebastian’s Take: Investing in Panama
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This growth was the result of a positive
business environment, characterized by the
return to political stability, together with
far-reaching economic reforms, as well as
the adoption of equal tax treatment for the
different financial instruments, which
eliminated the tax bias that existed until
1991 and which held back the development
of the securities market. Parallel with these
developments, the BVP sought to
modernize the local securities market by
creating a securities liquidation and custody
entity. This effort led to the creation of the
Central Latinoamericana de Valores, S.A. o
LatinClear, which started operations in 1997
to provide clearing and liquidation services
for stock exchange operations through its
electronic systems (instead of by manually
means), thus making it possible to reduce
operational risks and to efficiently liquidate
and clear securities transactions.
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http://internationalinvest.about.com/od/globalmarkets101/a/Investing-In-
Panama.htm

Investing in Panama's Stock Market
There are not exchange-traded funds (ETFs)
that offer more than 2% exposure to
Panamanian companies. The closest ETF is
the Industrials/Producer Durables AlphaDEX
Fund (FXR), which has a 1.72% weighting in
Panama.

Please find a list of the members of the
Panama General Index published below. It is
worth mentioning that Panama’s 4th largest
bank in terms of deposits, Global Bank Corp.,
is a privately-owned company, hence not
listed on the Panama Stock Exchange.
Large publicly-owned banks are Banco
Nacional de Panamà and Caja de Ahorros
which are both not listed companies.

http://www.panabolsa.com/es/ / Bloomberg
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The National Interest published this article by
Lyle Goldstein of the US Naval War College
on 30/5/16: “A spate of articles appeared in
late 2015 in Chinese that discussed in
reasonably detailed terms the opportunity to
build the long anticipated canal across the
Kra Isthmus in Thailand. It seems widely held
among Chinese sources that the project may
‘become an international golden waterway’.
If built, the new canal could have a major
impact on both the commercial and strategic
landscape of the entire region. At a
minimum, the canal could move the locus of
dynamic regional and global maritime trade
hundreds of miles to the north, but it could
also serve as a major enabler for China’s
ambitious ‘One belt, One road’ strategy as
well … The Chinese military-affiliated press
has been ever more bold in elaborating its
relationship to the ‘One belt, One road’
strategy – known recently among Western
specialists by the clunky acronym OBOR.

Warren’s View: Could This Be China’s Panama Canal?

“Indeed, the same magazine Naval and
Merchant Ships published by the giant
Chinese military shipbuilding
conglomerate CSSC, that featured an
article on the Kra Canal project, also had
splashed across the cover another
banner headline: ‘Thailand-Chinese
Military Cooperation in the Context of
the ‘One Belt, One Road’’. Thus, even as
Vietnam and The Philippines have
captured the imagination of American
strategists over the last couple of years,
China’s strategists’ gaze may have
shifted to Thailand. The aforementioned
analysis is not shy about connecting the
Kra Canal project and the so-called
‘Malacca Dilemma’. For 2014, it is
observed that 59.5% of China’s oil was
imported and that roughly 80% of that
huge volume came through the Malacca
Strait. India’s setup of military bases in
the Andaman and Nicobar Islands are
duly noted, but the authors emphasize
that amidst the ‘growing risk of conflict
resulting from the militarization and
politicization of the South China Sea
issue …the biggest problem for the
Malacca Strait remains the US military’
…
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http://www.cssc.net.cn/%22%20%5Ct%20%22_blank


“Predictably, an academic evaluation ‘The
Kra Canal and China’s Maritime Security’
from the December 2015 edition of the
prestigious journal Chinese Foreign Policy
is somewhat more circumspect. This
analysis likewise views the tantalizing
possibility of a ‘golden sea way’. The
author emphasizes the benefits for not
just China, but also Japan and South Korea.
According to this analysis, other major
beneficiaries will be Myanmar, Cambodia,
and Vietnam, not to mention the countries
of South Asia too.

Warren’s View: Could This Be China’s Panama Canal?
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But the greatest benefit, of course, would
accrue to Thailand itself, according to this
analysis, as the country could look forward to
‘realizing leap-ahead development’ … This
analysis is more balanced, because it
emphasizes both the challenges and risks of
the Kra project, as well as its potential
benefits … Moreover, it is assessed that this
project is quite different from either the Suez
or the Panama canal projects, wherein those
giant enterprises could be certain that
shipping demand would exist since the
alternate transits were so long and arduous.”

schillerinstitute.org/conf-iclc/2013/1102_la/tanapura.html

http://news.getprimonews.com
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So why is he pursuing it? One theory is that
the Chinese government is backing the
project for geopolitical reasons, and
particularly to challenge the United States.
Wang hasn’t disclosed the investors willing
to front the needed $50 billion.

So far, there’s no conclusive evidence that
is the case. Wang, one of China’s richest
men, once worked for a government
telecom company, but is not known for
especially close links to the Chinese
leadership. Beijing seems wary of a project
that could step on America’s toes, risk
advisory consultancy Statfor observes.
State-owned companies have also steered
clear of the project because Nicaragua does
not have formal diplomatic relations with
China. (Nicaragua is one of the few
remaining countries that still recognize
Taiwan.)

A Chinese billionaire is building one of the
world’s largest engineering projects, a canal
in Nicaragua that is three times the size of
world’s largest, the Panama Canal, and is
estimated to cost at least $50 billion. Of the
many Chinese infrastructure projects
spanning the globe, the new canal seems to
make the least commercial sense.

