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ROME: I talian Prime Minister Matteo
Renzi’s mounting problems were com-
pounded on Friday when data showed a
long-awaited economic recovery is already
losing steam. Not much has been going
right for Renzi lately. His approval ratings
have plummeted, his governing party is
deeply divided, his parliamentary majority
is fragile and his economic reforms are
struggling to make an impact.

After assurances from Renzi and
Economy Minister Pier Carlo Padoan that
they expected positive surprises as the
recovery picked up pace after three years
of grinding recession, the latest data pro-
vided little comfort. Growth was just 0.2
percent between April and June, statistics
bureau ISTAT said, below analyst expecta-
tions and slowing from 0.3 percent in the
first quarter.

It is a familiar story for Italy, the euro
zone’s third largest economy. Overall it has
posted virtually no growth since it joined
the euro zone as a founder member 16

years ago, making it the most sluggish per-
former in the bloc, even worse than
Greece. The economy ministry said the
data left Italy on track to reach the govern-
ment’s 0.7 percent growth target for 2015.
But even this would again be less than half
the projected euro zone average.

It would also be a very poor return giv-
en a weak euro,  which should boost
Italian exports, low oil prices and rock-
bottom interest rates generated by the
European Central Bank’s bond-buying
programme. The same favorable condi-
tions are benefiting Spain, the euro zone’s
fourth largest economy and which, hav-
ing endured a tough economic reform
program, is forecast to grow by more than
3 percent this year.

Listless recovery
Italy’s comparatively listless recovery,

even if confirmed, would not be enough
to appreciably improve living standards
or bring down record high unemploy-

ment.  Giorgio Squinzi ,  president of
employers’ lobby Confindustria,  said
Friday’s data “unfortunately confirms that
there is no real recovery”.

“The situation for Italy remains precari-
ous and the recovery is far from estab-
lished,” added Raj Badiani, senior econo-
mist at IHS Global Insight. Things have
been going downhill for Renzi since his
Democratic Party (PD) won a record 41
percent at European elections in May last
year, three months after he became prime
minister by ousting his predecessor in an
internal party coup. 

Critics say his much touted reform
agenda has lost momentum amidst the
usual mudslinging of Italian politics -
something Renzi himself strongly denies.
He can point to a strong performance by
the Italian stock market, which has risen
22 percent this year amid growing foreign
investment.

“No one has ever done so many
reforms in such a short period in the his-

tory of Italy,” he said this month, echoing
claims made by his recent predecessors as
he promised 35 billion euros ($39 billion)
of tax cuts by 2018.

Ratings decline
But Renzi’s ambitious plans no longer

seem to convince so many Italians. His
approval ratings have dropped by around
35 percentage points over the last year,
according to recent polls, emboldening
opponents outside and inside his party. 

Meanwhile, evidence that his signature
reforms - concerning the education sys-
tem, labor market and banking system -
are having a significant impact is hard to
pin down. Changes that make firing easier
and give tax breaks to companies that
offer permanent contracts to staff have so
far failed to create the jobs that Renzi had
hoped for.

Data this month showed a jobless rate
of 12.7 percent in June, up from 12.3 per-
cent at the start of the year when the

reform kicked in. Unemployment among
job-seekers below the age of 25 hit an all-
time high of 44 percent. PD rebels say
Renzi has taken the party too far to the
right and aim to sink his plans to abolish
the Senate as an elected chamber when
parliament resumes in September.

He may no longer have a majority in
the Senate, where 176 of the 315 mem-
bers have said they favor maintaining a
system of direct election. 

This could trigger the collapse of the
government and an early return to the
polls. The PD remains Italy’s largest party,
although its lead over the anti-establish-
ment 5-Star Movement in second place
has shrunk sharply in recent months to
around 6 points. 

Renzi still  has the advantages of a
divided centre-right opposition and no
obvious rival in the PD. But the assump-
tion this time last year that he would
dominate Italian politics for years now
looks far less certain. — Reuters

Problems mount for Italy’s Renzi as economy stumbles

NUEVO CANAVERAL: In this July 18, 2015 photo, Edma Duran, 40, (left) walks home through thick mud with her daughter Miguelina and Jack
after salvaging damaged coca leaves on their farm that were affected by a government eradication program two days prior. — AP

NUEVO CANAVERAL: Edma Duran uses a machete
to salvage the leaves she can from the family’s coca
plot, which government workers have just
destroyed in an record-breaking US-backed eradi-
cation campaign that has affected roughly a half
million Peruvians. “This is what we live off,” says
Duran, who lives with her husband and six children
in a village of 110 people that lacks electricity,
phones and running water and is five hours from
the nearest doctor.

