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Egypt to search for crude in 
Iraq in first foreign venture 

CAIRO: Egypt will search for oil outside its own bor-
ders for the first time after signing an agreement with
Kuwait Energy for part of a concession in Iraq, its oil
minister said yesterday. Kuwait Energy will give up 10
percent of a concession in Basra, southern Iraq, for
exploration by Egypt’s state oil company, Tarek Al-
Mullah said in a statement. “The agreement opens up
the space for the oil sector to find sources of oil out-
side Egypt for the first time, following the example of
many other countries,” Mullah said. Financial support
from Gulf states such as Kuwait has helped Cairo keep
its economy afloat and ease an energy crisis after the
military ousted former President Mohamed Morsi of
the Muslim Brotherhood in 2013 following mass
protests against his rule. Morsi’s government was
blamed for energy shortages shortly before his ouster.
Egypt has gone from exporting energy to being a net
energy importer as domestic production has failed to
keep pace with rising demand. 

UK house price growth 
picks up in September

LONDON: British house price growth accelerated in
September and there were signs the market in London
is heating up again, mortgage lender Nationwide said
yesterday, adding to evidence the housing market has
regained momentum. House prices rose 0.5 percent
month-on-month in September, slightly more than
expected in a Reuters poll and up from 0.4 percent in
August. An annual basis, they rose 3.8 percent, from
3.2 percent last month. The figures are the latest to
show Britain’s housing market is picking up after a dip
last year. Official data this week showed British mort-
gage lending increased last month by the greatest
amount since 2008. Nationwide said house price
growth in London accelerated sharply in the third
quarter, hitting 10.6 percent compared with 7.2 per-
cent in the second. “The data in recent months pro-
vides some encouragement that the pace of house
price increases may be stabilizing close to the pace of
earnings growth,” Nationwide Chief Economist Robert
Gardner said. 

Saudi Arabia stabilizes, 
Egypt bourse edges up 

DUBAI: Saudi Arabia’s stock market stabilized yesterday,
supported by firmer petrochemical shares after oil prices
stopped falling, while Egypt’s bourse edged up in response
to an improved global market environment. The Saudi
stock index was up 0.2 percent in modest turnover after 45
minutes of trade with Saudi Basic Industries adding 0.3
percent. It and other petrochemical stocks had sagged on
Tuesday because of weak oil prices, but yesterday, oil was
slightly above where it was on Tuesday afternoon in the
Gulf, with Brent crude just above $48 a barrel. However,
miner Ma’aden remained soft after this week’s global sell-
off in commodity-related shares; it dropped a further 1.0
percent. Egypt’s index climbed 0.5 percent after Asian and
European bourses rose. Among active stocks, investment
firm Qalaa Holdings added 3.2 percent after a local news-
paper reported it was expected to finalize the sale of its
stake in Misr Glass Manufacturing within a few weeks, part
of a series of asset disposals. Qalaa had earlier said the sale
was expected to close in the second quarter of this year. 

France to cut corporate, 
income taxes in budget

PARIS: The French government will cut taxes for a total of
11 billion euros ($12.3 billion) next year, according to
budget plans that aim to loosen up an economy burdened
with high unemployment and weak growth. The budget
detailed yesterday in a Cabinet meeting is the first under
President Francois Hollande to meet the government’s
deficit targets. The government plans 9 billion euros in
corporate tax breaks to boost hiring and investment. The
amount is part of a 40 billion euros plan staggered from
2014 to 2017 to support French business. Income taxes
will be cut by 2 billion euros. The budget is a “confirma-
tion” that the government intends to “put public finances
in order”, the government spokesman Stephane Le Foll
said yesterday. France is trying to bring the deficit within
the EU limit of 3 percent of gross domestic product by
2017. The 2016 budget estimates a deficit of 3.3 percent
next year,  down from 3.8 percent this year.  Since
Hollande’s election in 2012, EU authorities have allowed
France to twice delay the date by which it would bring its
deficit within the EU target.

