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WASHINGTON: The US manufacturing expansion held steady at
near a two-year low in April, but a jump in consumer sentiment
and stronger-than-expected vehicle sales suggested the econo-
my was pulling out of a first-quarter soft patch. Economic growth
almost stalled in the first quarter, slammed by bad weather, a
strong dollar, a now-resolved labor dispute at West Coast ports,
and lower oil prices, which have cut domestic energy production.

The Institute for Supply Management said its index of national
factory activity was at 51.5 in April, matching the March reading,
which had been the lowest since May 2013. A reading above 50
indicates expansion in the manufacturing sector. The employ-
ment index fell into contractionary territory for the first time since
May 2013, dropping to 48.3, the lowest reading since Sept 2009.
The tepid manufacturing survey was offset by a report from the
University of Michigan showing its overall index on consumer
sentiment rose to 95.9 this month from 93.0 in March.

A bullish dollar has hurt export growth and the profits of
multinational corporations, including Procter & Gamble Co.
Colgate-Palmolive and Johnson & Johnson cut their full-year prof-
it forecasts due to dollar strength. General Motors Co and Ford
Motor Co, however, reported stronger-than-expected US auto

sales in April on Friday as robust demand for trucks, and crossover
and sports utility vehicles kept the industry on track for its best
year in almost a decade.

The economy also faces the headwind of weak crude prices,
which have cut domestic energy production and caused oil-field
companies to slash spending on exploration and well drilling.
Separately, the Commerce Department said construction spend-
ing slipped 0.6 percent to an annual rate of $966.6 billion in
March, the lowest level since September. February’s outlays were
revised to show them unchanged instead of the previously
reported 0.1 percent dip. Economists polled by Reuters had
expected construction spending to rise 0.5 percent in March.

Construction spending was weighed down by a 1.6 percent
decline in private residential construction spending, the biggest
such decline since June. Outlays for single-family construction fell
1.8 percent and multi-family home building tumbled 2.1 percent.
Spending on private non-residential construction projects rose 1.0
percent in March. Public construction outlays were weak, with
spending on federal government projects tumbling 4.9 percent.
State and local government outlays, the largest portion of the pub-
lic sector segment, fell 1.2 percent to a one-year low. — Reuters 

US factory activity steady,

consumer sentiment rises
Construction spending hits six-month low

BALTIMORE: Richard Sung Kang’s American dream
came crashing down in a shower of broken glass. His
West Baltimore liquor store and bar, the Oxford Tavern,
was hit by looters during a riot over the police-involved
death of neighborhood resident Freddie Gray. The busi-
ness wasn’t torched like the nearby CVS pharmacy, but
its doors and windows were broken and cash and
inventory stolen, leaving shelves bare. Now the 49-
year-old South Korean immigrant must decide whether
to reopen. If so, it could mean taking on more debt and
paying higher insurance premiums. “I don’t know yet,”
said Kang, looking dejected and exhausted Wednesday
after rioters damaged scores of businesses in pockets of
the city.

About 200 small businesses were unable to open
the day after the violence, Maryland Gov Larry Hogan
said. The predominantly black neighborhood around
Kang’s store, which also includes CVS, took some of the
worst of it. The area has already been abandoned by
many businesses, with vacant storefronts on every

block of North Avenue and many boarded-up homes
on side streets. Korean-Americans were particularly
hard-hit: They run many small businesses in black
neighborhoods in Baltimore, and there have been ten-
sions between owners and residents.

In the 1990s, according to a 2004 study by the
Maryland Advisory Committee to the US Commission
on Civil Rights, there were complaints by residents over
the quality of food sold in local stores, while owners
expressed concerns about crimes targeting them and
their businesses. CVS Health Corp is already making
plans to rebuild the burned-out pharmacy, spokes-
woman Carolyn Castel wrote in an email. She said the
company doesn’t yet have a damage estimate to share,
but said “we have a long history of serving inner-city
communities and we remain committed to serving our
patients and customers in Baltimore”.

