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SEOUL: For a South Korean tour agency, the outbreak
of Middle East respiratory syndrome feels like a bigger
threat to business than a North Korean attack or
nuclear reactor meltdown. Kim Chun Choo’s compa-
ny, which has provided tour services for the last quar-
ter century, is going through its worst year ever.
Following the outbreak last month, most tourists from
China, Hong Kong and Taiwan, who account for about
half of Kim Travel’s clients, cancelled tours to Seoul.
Almost all international conferences, which were set
to bring in participants who would use his company’s
tour services, were cancelled or postponed.

“Even after the Yeonpyeong Island shelling and
Japan’s Fukushima crisis, it wasn’t this bad,” said Kim,
referring to the North Korea’s shelling of a South
Korean island in 2010 and Japan’s nuclear accident in
2011. Kim said revenue in June is expected to plunge
to less than 30 percent of what it was a year earlier.
The massive cancellations are dealing a blow to busi-
ness for July and August as well, which are usually
high-demand months. “It’s a step backward for South
Korea which has built a good image,” he said. “I just
hope that the outbreak ends quickly so that business
in the fall wouldn’t be hurt.”

Efforts to foster stronger growth in Asia’s fourth-

largest economy have been set back by the MERS
outbreak, which is denting tourism and spending
by locals. Eleven people have died and more than
120 people in South Korea have been diagnosed
with the disease since the country reported its first
case on May 20.

The outbreak, the largest outside Saudi Arabia, has
been contained to hospitals but it has caused wide-
spread fear. Nearly 3,000 schools and kindergartens
remained closed on Friday despite calls from the
World Health Organization for them to reopen. Lee Ju-
yeol, Bank of Korea governor, said spending by South
Koreans has been shrinking since last week. The cen-
tral bank on Thursday slashed its key interest rate for
the second time this year by a quarter of a percentage
point to a record low.

Since the first reported case and especially during
the first few weeks when the government withheld
the names of the hospitals with MERS patients, South
Koreans have avoided crowded spaces such as public
transport, movie theaters and shopping malls. New
movies have pushed back their release dates. IKEA
Korea postponed a sale that was set to start on
Thursday, citing the local government’s recommenda-
tions. A resident of a southwestern village which is

quarantined after a patient was released before get-
ting a positive test result told a South Korean televi-
sion network that some people cancelled their online
food orders out of panic.

South Korea’s government is providing emergency
loans to small and medium-sized companies that are
the hardest hit by the MERS outbreak. The loans will
be distributed next week to small hospitals that had
contact with MERS patients, hotels and concert organ-
izers. Markets have also reacted to the outbreak.
Cosmetics companies and airlines that count Chinese
consumers as their key customers have suffered share
price slumps in the past month. Shares of Korean Air
Lines are down 14 percent since May 20 while Asiana
Airlines lost nearly 20 percent of its market value dur-
ing the same period. Shares of Amorepacific, South
Korea’s largest cosmetics maker, are down nearly 10
percent.

For Kim, the head of Kim’s Travel, it is time for his
staff to recharge and prepare for the future. “We
decided that this is time to do preparation for the next
busy season, from September to November,” he said.
“We are doing the things that we were too busy to do,
like developing new tour products and having
employees get some time off.” — AP 

South Korean economy hit by MERS

NEW DELHI: India’s industrial production out-
put grew more than expected in April, reaching
a two-month high, and retail inflation edged up
in May, easing concern over an economy facing
the worst drought since 2009. Output at facto-
ries, mines and utilities grew at an annual rate of
4.1 percent in April, the fastest pace since
February. That was higher than March’s 2.5 per-
cent growth and the 1.6 percent economists
forecast in a Reuters poll. Consumer inflation in
May rose to 5.01 percent from 4.87 percent in
the previous month on higher energy costs.
Economists polled by Reuters had expected
retail prices to rise 5 percent year-on-year.

The output data comes days after GDP data
showed India outpaced China by growing 7.5
percent in the March quarter. It supports the
government’s view that the world’s fastest-
growing major economy is gathering steam.
“We consider the economy is recovering,”
Finance Minister Arun Jaitley said hours before
the release of yesterday’s data. “We are on a
roadmap for a much higher growth.” The
World Bank predicted on Thursday that India
would be the fastest-growing major economy
this year, expanding at a rate of 7.5 percent, up
from the previous forecast of 6.4 percent.