CHENGDU: An attendant of a service station fills up a
car in Chengdu, in China’s southwestern province of
Sichuan. — AFP 

China to halve car purchase 
taxes amid flagging sales

BEIJING: China said yesterday it will halve purchase taxes
on vehicles with small engines, in an attempt to boost sales
in the world’s largest car market where demand has weak-
ened. Car sales in China have been falling for five straight
months since April as expansion of the world’s second-
largest economy has slowed. The cut effective from today’s
applies to passenger cars with engines of 1.6 liters or less
and seating fewer than ten people, the finance ministry
said in a statement. The policy-which sets the sales tax at
five percent-will last until the end of next year, it added.
Number plate restrictions in some major cities to ease traf-
fic gridlock and volatility on China’s stock exchanges have
weighed on demand. Industry group the China Association
of Automobile Manufacturers reportedly said it expected
sales to decrease this year. The tax incentive comes after
China’s state council said Tuesday it would offer support for
“new energy” cars, by lifting license restrictions in an
attempt to “cultivate new economic growth drivers”. 

NEW DELHI: Photo shows a view of an under construction residential building complex in Gurgaon, a suburb of New Delhi, India yesterday. India’s central bank on Tuesday
cut its key interest rate by half a percentage point, aiming to spur economic growth as inflation cooled to the lowest since November. — AP 

BEIJING: China yesterday said it will cut the
minimum downpayment level for first-
time home buyers in many cities, stepping
up support for the sluggish property mar-
ket and stumbling economy. It was the
second measure in two days to fire up con-
sumption following a government deci-
sion to halve the tax on the sale of small
cars. The central bank and banking regula-
tor said they would be lowering minimum
downpayments for first-time home buyers
to 25 percent, from the previous 30 per-
cent, in cities that do not have restrictions
on purchases.

The move is intended to “support rea-
sonable consumption of housing”, the
People’s Bank of China and the China
Banking Regulatory Commission said in a
statement on the central bank’s website
yesterday, dated Sept 24. China’s property
sector has hit a weak patch in the last year

or so, with slowing sales leading to an
overhang of unsold apartments and affect-
ing demand for everything from steel to
home appliances and furniture. “ The
relaxed rule is helpful but the impact will
not be immediate because the main rea-
son for high inventory in some cities is bad
location and transportation,” said David Ji,
Greater China head of research & consul-
tancy at Knight Frank.

“ The new rule will  l ikely stimulate
demand from buyers who are already
observing on the sideline and help them to
get into the market,” Ji added. The property
sector accounts for 15 percent of China’s
gross domestic product, so even modest
signs of improvement would relieve some
pressure on the economy, which is expect-
ed to expand at its slowest pace in a quar-
ter of a century this year. Home prices rose
for a fourth consecutive month in August

as sales and market sentiment improved, a
rare bright spot in an otherwise gloomy
economic outlook. In a separate move yes-
terday, the housing ministry asked local
governments to increase financial support
to home buyers funding their purchases
with housing provident funds.

Favorable policy
Still, analysts do not expect a full-blown

turnaround in the property market any
time soon, as the huge overhang of unsold
homes discourages construction and
investment in all but the biggest cities.
“The move shows the government’s obvi-
ous intention to stabilize the property mar-
ket. We expect favorable policies to be sus-
tained in the property market until proper-
ty investment starts to recover,” said prop-
erty analysts at Haitong Securities. While
home sales and prices have picked up in

the last couple of months, annual growth
in property investment in the first eight
months of the year slowed to 3.5 percent,
the lowest since early 2009, while new
construction starts plunged by nearly 17
percent, impacting commodity markets
worldwide.

Yesterday ’s move is the latest step
aimed at supporting a sector seen as piv-
otal to economic growth. The government
eased restrictions on foreigners purchasing
property in August, though the impact of
that was seen as limited. The lower down-
payment requirements will not apply in
certain big cities such as Beijing, Shanghai
and Shenzhen that have imposed restric-
tions on buying to prevent bubbles. Cities
relaxed home purchase restrictions last
year to support economic growth with only
first-tier cities keeping the rules
unchanged. — Reuters 

China cuts requirements to boost property sector

BRUSSELS: Euro-zone inflation unexpectedly fell to negative
0.1 percent in September, data showed yesterday, suggest-
ing a dangerous spell of falling prices could be returning to
Europe. The return to negative territory will add to pressure
on the European Central Bank to increase its huge stimulus
program which is meant to ward off deflation and keep the
economy on track. Analysts surveyed by Bloomberg had
expected a zero rate after a gain of 0.1 percent in August.

