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WASHINGTON: US consumer confidence surged
in early June on expectations that a tightening
labor market would spur big wage raises, which
could further stimulate spending and overall eco-
nomic growth later this year. The upbeat con-
sumer sentiment survey on Friday capped off a
week of strong economic data and was the latest
indication that growth was regaining momentum
after a sluggish start to the second quarter. The
rise in sentiment came despite higher gasoline
prices, which contributed to producer prices
recording their biggest increase in more than 2-
1/2 years in May.

Strong consumer confidence, together with a
tightening labor market, bullish retail sales and
firming inflation pressures may provide the
Federal Reserve reassurance about the US eco-
nomic outlook amid expectations it will hike
interest rates this year. The US central bank’s poli-
cy-setting committee meets on Tuesday and
Wednesday. “While more progress needs to be
seen before the Fed feels sufficiently confident in
the sustainability of the recovery, they will cer-
tainly take comfort in the fact that things are
beginning to move in the right direction,” said

Millan Mulraine, deputy chief economist at TD
Securities in New York.

The Fed has kept its benchmark overnight
lending rate near zero since December 2008 and
is not expected to raise rates before September.
The University of Michigan’s consumer sentiment
index rose to 94.6 in early June from 90.7 in May.
Consumers were the most favorable about their
personal financial prospects since 2007, with
households expecting the largest wage gains
since 2008. Consumers also expected inflation to
remain low over the foreseeable future. “We
could get more good news on the spending front
in the coming months,” said Bricklin Dwyer, an
economist at BNP Paribas in New York.

The economy contracted in the first quarter,
weighed down by a host of factors, including
bad weather, port disruptions and a strong dol-
lar. Growth estimates for the second quarter
were raised this week to as high as a 3.2 percent
annual rate. US financial markets were little
moved by Friday’s data as traders focused on
the latest twists in Greece’s debt crisis.  US
Treasury debt prices were higher, while the dol-
lar slipped against a basket of currencies. US

stocks indexes also fell.

Inflation Stabilizing
In a separate report, the Labor Department

said its producer price index for final demand
increased 0.5 percent last month, the largest gain
since September 2012. It followed a 0.4 percent
decline in April. The data suggested an oil-driven
downward drift in prices was nearing an end. The
stabilization in inflation, together with tightening
labor market could see inflation rise back toward
the Fed’s 2 percent target. “Inflation pressures
have a heartbeat and should rise further over the
next year as the economy is at or very near full
employment levels,” said Chris Rupkey, chief
financial economist at MUFG Union Bank in New
York.

In the year to May, the PPI fell 1.1 percent,
marking the fourth straight 12-month decrease.
Prices dropped 1.3 percent in the 12 months
through April, the biggest fall since 2010. A sharp
decline in crude oil prices since last year and the
strong dollar have weighed on producer prices.
Last month, gasoline prices surged 17 percent, the
largest increase since August 2009. — Reuters 

Fuel rebound, egg shortage 
push up US wholesale prices

Consumer sentiment rises strongly 

ATLANTA: In this June 6, 2015 photo, Ailyn Lopez, 13, catches a watermelon from her mother Maria Cantellano as they load up a
customer’s pickup truck at their stand at the Atlanta Farmers Market. — AP 

UK growth 
set for boost 
LONDON: Britain’s economic growth rate last year
and in early 2015 looks to have been stronger than
previously estimated after the country’s statistics
office revised the way it measured the construction
sector. The pace of growth in gross domestic prod-
uct in 2014 could rise to 3.1 percent -the highest
since 2003 - from a previous reading of 2.8 percent
due to the changes in the construction data, the
Office for National Statistics said yesterday. In the
first three months of 2015, quarterly GDP growth
would be 0.4 percent, up from a previous estimate
of 0.3 percent, assuming no further changes to data
covering other areas of the economy such as the far
bigger services sector.