The jump in output growth was primarily
led by a pick-up in capital goods production
and a rebound in consumer goods output.
Consumer goods, a proxy for consumer
demand, grew an annual rate of 3.1 percent in
April compared with a 0.4 decline a month ago.
Capital goods production, a gauge of invest-
ment activity, jumped 11.1 percent year-on-
year, faster than a 8.6 percent growth in March.
“What we see is over the last three months, the
seasonally adjusted growth in industrial pro-
duction indicates a significant pick-up in eco-
nomic activity,” said R Sivakumar, head of fixed
income at Axis asset management. “That is
consistent with other indicators which show
that there is a some pick-up in growth.”

But policymakers are worried about the
prospect of a second straight year of drought
for the first time in nearly three decades after

the country’s weather office forecast below-
average rains this summer. Monsoon rains in
June-September are vital for half of India’s
farmland that lacks irrigation. Some econo-
mists say a dry spell could reduce headline
growth to as low as 7 percent in the fiscal year
2015/16 from 7.3 percent last year. That would
fall short of the government’s 8.1-8.5 percent
estimate.

New Delhi hopes higher public spending on
roads, railways and ports this year will shield
the economy from the impact of sub-par rains.
But less rain could push up food prices, strain-
ing household budgets and crimping non-food
spending. It would also make it tougher for the
Reserve Bank of India to cut lending rates fur-
ther to juice up growth. New Delhi says it has
enough grain stockpiled to contain any food
price shock. As a pre-emptive measure, it has
extended duty concessions on lentil imports
and is ready to provide high-yielding seeds for
replanting of crops. “On inflation side, likely
insufficient monsoon remains an issue,” said

Sujan Hajra, chief economist at Anand Rathi.
“We don’t expect any (interest) rate cuts for the
current year at least.” 

Analysts said the inflation rise would reduce
the chance of a fourth interest-rate cut this
year, until at least the end of monsoon rains
around September. Reserve Bank of India gov-
ernor Raghuram Rajan cut the central bank’s
key borrowing rate by 25 basis points last
week, resisting calls for a bigger snip until the
monsoon had passed. India’s inflation rate is
expected to rise during the three-month sum-
mer monsoon, which is just starting, if rains are
weak as predicted. “If the RBI moves on rates
again, it will be in October,” Ashutosh Datar, an
economist with IIFL Institutional Equities, told
AFP yesterday.

Prime Minister Narendra Modi swept to
power little over a year ago, pledging to stim-
ulate the economy and boost foreign direct
investment. In May, India posted growth of
7.5 percent for the first three months of the
year, overtaking China.— Agencies 

India’s inflation rises as 
factory output quickens

Data brings cheer amid monsoon worries

MUMBAI: An Indian shopkeeper washes mud from ginger as he sets up his roadside
vegetable stall yesterday. — AFP 

HARARE: Zimbabwe’s central bank says ban-
knotes from its old currency, which collapsed
and was discarded years ago because of run-
away inflation, can be exchanged for
American dollars. But 100 trillion Zimbabwean
dollars will fetch only 40 US cents. That’s a
fraction of what collectors have been paying
for the notes with numerous zeroes for years.
Zimbabwe in 2009 abandoned its currency for
a system dominated by the US dollar and the
South African rand after inflation hit 230 mil-
lion percent. Back then, even street hawkers
refused to accept a $100 trillion dollar note
that was issued.

Starting Monday, stacks of Zimbabwean
bills that might still be kept by Zimbabweans
can be exchanged for US dollars. The offer is
part of what the central bank says is an over-
due plan to phase out the currency entirely.
Some people in Harare, Zimbabwe’s capital,
said they disposed of their Zimbabwean dol-
lars long ago. “I used it as garden manure,”
said Isaac Mutezowepasi, a street vendor.
“Why would I have kept that dirt?”

Others said they still have heaps of old dol-
lar notes at home, but won’t respond to the
government offer. “I am keeping them for my
grandchildren to see. Plus I know I will get
more for them in future because these
Zimdollars are going to be in demand,” said
Tendai Nyaundi, a graphic designer. On e-Bay
on Friday, five banknotes of 100 tril l ion
Zimbabwean dollars were being sold for $159.
Another e-Bay post put five banknotes of
$100 trillion at $173.99.

There have been calls to re-introduce the
Zimbabwean dollar by some members of
President Robert Mugabe’s ruling ZANU-PF
party. They argued that the use of foreign cur-
rencies is responsible for the country’s current
liquidity problems. Finance Minister Patrick
Chinamasa has repeatedly said the US dollar
“is here to stay”.  — AP 
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