Few shipping industry observers forecast a
need for a second canal in the region, and
the canal is being built to accommodate
extra-large bulk cargo ships that aren’t
commonly used yet, and may never be
popular. As initial construction for the project
gets underway, violent protests are breaking
out among Nicaraguans who object to losing
their land or seeing Central America’s largest
freshwater lake, Lake Nicaragua, be dredged.

A Chinese-managed canal would give the
country a foothold in a region that has
traditionally been within the United States’
sphere of influence. The projected depth of
the canal, 28 meters, is more than twice the
Panama Canal, and deep enough to allow
Chinese submarines to secretly cross over to
the Atlantic Ocean from the Pacific, as the
international newspaper «Foreign Policy»

observed last month.

Moreover, the billionaire behind the project,
Wang Jing, is a telecom tycoon with more
experience in Chinese medicine than massive
infrastructure projects.

Sebastian’s Take: Why a $50 billion canal in Nicaragua?
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The most credible explanation is that it’s not
just the canal, to be finished in 2019, that
interests Wang. The canal will be at the
center of a network of ports, roads, and free
trade zones that the billionaire also plans on
building. Nicaragua, which Stratfor lists as
one of 16 countries that could replace China
as major low-cost manufacturers, makes
sense. With a base there, Wang and other
Chinese companies can take advantage of
cheaper production and access to Mexico,
the US, and South America .

Sebastian’s Take: Why a $50 billion canal in Nicaragua?
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(Un)Welcome Conduct and a rather hostile work environment

http://qz.com/430090/why-is-a-chinese-
tycoon-building-a-50-billion-canal-in-

nicaragua-that-no-one-wants/



Warren Reed. Following two years’ national
service in the Australian Army, Warren Reed
studied at the University of Tasmania,
graduating in political science and winning the
university’s prize in international relations.
Later, as an Australia-Japan Business Co-
operation Committee Scholar, he carried out
research on Japan’s relations with China and
the rest of Asia in the Law Faculty of Tokyo
University. He then worked for an Australian
resources comp any in Japan, before being
recruited into the Australian Secret
Intelligence Service (ASIS). After training with
MI6 in London, he served as an intelligence
officer for ten years in Asia and the Middle
East

Meet the Authors

Later, he worked as a consultant to
Australian firms operating in Asia,
published a number of books on the region
and also worked for three years as chief
operating officer of the Committee for
Economic Development of Australia. More
recently, he has been occupied in writing,
lecturing and commenting in the media on
intelligence and security matters, as well
as on the emergence of China and India as
global players
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Sebastian C. Steib worked from 1988 until
2014 for UBS AG and its predecessor bank
SBC. From 2013 until 2014, when he became a
partner with Trinkler & Partners LTD, he
managed portfolios for UBS's ultra high net
worth clients in Latin America.
From 1996 until 2013, he led a multi-asset
portfolio management team of UBS Global
Asset Management with assets under
management of approx. 50 bn CHF. He has
been FX Risk Management Adviser with SBC in
Singapore (1993 - 1996) where he has been
responsible for covering the central banks in
South East Asia, having undergone a rigorous
education with the Chicago-based options
trading boutique O'Connor & Partners LLP.

Meet the Authors

Education: Sebastian holds a M.Sc. (Econ)
with honours of the University of Basel
and passed the industry exams, such as
CEFA (Chartered European Financial
Analyst) and GARP-FRM (Financial Risk
Manager). He is fluent in German, English,
French, Spanish, Portugese and Italian and
has basic knowledge of Mandarin.
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Disclaimer
Copyright © 2016 by Trinkler & Partners Ltd. All rights reserved. Redistribution, reproduction and/or photocopying in
whole or in part are prohibited without written permission. This document does not constitute an offer of services in
jurisdictions where Warren Reed and Trinkler & Partners Ltd, do not have the necessary licenses. All information
provided is impersonal and not tailored to the needs of any person, entity or group of persons. Past performance of
an index is not a guarantee of future results. A decision to invest in any such investment fund or other investment
vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such product or other vehicle only after carefully considering the risks
associated with investing in such product, as detailed in a the term sheet or similar document that is prepared by or
on behalf of the issuer of the investment fund or other vehicle. It constitutes neither an offer nor a request by or on
behalf of Warren Reed and Trinkler & Partners Ltd. to purchase or sell securities. Inclusion of a security within the
„Meeting of the Minds“ is not a recommendation by Warren Reed and Trinkler & Partners Ltd. Indices to buy, sell, or
hold such security, nor is it considered to be investment advice. These materials have been prepared solely for
informational purposes based upon information generally available to the public and from sources believed to be
reliable. No content contained in these materials (including index data, ratings, research, valuations, model, software
or other application or output therefrom) or any part thereof (content) may be modified, reverse-engineered,
reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior
written permission. No warranty is given as to the accuracy or completeness of this information and no liability is
accepted for errors or omissions in such information.

Sebastian C. Steib

CIO and Partner 

Trinkler & Partners Ltd
Wealth Management
Dufourstrasse 107
8008 Zürich

T + 41 (0)44 390 2800
F + 41 (0)44 390 2804

www.trinklerpartners.com
scs@trinklerpartners.com
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