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JOHANNESBURG: Miner and commodity
trader Glencore yesterday cut back its
spending plans for this year and said it
would take a $790 million charge on oil
assets in Chad after a fall in oil prices. The
London-listed company, due to report
half-year results next week, said its capital
expenditure ceiling for 2015 was expect-
ed to be $6 billion, down from a range of
$6.5-$6.8 billion announced in February.
Glencore’s action on spending follows
sharp falls across commodity prices this
year, partly on the back of a slowdown in
China, which is one of the world’s biggest
consumers of metals and other raw mate-
rials. 

The 19-commodity Thomson
Reuters/Core Commodity CRB Index , for
example, is currently at a 12-year low.
Other big mining groups have reined in
spending plans and begun cutting costs.
Rio Tinto  this month said it planned $1
billion in cost cuts this year and Anglo
American is to cut thousands of jobs in
the next few years and may sell assets.
Glencore bought Chad-focused oil com-
pany Caracal Energy for about 800 million
pounds ($1.25 billion) last year, a deal that
allowed the commodity group to move
upstream in the oil sector.

The company said it had made “signif-
icant amendments” to the Chad opera-
tion’s work program following a sharp
decline in oil prices, including changes to
the fields’ capital expenditure and pro-
duction profiles. Oil prices are down
because of a supply glut. The company
said it expected to take the $790 million
impairment charge on the value of the
operations in its interim accounts. “We
expect the company to unveil further
capex reductions in 2016-17 at the results
next Wednesday, underlining the com-
mitment to its credit rating and divi-
dends,” Barclays analysts said in a note.

In Glencore’s 2014 results in March,
the company said net debt fell by $5.3 bil-
lion to $30.5 billion. Glencore said its first-
half copper output using feed from its

own sources fell 3 percent to 730,900
tons and full-year output would be
between 1.5 million tons and 1.55 million
tons. Copper is the largest earner for the
company. Production of coal, another
major commodity for Glencore, fell 4 per-
cent decline to 68.7 million tons, mainly

due to reduction in Australian thermal
output.

Coal prices have also been weak and
as a result Glencore plans to shut part of
its Optimum Coal mine in South Africa. It
has also begun a “business rescue” for
the mine as it tries to renegotiate a sup-

ply contract with South African power
utility Eskom. Glencore says Eskom was
paying too little for its coal. “The directors
of Optimum are of the view that if the
supply agreement with Eskom can be
renegotiated, there is a reasonable
prospect of rescuing Optimum,” the

company said in a statement. Glencore
shares fell to record lows on Wednesday
and are down around 40 percent since
the beginning of the year, under pres-
sure from the rout in the commodity
prices. They were 0.5 percent up by 0927
GMT yesterday. — Reuters

Glencore cuts spending, take $790 million writedown on Chad assets
First-half copper output down 3%

LONDON: This year’s rebound in British wage growth
risks petering out, potentially wrong-footing the Bank
of England as it gets closer to raising interest rates, if
omens from labor market data prove correct. British
wages have risen far more slowly in recent years than
before the financial crisis, and a move back towards his-
torical rates of increase is one of the main things the
BoE is looking for before it starts to tighten policy.

Last week it forecast annual wage growth would
reach 3 percent by the end of this year. It predicted
even bigger rises in 2016 and 2017, as productivity picks
up and unemployment falls, forcing firms to compete
harder for workers who are increasingly willing to
switch jobs. This points to annual growth in basic pay of
around 4 percent, the rate that was common before the
financial crisis. Many economists broadly back the BoE’s
view. But a dig through some of Britain’s many business
surveys suggests the predictions for the coming year
may be too high.

Data on Wednesday showed the sharpest slow-
down in wage growth in more than a year-mostly due
to relatively modest bonuses-and there are signs this
could spread to basic pay as well. Responses to ques-
tions about wages in surveys from the British Chambers
of Commerce (BCC), the Recruitment and Employment
Confederation (REC), and a survey by the BoE’s own
regional offices all suggest wage growth could soften. “I
think there probably has been a pick-up in the underly-
ing rate of wage growth, but that occurred in the sec-
ond half of last year,” said Stephen Lewis, chief econo-
mist at ADM Investor Services. “There doesn’t seem to
be very much evidence that there’s been further
upward progress so far this year.”