A new reading of GDP is due on June 30.
Construction makes up 6.4 percent of Britain’s
economy. The ONS changed the way it calculates
price changes and its method for seasonal adjust-
ments in the construction data. It also said the
increase in GDP last year might be affected by
changes to estimates of expenditure and income.
Economists said Britain’s economic recovery was
now cast in a stronger light. Howard Archer, chief
UK economist at IHS Global Insight, said the num-
bers made Britain’s productivity growth in 2014
look better although it was still too weak. Samuel
Tombs at Capital Economics said the official meas-
ure of growth now looked more in line with private-
sector surveys. 

Separately yesterday, a Bank of England policy-
maker said the time for an increase in interest rates
was getting closer, given the recovery in the econo-
my. The ONS said construction output in the first
quarter was revised to show a fall of 0.2 percent, a
milder decline than a fall of 1.1 percent previously
reported. In April, construction output fell by 0.8
percent from March when it had risen by 1.4 per-
cent. Economists said April’s data was probably
affected by uncertainty about the outcome of
May’s national elections.

An industry survey published last week
showed confidence among construction firms hit
a nine-year high in May after Prime Minister
David Cameron’s Conservative Party won the
elections with an unexpected parliamentary
majority. The country’s economy slowed sharply
in the first three months of this year and the
weakness in the construction sector was one of
the drags on the growth rate. The Bank of
England has cited a weaker outlook for house-
building as a reason for its lower overall growth
forecasts for Britain’s economy. Yesterday’s data
showed house-building in April rose by 5.4 per-
cent from March after falling by a revised 2.0 per-
cent in the first quarter, the biggest quarterly
drop in nearly three years. — Reuters 

NEW YORK: Investors are betting that the healthcare sec-
tor’s strong run will not be held back for long even if the US
Supreme Court rules against the Affordable Care Act. The
court will meet next on Monday, though may not issue a rul-
ing on King v. Burwell, a challenge to President Barack
Obama’s signature healthcare reform legislation, until later
this month. At issue are the tax credits that help about 6.4
million low- and moderate-income Americans buy insur-
ance. If the Court rules against the credits, millions of
Americans may find they cannot afford their insurance. This
could affect the health insurers as well as hospitals and oth-
er providers that benefited from Obamacare’s expansion of
the number of people with healthcare coverage.

The court’s vote is expected to be close, but so far
investors seem bullish. “Option activity over the last few
weeks in hospital stocks suggests that the options market is
betting on a post-Supreme Court decision rally,” said Anshul
Agarwal, equity derivative strategist at Bay Crest Partners in

New York. Even if the subsidies aren’t upheld, some expect
that political pressure will motivate lawmakers to quickly
come up with an alternative for people affected and hope
the court would stay enforcement of a ruling until a solution
is in place.

A negative ruling for Obamacare could result in an
immediate selloff of healthcare stocks, but it will be short
lived, said Sven Borhos, founding general partner at
OrbiMed Advisors in New York, which invests in healthcare
stocks including HCA Holdings Inc. “People will want to buy
the dip,” he said. Companies in the spotlight include hospi-
tal operators such as HCA, Tenet Healthcare, Community
Health Systems Inc and LifePoint Health Inc, and insurers
including UnitedHealth Group Inc, Humana Inc, Anthem,
Aetna Inc, Molina Healthcare Inc and WellCare Health Plans
Inc.

As the ruling nears, investors have been pushing up
those stocks. HCA has risen more than 18 percent while

Tenet is up 11.8 percent and Community has gained 10.4
percent since the close of trading on March 3, the day before
the court heard arguments on the case. Many health insur-
ance companies have also moved higher in the same time-
frame with Aetna up 18.1 percent, Anthem rising 12.3 per-
cent, and Molina up 11.4 percent.

The S&P health care index is up 9.6 percent so far this
year, making it the top performing S&P 500 sector. The
iShares US Healthcare Providers exchange-traded fund has
also done well, with much of the upside action coming since
March 3. The fund is up 8.9 percent since then and 16.8 per-
cent year to date. It has also seen inflows of $204.35 million
in 2015, according to data from ETF.com, with $144.61 mil-
lion of that coming since March 3.

Regardless of how the ruling goes, some of these stocks
could move significantly right after the news. Options activi-
ty has surged for some of these names as traders position
themselves for greater volatility. — Reuters 

Healthcare investors see no threat from court
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