Duran is among thousands of Peruvians who
have lost their livelihoods to the government’s
campaign to destroy the plant used to make
cocaine. They say officials have offered only paltry
compensation, or none at all. A record 55,000
hectares (just over 210 square miles) of coca were
destroyed in 2013-14 - dropping the Andean
nation to No 2 behind Colombia in land area under
coca cultivation.

Peru nevertheless remains the world’s top
cocaine-producing nation, and its most dense coca
fields grow undisturbed far from Duran’s ravaged
plot of less than a hectare (2.5 acres). The two-year
effort has yielded a 30 percent decrease in the
amount of Peruvian land planted with coca, and
the government says it ’s on pace this year to
destroy another 35,000 hectares (135 square miles)
- an area the size of Philadelphia.

Drug trafficking 
“For the first time in the country’s history we

have broken the rise in coca leaf production (used)
for drug trafficking,” President Ollanta Humala said
last month after the United Nations announced the
latest numbers. According to Peru’s government,
42,000 families got financial support or help with
alternative crops last year after their coca fields
were destroyed. But many of the 95,000 families
affected by eradication get no assistance or, like
Duran, have rejected what was offered.

“They give you a machete and a few cacao

seeds and then they forget about you,” she com-
plained. Some growers are pushing back. A protest
by 5,000 people in the nearby central Amazon
town of Ciudad Constitucion turned violent last
month, with one farmer killed by a police bullet
and 23 other people injured. It was Peru’s first vio-
lent “cocalero” protest since 2012, when several
hundred growers attacked eradicators and police.

The growers say they want eradication halted
until the government offers them better alterna-
tives for making a living. Hipolito Rodriguez, a
protest leader, says authorities waste alternative
development funds on useless and frivolous proj-
ects - “internships, car rentals and officials’ juicy
salaries.”

Since Humala took office in 2011, his govern-
ment has spent $285 million on counterdrug
efforts - more than triple the amount under the
previous administration of Alan Garcia. Over that
same period, the United States put more than $60
million into eradication after previously footing the
entire bill, and it plowed more than $100 million
into crop alternatives, principally cacao, coffee and
palm oil.

Washington also supplies the 22 Huey helicop-
ters used to transport eradication teams and their
armed police escorts. Juan Manuel Torres, a drug
policy expert with the nonprofit Center for
Research into Drugs and Human Rights, advocates
a more integrated approach to coaxing coca farm-
ers to plant different crops - low-interest loans and
a phased eradication that would let farmers keep
some coca while introducing new crops.

Duran and her husband planted bananas after a
government crew uprooted their coca crop for the
first time in 2013. But when the fruit ripened, the
river connecting them with the nearest market
town was dry and they trekked for five hours with
100 bananas between them. Duran said the
bananas turned out to be worth just $1 at market.
The family went back to planting coca, which

brings them a little less than $1,000 at harvest
every four months. “Nobody buys anything but
coca,” she said. The US Hueys returned in July and
70 men with hoes, guarded by police armed with
assault rifles, destroyed the family’s coca plants in a
half hour. Duran’s is like thousands of families who
have migrated to coca-growing areas on the Andes’
eastern slope since the cocaine boom ignited in
Peru and neighboring Colombia and Bolivia in the
1970s.

Violent resistance 
Under Humala, eradication teams largely

cleared the plants from the Upper Huallaga Valley,
the cradle of the cocaine trade, but many cocaleros
moved elsewhere. Many settled in the Apurimac,
Ene and Mantaro river valley, where 68 percent of
Peru’s coca is grown and the government doesn’t
eradicate for fear of violent resistance. About 60
Shining Path guerrillas, remnants of the Maoist
insurgency that convulsed Peru in a 1980-2000
conflict, protect the drug trade there. Police say it’s
one of about 15 trafficking bands in the area.

Carlos Figueroa, an alternative development
expert with Peru’s counterdrug agency, says that
while Peru has spent more than $169 million in
programs to wean farmers off coca growing under
Humala, it takes time for assistance to get traction
in faraway villages like Nuevo Canaveral.

