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TOKYO:  Japan’s factory output expanded again
in October, data showed yesterday, boosted by
production of memory chips and electronic
devices, in a rare bright spot for the recession-hit
economy. Economists were generally upbeat on
the 1.4 percent expansion in activity  the second
consecutive monthly rise-and said it signalled
Japan’s second recession in as many years would
likely be short lived. “The second straight rise in
industrial production indicates that the econo-
my returned to growth this quarter,” research
house Capital Economics said in a commentary.

Retail sales data were also stronger than
expected, offering a glimmer of hope after Tokyo
on Friday published a string of mostly weak
data-the first major figures since news that the
world’s number three economy had slipped
back into recession.

A key inflation gauge showed prices fell in
October from a year ago, while spending by
households also dropped in a double blow for
Prime Minister Shinzo Abe’s high-profile growth
blitz, dubbed Abenomics.

The weak figures came despite signs of a
tight labour market, with the headline unem-
ployment rate at a two-decade low of 3.1 per-
cent. However, the relatively upbeat factory out-
put data published missed market expectations
for a 1.8 percent rise and Japan’s industry min-
istry was cautious about the pickup.

A survey released with the figures cautioned
that output would likely rise just 0.2 percent in
November and then contract 0.9 percent in
December. Factory output is making “one step
forward and one step back”, the ministry said.
The pickup was largely driven by demand for
semiconductor chips and other electronic
devices that Japan ships abroad, analysts said,
while manufacturers work down their inventory
levels.

Demand for Japanese-made IT and electronic

parts tends to pick up in the second half of the
year, said SMBC Nikko economist Junichi
Makino.

“Industrial production as a whole is gradually
bottoming out,” Makino said. Earlier this month,
official figures showed that Japan’s gross domes-
tic product (GDP) shrank 0.2 percent in the July-
September period, or an annualized contraction
of 0.8 percent, marking the second straight
quarterly decline. Tokyo is compiling an extra
budget to counter the downturn while the Bank

of Japan is expected to unleash further mone-
tary easing over the coming months.

The economy dipped into a brief recession
last year after consumers tightened their belts
following an increase in Japan’s consumption
tax, which dealt a blow to signs that Abe’s bid to
spur the once-stellar economy was working.
That downturn spurred the BoJ to sharply
increase its already massive bond-buying pro-
gram-a cornerstone of Abenomics-effectively
printing money to boost lending. —AFP

Chips, electronic devices 
boost Japan factory output 
Rare bright spot for the recession-hit economy

DRESDEN: Haruhiko Kuroda, Governor of the Bank of Japan (left) talks to Mario
Draghi, President of the European Central Bank (right) after a group photo session
during the G7 Finance Ministers meeting at the Dresden Castle in Dresden. —AP

KUALA LUMPUR: A vendor selling pets takes down a caged dove ahead of
impending rain in Kuala Lumpur yesterday. —AFP

MOSCOW: Adverse oil prices and plans to save
a mammoth state bank threaten Russia with an
inflated budget deficit next year and leave little
fiscal flexibility before the 2018 presidential
election, Finance Minister Anton Siluanov said.
With oil windfall revenues drying up rapidly,
sanctions making borrowing on Western mar-
kets impossible. Meanwhile, foreign investment
is shrinking, leaving Russia in line for a tough
end of the decade, Siluanov told Reuters in an
interview. “Russia is faced with a difficult choice
in the medium term: either to drastically cut
social spending, spending on education and
healthcare, and at the same time leave tax rates
unchanged, or follow a path of greater spend-
ing but raise some taxes,” he said.

“This is a difficult public dilemma - and an
answer to these questions should be in the
program of the next Russian president.”
President Vladimir Putin, the country’s para-
mount leader since 2000, has not yet declared
whether he will seek another term, but his pop-
ularity is at an all-time high after annexing
Crimea and engaging in Syria. It is widely
expected he will remain Russia’s leader until at
least 2024.

The 2016 budget, due for its second reading
in parliament this week, envisages a deficit of 3
percent of gross domestic product. However,
oil prices are likely to come in at the lower end
of the $40-$50-per-barrel range assumed for
next year, and possibly lower, making a huge
dent in state revenues, Siluanov said.

“(Oil below $40) is possible,” Siluanov said. A
slowdown in global economic growth, ouster
of Russian producers from oil markets, and
Iran’s readiness to supply the world with crude,

do not bode well for prices, he said. Urals,
Russia’s chief crude blend, traded at $42.01 per
barrel on Monday.

“You cannot live by the Russian faith in
serendipity that suddenly everything will
change, that oil prices will rise to the level from
two years ago,” Siluanov said.

“They will not. And on the off-chance the
situation improves to a certain extent, you still
need to solve structural problems, get rid of
imbalances.”

NO MONEY, NO OPTIONS
At current oil prices, budget revenues will

fall short by some 1.2 trillion roubles  ($18.29
billion) to 1.5 trillion rubles next year compared
with what’s assumed in the budget, he said.

Plans to save state development bank
Vnesheconombank, or VEB, which is facing a
gaping hole in its balance sheet, may cost the
state some $20 billion over the next few years,
Siluanov had told Reuters previously.

At the same time, federal spending is set to
increase by more than 600 billion roubles next
year to 16.1 trillion rubles.