Earlier this month, ECB head Mario Draghi warned that
inflation in the 19-country euro-zone could turn negative in
the coming months, even if only temporarily. In March, the
ECB launched a more than one-trillion-euro stimulus plan
running through to September next year in order to get
inflation closer to its 2.0 percent target. “It looks like being a
long and arduous slog before euro-zone consumer price
inflation gets up near the ECB’s target rate,” said Howard
Archer of IHS Global Insight. “Indeed, it looks increasingly
unlikely to happen until 2018,” he said.

The fear is that deflation could become entrenched if
consumers delay purchases in the hope of buying products
cheaper later, which in turn prompts companies to hold off
investment, creating a vicious circle of falling demand and
fewer jobs. The ECB’s scheme initially appeared to work,
slowly pushing inflation back up in core euro-zone
economies such as France and Germany. But the rise has
now stalled in Germany, the euro-zone’s biggest economy,
where inflation stood at zero.

The ECB believes that the present fall in prices is driven
primarily by cheap oil and will end with energy prices now

stabilizing. “The slowing effects on inflation brought on by
the fall in energy prices will be temporary,” Jens Weidman,
the head of Germany’s central bank and an ECB board mem-
ber said Tuesday. Analysts however think the ECB will have to
increase its massive Quantitative Easing stimulus program to
ensure the slip into negative territory is only temporary. The
Eurostat statistics agency also said Wednesday that euro-
zone unemployment was unchanged at 11 percent in
August. Unemployment in the euro-zone has fallen steadily
from the 12.1 percent peak reached in 2013. 

Crisis-hit Greece again posted the highest rate of unem-
ployment in the euro-zone at 25.2 percent in June, the latest
data available. On the path of economic recovery, Spain
posted a still high 22.2 percent, though this was down from
24.2 percent a year ago. 

French unemployment crept higher to 10.8 percent from
10.4 percent a year ago, keeping the pressure on President
Francois Hollande who has vowed to forego running for a
second term if the trend is not reversed. German unemploy-
ment remained at historically low level of 4.5 percent, as
measured by Eurostat. “While the euro-zone’s unemploy-
ment rate has edged down over the past couple of years,
progress has been slow,” said Jack Allen,  of  Capital
Economics, adding that any jobs recovery “will continue at a
sluggish pace.” 

Consumer prices falling 
Also, consumer prices across the 19-country euro-zone

fell in September for the first time in half a year as energy

prices tanked, official figures showed yesterday, in a devel-
opment that’s likely to ratchet up pressure on the European
Central Bank to give the region more stimulus. The 0.1 per-
cent annual decline reported by Eurostat, the EU’s statistics
office, was widely anticipated following the recent drop in
global oil prices. Energy prices were a whopping 8.9 percent
lower in September than the year before, more than the 7.2
percent drag registered in August.

The impact of energy costs is evident in the fact that,
when they are stripped out of the calculations, consumer
prices were 1 percent higher in the year to September. If
food, alcohol and tobacco are also taken out, the euro-zone’s
so-called core inflation rate stood at an unchanged 0.9 per-
cent. Though anticipated, the negative headline rate is likely
to be a disappointment to policymakers at the ECB who this
year launched a 1.1 trillion euro ($1.2 trillion) stimulus pro-
gram in the hope of getting inflation back toward target. The
ECB aims for an inflation rate of just below 2 percent.

For a while, the stimulus appeared to be helping to
bring inflation back up. It weakened the euro, making
imports pricier, and it helped boost the economy by mak-
ing exports more competitive and keeping borrowing rates
low. In April, a four-month run of negative inflation came to
an end. Falling prices sound good in principle and can be, if
temporary - many economists think the current period of
weak or negative inflation is a boon to economic activity
since it’s largely due to weak oil prices. Lower fuel costs
mean consumers and businesses have more money to
spend elsewhere. — Agencies 

Euro-zone falls back into
deflation amid pressure

Consumer prices falling once again due to cheap oil

LONDON: British supermarket Sainsbury’s raised its profit fore-
cast and posted better-than-expected quarterly sales yesterday,
sending its shares soaring on hopes the worst may be over for
the battered sector. Sainsbury’s, which has shown greater
resilience to competition from discounters Aldi and Lidl than its
“big four” British rivals, said underlying sales fell in the second
quarter to the end of September, but not by as much as feared.
The supermarket said that meant it was on course to beat the
average analyst forecast of 548 million pounds ($831 million)
for 2015-16 underlying pretax profit, sending its shares up 14.7
percent, the biggest intraday rise since February 2007.