One reason is the insecurity caused by traffick-
ers. Police say that in the region where Duran lives
they’ve detected more than 300 cocaine  laborato-
ries in the past two years and about 20 clandestine
airstrips used by small planes to fly cocaine to
Bolivia. Counter-narcotics police Sgt. Miguel Ore
says the people who flee when police arrive with
eradication teams are almost always processing
coca leaves into paste. But plenty stay put. “They
are very poor people,” he said. “They drop to their
knees and beg us to leave them a little, because
that’s what they live off.” — AP 

Eradication spells misery 
for Peru’s coca farmers

Eradication campaign affects half a million Peruvians

BRASILIA/SAO PAULO: The Brazilian real is
trading at or near fair value after losing one
quarter of its worth since Jan 1, economists
said, suggesting a possible respite for one of
the year’s most battered currencies. Emerging
market currencies in general have been slid-
ing, and unexpected domestic and interna-
tional events could still cause the real to over-
shoot toward its all-time low of 4 reais per dol-
lar. But even Brazil’s political crisis, one of the
main drags on the currency this year, does not
look as bad as it did a couple of weeks ago.

Nine of 10 economists surveyed by Reuters
estimate that, considering Brazil’s economic
fundamentals, the real is now fairly priced at
between 3.20 per US dollar and the current
level of 3.50. So far this year, it is the fourth-
worst performer among the 152 currencies
tracked by Reuters, only outperforming those
of Kyrgyzstan, Ukraine, and Azerbaijan.

Economists acknowledge the real could
keep falling as a weaker China cuts back on
commodity imports from Brazil. But additional
losses are looking less likely following signs
that President Dilma Rousseff may be break-
ing a political logjam that has been blocking
reforms.

“Could the worst be over for Brazil?” Brown
Brothers Harriman emerging markets strate-
gist Ilan Solot wrote in a research note. “Only
time will tell.  But the idea that we are
approaching an inflection point is not as far-
fetched as it was just a month ago.” A more
stable currency comes at a crucial moment
since it would help the central bank rein in
inflation without a need for further rate hikes.
It could also reassure Brazilian consumers,
whose confidence has sunk to record lows.

Also shoring up the real is the central
bank’s decision to step up intervention in the
foreign exchange market, as well as Moody’s
Investors Service’s recent declaration that the
country’s investment-grade rating was safe for
the next couple of years. Luis Stuhlberger, one
of Brazil’s most influential investors and widely
respected for making huge profits betting

against the real, joined the chorus last week in
his Verde Asset Management’s monthly letter.
“There are still no relevant capital flights, flows
are reasonably balanced,” he wrote. “The cur-
rent exchange rate, considering carry costs,
looks fairly priced.” Verde is Brazil’s largest
hedge fund, with about 30 billion Reais ($9 bil-
lion) in assets.

Real threat
To be sure, a few banks, including Credit

Suisse and Societe Generale, are still forecast-
ing an all-time low of 4 reais per dollar in 2016.
Brazil’s political crisis remains severe, and hun-
dreds of thousands of Brazilians returned to
the streets on Sunday to call for Rousseff’s
ouster. “An impeachment (of Rousseff ) is on
the table,” said Schroders emerging markets
economist Craig Botham. “It’s not an idle
threat.” Botham, who oversees more than $470
billion in assets, agreed that an overshooting
to 4-reais-per dollar could not be ruled out
because of the uncertain political situation.
Still, there are tentative signs that the political
crisis might be subsiding. The number of
Brazilians marching on Sunday in Sao Paulo
and Brasilia was roughly in line with similar
protests in April but more modest than the
turnout in March.

Also, a Supreme Court ruling last week
granted Senate President Renan Calheiros, a
government ally, more powers to prevent
impeachment proceedings against Rousseff in
Congress. Some economists believe the real
could weaken slightly beyond its fair value
without overshooting to all-time lows.  Alberto
Ramos, head of Latin America research at
Goldman Sachs, said a range of 3.65 to 3.75
would be preferable to help local manufactur-
ers and to narrow Brazil’s current account gap.
“The real is now trading broadly in line with its
fundamental fair value,” Ramos wrote in a
note. “However ... a slightly weaker real would
support the struggling tradable sectors of the
economy and increase the efficiency of the
(macroeconomic) adjustment.” — Reuters 

Brazil’s currency nears fair 
value after massive decline

SAO PAULO: Demonstrators protest against Brazilian President Dilma Rousseff and
the ruling Workers Party (PT), at Paulista Avenue. — AFP 

TOKYO: Japan’s recovery stalled in the April-
June quarter, with the world’s third-largest
economy contracting at a 1.6 percent annual
pace thanks to feeble consumer and corpo-
rate demand and slowing exports. The dis-
mal data reported yesterday was expected,
based on earlier reported figures, but it raises
the likelihood the central bank may opt for
fresh stimulus measures in coming months.