“Next year poses huge risks,” Siluanov said.
The deficit, now planned at 2.4 trillion

rubles, will be almost entirely financed from
one of Russia’s sovereign wealth funds, the
Reserve Fund, which now stands at $65.7 bil-
lion rubles. If the budget deficit widens, the
stash may dry up. The ministry is left with few
options: try to improve tax collection, push
for privatization of the country’s many state
companies, including selling a stake in the oil
major Rosneft , or try to tap foreign debt
markets. —Reuters

Russia risks higher 
budget deficit: FM

LONDON: Gold edged lower yesterday, head-
ing towards its lowest level in nearly six years
as the dollar hit a multi-month high and on
track for its steepest monthly slide in 2-1/2
years on prospects of a US interest rate hike
this year. Spot gold slipped 0.1 percent to
$1,056.01 an ounce by 1053 GMT, not far off
from of Friday’s $1,052.46, the lowest since
February 2010. A stronger dollar, up to a fresh
eight-month high against a basket of major
currencies, weighed on gold and made it
more expensive for foreign holders.

Bullion has lost 7.5 percent of its value in

November, its biggest monthly dip since June
2013, as investors remained focused on a
possibly imminent rate hike in the United
States.

Gold, a non-interest-paying asset, could
take a hit from higher rates as the dollar gains
and the oppor tunity cost  of  holding it
increases. The US Federal Reserve holds its
next policy meeting on Dec. 15-16.

A US payrolls report on Friday will be even
more closely watched than usual. A strong
number after a surge in job growth in October
could cement expectations that the Fed will

deliver its first hike in almost a decade.
“A number close to the 200,000 mark will

be sufficient to confirm in Fed’s mind that the
time is right to act,”  ICBC Standard Bank ana-
lyst Tom Kendall said.

The European Central Bank policy meeting
on Thursday will also be eyed for impact on
the currency markets.  The ECB is widely
expected to ease policy. “I thought there was
a possibility that the euro had already antici-
pated everything that was going to be deliv-
ered by Draghi this week but it seems not,”
ICBC StanBank’s Kendall said. —Reuters

Gold down on dollar, eyes big monthly fall

Pakistan aims to raise 
$379m in new taxes 

to meet IMF targets
ISLAMABAD: Pakistan must raise an extra $379 million
through new tax measures, the finance minister said yes-
terday, as the government seeks to qualify for its latest IMF
loan tranche. Earlier this month, the IMF approved the
release in December of a $502 million tranche of Pakistan’s
three-year $6.68 billion program, even though the govern-
ment missed targets for tax revenue generation, net
domestic assets and the budget deficit. The government
will levy an additional 5 to 10 percentage points of tax on
350 items and raise customs duty by 1 percentage point,
Finance Minister Ishaq Dar said in the capital Islamabad.

The full list of items was not immediately available. The
increased levies would target “non-essential luxury items”
only, and exemptions on the customs duty have been
offered for 25 key industrial sectors, Dar said yesterday.

“We have kept in mind not to increase duties that would
make items more expensive for the common man,” he said.
Separate increased taxes were also announced on import-
ed automobiles - both new and used - and domestically-
produced cigarettes. In its last review, the International
Monetary Fund had warned that the release of December’s
approved $502 million tranche depended on the
announcement of new measures to generate an extra 40
billion Pakistan rupees ($380 million) in revenue.

“This was a deadline in a sense, and if the government
didn’t do it the next tranche of the program would at least
be delayed, if not suspended,” Khurram Husain, an eco-
nomic analyst and journalist, told Reuters. It was unclear if
the new measures would meet the target: Dar had earlier
told a parliamentary standing committee that the
increased duties were meant to restrict Pakistan’s import
bill, not increase revenue.

LONDON: Britain will slowly phase out a scheme to support
small business lending over the next two years rather than halt it
at the start of next year, the Bank of England and the finance min-
istry said yesterday. The news comes a day before the BoE releas-
es a major report, which some analysts expect to usher in tighter
rules for other type of lending while the central bank waits for the
economy as a whole to be ready for higher interest rates.

The central bank said the Funding for Lending Scheme (FLS),
which started in 2012 with a focus on mortgage lending, would
be extended for another two years as credit conditions for small
businesses had not improved enough. But lenders’ access to
cheap finance for new lending to small businesses will be steadily
restricted from January, in order to remove wholly support for
new finance by January 2018.

“The Funding for Lending Scheme will be gradually wound
down as the recovery strengthens, delivering a managed exit
from the scheme,” finance minister George Osborne said.

Support for mortgage lending was withdrawn in early 2014.
British banks are lending to consumers at the fastest rate since
before the crisis, and large firms have easy access to funds
through capital markets, but bank lending to small businesses
remains limited.

BoE figures released earlier on Monday showed that in the
year to October, small business lending grew by just 0.7 percent
compared with 2.4 percent growth in mortgage lending and an
8.2 percent increase in unsecured consumer credit. “Conditions
still remain relatively tight. So it is important that the support
provided by the FLS is withdrawn gradually,” BoE Governor Mark
Carney said in a letter to Osborne.

The BoE said its Monetary Policy Committee judged the deci-
sion would not affect the timing of a future interest rate rise, and
that its Financial Policy Committee-which will issue the half-
yearly report on Tuesday-welcomed the move. Banks taking part
in the FLS lent a net 1.1 billion pounds ($1.7 billion) to small and
medium-sized businesses in the first six months of 2015, in con-
trast to a net reduction in lending of nearly 2 billion pounds last
year. —Reuters

BoE extends credit support 
for small businesses

SHANGHAI: The clothes of a worker hang to dry between trees in the suburbs of Shanghai yesterday.
Growth in China’s industrial production, a measure of output at factories, workshops and mines, fell to
a six-month low in October, official data showed. —AFP