Rebuilding 
Rebuilding after riots is difficult and sometimes

impossible for small businesses because most don’t
have the cash reserves of larger companies. Kang does-
n’t even own a home. He said he got a bank loan to buy
the bar last year, after working nearly 10 years in
Maryland as a biochemical researcher. “Everybody says
America is a dream come true,” Kang said as locksmiths
worked on his doors. “The most important thing is, I
have to move on. But is it better to rebuild and start
again or give up and find some other place? I don’t
know.” He said he was insured but didn’t know if his
policy would cover his losses.  Although damage from
civil unrest is covered under standard business insur-
ance policies, many businesses don’t have adequate
coverage. Insurance claims usually result in higher pre-
miums, said Maryland Insurance Commissioner Al
Redmer, Jr. He said insured losses from the riots will
likely exceed $1 million. About a half-dozen of the hun-
dreds of insurers regulated by the commission have
declared temporary moratoriums on accepting new
business in affected areas, Redmer added. —AP

HARMONY, Pennsylvania: In this Feb 12, 2015 photo, a worker grinds parts used to build fans for industrial ventilation systems
at the Robinson Fans Inc plant. — AP 

Riot damage adds burden to small businesses

Shell, Total 

align units to 

drive growth
LONDON: Top oil firms Royal Dutch Shell and Total are bringing their
refining and trading operations closer together, seeking alternative
ways to drive profits as oil prices fall and independent trading houses
expand into their territory. The restructuring will enable the Anglo-
Dutch and French companies’ in-house traders to capture profits
faster from the fluctuating prices of the different crude oil sources
and products coming through their refineries. Snapping at their heels
are energy brokerages Vitol and Gunvor, which have bought refining
plants in Europe in the last two years in order to do the same. “As
traders grew assets in downstream, majors realised there was a lot of
money to be made on optimisation. So to a certain extent, trading
houses encouraged us to change,” said a high level source from one
of the oil firms, speaking on condition of anonymity because he was
not authorised to speak publicly on the matter.

Shell and Total have already started work on aligning their refin-
ing and trading operations and as a result both reported much better
than expected first quarter profits. Now both are stepping up the
restructuring. Shell plans to move dozens of traders from London,
Dubai and Singapore to Rotterdam, where it is beefing up a trading
hub just miles from its flagship Pernis refinery, Europe’s largest,
according to company and trading sources. It also plans to lay off
dozens more traders as part of the move to a cheaper cost-base. “We
are completing staff consultation and finalising the design of the pro-
posed change,” a Shell spokesman said.

Meanwhile Total is beefing up its Geneva trading hub so that a
bigger team of dealers can optimise profits from the volatility of
crude prices, company sources told Reuters. It is simultaneously
restructuring its refining businesses to expand its product line, by
converting its unprofitable La Mede plant in southern France to a
biodiesel plant and upgrading its Donges refinery on the Atlantic
coast to capture growing demand for low-sulphur marine gasoil fol-
lowing changes in EU rules. Total is being more tight lipped about the
reforms and only said this week that “downstream again generated
excellent results due to its ongoing restructuring efforts”. A refinery
closely linked to trading operations can modify its output to respond
to swift changes in global demand for products - such as a boost for
diesel or gasoline after unplanned outages or bad weather - and lock
in high profits. Refineries that process several kinds of crude oil can
leverage profits from the different prices of, say, Russian Urals or
Nigerian Bonny Light, by linking trading teams into their operations.

Fast Results
Shell’s chief financial officer Simon Henry said Shell made an extra

$1 billion last year thanks to its restructuring, and added that profits
would likely increase this year. The action took return on capital in
downstream at Shell to 13.4 percent last year, 5 percentage points
higher than for the overall group and up from below 10 percent sev-
eral years ago. “It is not often in this industry that the downstream has
had a higher return on capital than the upstream,” said Henry. Oil
companies’ refining operations have become increasingly unprof-
itable in recent years as the Middle East and Asia have built their own
refineries to meet their own demand. —Reuters