It also comes at an awkward time for
Prime Minister Shinzo Abe, who has champi-
oned a strategy of heavy monetary stimulus
to help push prices higher and drive a “virtu-
ous cycle” of stronger consumer spending
and corporate investment. Abe has seen his
popularity ratings slip following damaging
legislative skirmishes over his proposals to
expand the role of Japan’s self-defense force
and could use some positive news on the
economic side. But heavy rains in the spring
and early summer are thought to have dis-
couraged shoppers.  Demand for autos has
also slumped following a tax hike for smaller
cars. As China’s economy has slowed, its
demand for exports has also lagged.
Economy minister Akira Amari, however,
acknowledged inadequate progress toward
getting companies to use their surging cor-
porate profits to raise wages and domestic
investment - a priority seen as vital to a sus-
tainable recovery.

“Improving private consumption is cru-
cial,” he said. Amari shot down speculation
that Japan was planning further stimulus to
spur growth. “We have no such intention,” he

said. The government did revise upward its
estimate for growth in the January-March
quarter, to 4.5 percent from 3.9 percent. The
contraction in April-June represented a 0.4
percent quarterly decrease.

Lower oil prices 
The Bank of Japan, whose lavish mone-

tary easing is pumping trillions of Yen (hun-
dreds of billions of dollars) of cash into the
economy through purchases of government
bonds and other assets, has persisted in fore-
casting a rebound later in the year.

Lower oil prices have hindered progress
toward achieving the official inflation target
of 2 percent, and the contraction will likely
raise questions over whether the Abenomics
approach is working, said Fung Siu, an ana-
lyst at the Economist Intelligence Unit. “The
data will prompt calls for more policy action
from the Bank of Japan,” Siu said in a note.
The data released yesterday show that pri-
vate consumption, the biggest driver of
growth, fell 

1.7 percent in annual terms despite an 8
percent increase in residential investment.
Corporate investment slipped 0.3 percent.
Exports fell 16.5 percent from a year earlier,
the worst quarterly performance in four
years, with net exports minus imports down
nearly 10 percent. The economy got a boost
from public investment, which rose almost
11 percent from a year earlier, as spending
was “front-loaded” at the beginning of the
fiscal year, which starts April 1. —AP

Japan’s economy stalls 
in April-June quarter

PARIS: Indian budget airline IndiGo finalized an
exceptionally large order for 250 single-aisle Airbus
A320neo jets yesterday to keep up with rapid
growth in the country’s air travel. IndiGo, India’s
largest domestic airline, had signed a preliminary
order last year and firmed it up yesterday, Airbus
said in a statement. The manufacturer based in
Toulouse, France, called it the biggest order by
number of jets that it had ever received. At list
prices, the jets would cost $26 billion, though cus-
tomers usually negotiate discounts. 

Several Asian low-cost carriers are building up
fleets amid growing demand, and both Airbus and
rival Boeing Co have been wooing Indian airline
companies. India is expected to become the third
largest aviation market globally by 2020, with the
number of airline passengers tripling to some 450
million trips per year, as an expanding middle class
trades up from slow train journeys to taking a
plane. IndiGo’s president, Aditya Ghosh, said the
order would allow his company to further develop

low-cost travel in India and abroad. The company
has already taken delivery of around 100 Airbus air-
craft that were part of an order for 180 aircraft
worth $15.6 billion signed in 2011.

Despite the projected growth, airlines in India
are generally unprofitable due to high fuel costs

and stiff competition. Except for IndiGo, most other
airlines, including state-owned Air India, have been
incurring huge losses and are in financial distress.
The A320neo is an upgraded, more fuel-efficient
version of Airbus’ popular A320 jets, usually used on
mid-range flights. — AP 

Indian airline makes huge 
order for 250 Airbus jets

NEW DELHI: An India’s budget airline IndiGo aircraft approaching for landing at the Indira
Gandhi International (IGI) airport. — AP  