After two years of sector downgrades, the upbeat readout
also boosted the shares of rivals Tesco and Morrisons by up to
5.4 percent and 6.8 percent respectively. Asda, the other big
four supermarket, is owned by Wal-Mart. One of Sainsbury’s
major institutional shareholders welcomed the “very solid”
update. “No fireworks, just running a tight ship in a tough, but
stabilizing, environment,” he said. Sainsbury’s sales at stores
open more than a year fell 1.1 percent, excluding fuel, in the 16
weeks to Sept. 26. That was a seventh quarterly decline in a row
thanks to fierce competition with rivals that has contributed to
lower prices.

Analysts had on average expected a decline of 1.3 percent
after a 2.1 percent fall in the first quarter. Sainsbury’s Chief
Executive Mike Coupe highlighted volume growth of just over 1
percent and an increase in transactions. “The two things are
pretty encouraging and a slight improvement on the previous
quarter ... The trend’s in the right direction,” he told reporters. He
also noted the decline in average basket spend in supermarkets
had continued to stabilize. “But you can’t get away from the fact
that it continues to be a very challenging trading environment
and the competitive dynamics haven’t gone away,” he said.

Coupe does not expect deflation, which he said was 1.5 to 2
percent in the quarter, to abate until the early part of 2016 at
the earliest. Sainsbury’s said it now expects 2015-16 profit to be

“moderately ahead” of analyst forecasts, although it will still be
down from the 681 million pounds made in 2014-15. Bernstein
analyst Bruno Monteyne said this was a change of tone from
Sainsbury’s. “It has tried to take a cautious message up to now,
that it will go ‘toe to toe’ with whatever price investment any-
one else makes. That it is talking up guidance is now showing
they are more confident in their strategic position,” he said.
Coupe’s strategy, outlined in November, sought to stem the
flow of shoppers to discounters with price cuts and improve-
ments to product quality and availability and customer service,
financed by cost savings and dividend reductions.

Critics argue the quarterly improvement does not detract
from the big strategic issues Sainsbury’s faces: deflation, intensi-
fying competition, wages and other cost increases. And some
argue the shadow of Tesco looms large. “We do still harbor a
particular concern that should (Tesco) ‘get its act together’, then
Sainsbury may be particularly vulnerable to attrition,” said Shore
Capital analyst Clive Black. Earlier this month, Morrisons posted
a 2.4 percent fall in second quarter like-for-like sales. In August
Asda reported a 4.7 percent slump in underlying sales for its
first quarter, describing the fall as its “nadir”. Tesco will give an
update on its second quarter on Oct 7. —  Reuters

Sainsbury profit upgrade cheers UK supermarkets
Shares jump up to 14.7 percent

FRANKFURT: German unemployment remained at his-
torically low levels in September as the recovery in
Europe’s biggest economy stayed on track, data showed
yesterday. But analysts warned of possible fallout from
the massive influx of refugees, along with potential neg-
ative knock-on effects from the pollution-cheating scan-
dal engulfing auto giant Volkswagen. The German unem-
ployment rate-which measures the jobless total against
the working population as a whole-stood at 6.4 percent
in September, unchanged from August and the lowest
level since German reunification in 1990, the Federal
Labor Office said in a statement.

In concrete terms, the number of people registered as
unemployed in Germany edged up by a seasonally
adjusted 2,000 to 2.795 million, the Federal Labor Office
said. Analysts had been penciling in a decline of around
5,000. In raw or unadjusted terms, the jobless total

decreased by 87,500 to 2.708 million and the unemploy-
ment rate fell to 6.2 percent in September from 6.4 per-
cent in August, the labor office noted. But unemploy-
ment tends to fall in the autumn as students who have
signed on for the summer holidays go back to school or
university or find training places. Growth of German
gross domestic product (GDP) picked up in the second
quarter, the labor office said. 

“The latest indicators point to similar momentum in
the third quarter as well .. (and) the labor market contin-
ues to develop favorably,” it said. 

ING DiBa economist Carsten Brzeski said the slight
rise in the seasonally adjusted jobless total should not be
overrated. “This is probably the effect of the summer
vacation ending in September in more regional states
than normally and not a sign of a structural weakening
of the labor market,” the expert said. —AFP

German unemployment steady at 
record lows as economy recovers