Data at odds 
All three surveys have elements that give a reason-

ably good prediction of what Britain’s official wage data
will show in several months, and they all point to a fall

or leveling off in the rate of wage growth, which stands
at just under 3 percent. While the BoE expects total
wage growth to soften towards the end of this year
because of the effect of strong bonuses in late 2014, the
surveys point to an underlying flattening in the private
sector. Every three months the BCC asks companies
across the vast services sector what pay deals they are
reaching with staff. Late last year these hit their highest
level since the pre-crisis days of early 2008, but then

tailed off over the past six months. Analysis using
Thomson Reuters Datastream points to a strong correla-
tion between this measure and official wage growth in
nine months’ time. There is a similar strong link-this
time with a five-month lag-between official data and
the BoE’s own score of labor cost per services employee
in its monthly regional survey. This measure has
plateaued since it hit its highest since September 2008
last October. — Reuters

UK wage growth may level off, muddying rates picture for BoE 

LONDON: A woman holds an umbrella as she walks through torrential rain in London yesterday. — AP 

SYDNEY: Fast food may be falling out of favor
in many countries around the world but com-
panies are making healthy profits and boldly
innovating in the unlikely market of Australia.
Contrary to stereotypes of a beach-going
community of fitness fanatics, official data out
this week showed 40 percent of Australian
adults are dangerously obese and have a poor
diet that includes lashings of fast food. 

That makes Australia a hotbed for innova-
tion by companies including homegrown firm
Domino’s Pizza Enterprises Ltd, McDonald’s
Corp and Yum! Brands Inc’s KFC and Pizza Hut
as they struggle to win over health-conscious
diners in other countries. “We’ll continue to
push the boundaries of digital innovation this
year, creating barriers to entry for our com-
petitors,” Domino’s Chief Executive Don Meij
said this week after reporting a 40 percent
jump in annual profit globally.

Domino’s, which operates in six countries,
is adopting ideas from the new sharing econ-
omy to grow its slice of the A$14 billion
($10.33 billion) quick service restaurant trade
in Australia. In what it claims as a world-first,
Domino’s in May launched a driver-tracking

system inspired by Uber Technologies’ ride-
sharing app that lets customers follow their
pizzas’ journeys using smartphones, tablets
and TV screens. It aims to use that technology
to charge customers extra for guaranteed 15-
minute delivery, a premium service designed
to steal customers from drive-through out-
lets. Domino’s plans to roll out its driver track-
ing service to the Netherlands by Christmas
and to Japan, France and Belgium by the end
of next year. It also offers crowd-sourcing app
Pizza Mogul. Launched a year ago, it allows
customers to design their own pizzas, market
them on social media and pocket a cut of the
sales. US giant McDonald’s now has 750
stores around Australia with touchscreen
kiosks, another world first, allowing cus-
tomers to customize their burger. Don’t like
pickles? Leave them out.  Want a different
condiment? Choose from a selection. In
some outlets the “create your own taste”
burgers are presented on wooden boards
and the fries come in a basket. “We are going
to learn a lot of how that works and when
something works we can transport it from
market to market at pace,” McDonald’s Chief

Executive Steve Easterbrook told reporters in
the U.S. last month.

Fast food junkies
Australia is considered a perfect testing

ground for new ideas because the country of
about 23 million people has a mature fast
food market, educated consumers and its iso-
lation affords clear analysis of how well inno-
vations are performing. “Opportunity costs are
low, global competitors don’t closely track the
market, so you can camouflage what you’re
doing,” said Rohan Miller, a business expert at
Sydney University, who studies the fast-food
market for commercial groups. “If something
is missing, you can understand why and
change it before taking it to the main market.”

And there’s clearly demand for fast food. A
study by the government-backed
Commonwealth Scientific and Industrial
Research Organization (CSIRO) released this
week shocked much of the public with a find-
ing that on average Australians consumed
three times more junk food than the recom-
mended daily allowance. “What we’re finding
is people are having larger portions of junk

food, more often,” CSIRO research director
Manny Noakes said. “This type of food is no
longer just an indulgence, it’s becoming main-
stream and Australians are eating it each and
every day.”

Fattening profits
So far, consumers have gobbled up the

new products and technology. McDonald’s
Australian business bucked the US down-
ward trend to post 10 consecutive months
of positive sales in June after rolling out its
DIY burger menu service, home delivery and
cafe redesigns. The burger chain counts the
“create your taste” idea as its most signifi-
cant innovation since the introduction of
McCafe, which was also first launched in
Australia. It also quietly opened The Corner
cafe in Sydney late last year, a completely
rebranded outlet with white frontage, rustic
wooden seating, potted plants on the
counter and fashionable South American
grain quinoa on the menu. McDonald’s said
it currently had no plans to take the concept
overseas, but analysts are watching the
experiment closely.— Reuters

Australia’s taste for fast food puts innovation on menu
40% of Australian adults dangerously obese


