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LOS ANGELS: A woman walks past a recently shuttered Walmart store in Chinatown that is part of the closure of 154
store locations across the United States, in Los Angeles yesterday.— AFP

WASHINGTON: US economic growth
braked sharply in the fourth quarter as
businesses stepped up efforts to
reduce an inventory glut and a strong
dollar  and tepid global  demand
weighed on exports.

Gross domestic product increased at
a 0.7 percent annual rate,  the
Commerce Department said yesterday,
also as lower oil prices continued to
undermine investment by energy firms
and unseasonably mild weather cut
into consumer spending on utilities
and apparel. The growth pace was in
line with economists’ expectations and
followed a 2 percent rate in the third
quarter. The economy grew 2.4 percent
in 2015 after a similar expansion in
2014.

But some of the impediments to
growth - inventories and mild tempera-
tures - are temporary and the economy
is expected to snap back in the first
quarter. Excluding inventories and
trade, the economy grew at a 1.6 per-

cent pace.  Nevertheless,  the GDP
report could spark a fresh wave of sell-
ing on the stock market, which has
been roiled by fears of anemic growth
in both the United States and China.

The Federal Reserve on Wednesday
acknowledged that growth “slowed
late last year,” but also noted that
“labor market conditions improved fur-
ther.” The Fed, the US central bank,
raised interest rates in December for
the first time since June 2006. Though
the Fed has not ruled out another hike
in March, financial markets volatility
could see that delayed until June.

SMALL INVENTORY BUILD
In the fourth quarter, businesses

accumulated $68.6 billion worth of
inventory. While that is down from
$85.5 billion in the third quarter, it was
a bit  more than economists had
expected, suggesting inventories could
remain a drag on growth in the first
quarter.

The small inventory build subtracted
0.45 percentage point from the first
estimate of fourth-quarter GDP growth.
Consumer spending, which accounts
for more than two-thirds of US eco-
nomic activity, increased at a 2.2 per-
cent rate. That marked a step-down
from the 3.0 percent pace notched in
the third quarter.

Unusually mild weather hurt sales of
winter apparel in December and under-
mined demand for heating through the
quarter. With gasoline prices around $2
per gallon, a tightening labor market
gradually l i ft ing wages and house
prices boosting household wealth,
economists believe the slowdown in
consumer spending will be short-lived.

The dollar, which has gained 11 per-
cent against the currencies of the United
States’ trading partners since last January,
likely remained a drag on exports, leading
to a trade deficit that subtracted 0.47 per-
centage point from GDP growth in the
fourth quarter.— Reuters

US economic growth slows 

sharply to 0.7% rate in Q4

Consumer spending slows to a 2.2 % rate

MOSCOW: A Russian deputy prime minister said yesterday
that oil companies-and not the state-should decide
whether to cut production in the face of low oil prices due
in part to a supply glut. “If prices remain at non-profitable
levels for an extended period, investments will have to be
corrected and this will lead to lower production,  but this
will not be in the interest of the state,” Russian news agen-
cies quoted deputy prime minister Arkady Dvorkovich as
saying.

“We proceed from the fact that the oil industry is private
to a large extent ... and is not controled by the state,” he
said. “And this will continue.” Dvorkovich said that Russian
companies will study the prospect of cutting production
“in accordance to their interests.”

Low oil prices have weighed heavily on Russia’s reces-
sion-hit economy, which shrank by 3.7 percent in 2015 and
is set to continue suffering this year. 

Russian Energy Minister Alexander Novak said Thursday
that Moscow was ready to take part in an OPEC meeting
aimed at establishing possible “coordination” in the face of
low oil prices.

The minister alleged that OPEC heavyweight Saudi
Arabia had proposed that oil-producing countries cut pro-
duction by up to five percent, a prospect he said would be
discussed at an upcoming meeting.

Novak’s statement led to the highest jump in oil prices
in three weeks. “We are constantly in contact with partners
from other oil-producing  countries and consumers,”
Dvorkovich said yesterday.

Russia’s energy ministry earlier this week convened a
meeting with the country’s industry leaders to discuss pos-
sible coordination with OPEC countries.  But Russian media
reported the absence of certain key players such as Igor
Sechin, the head of state oil giant Rosneft. 

Analysts remain sceptical about the prospect of Russia
and OPEC countries cutting their production, as both sides
have increased oil output to preserve their place on the
market.  Last year Russia’s oil production hit a post-Soviet
high of 10.7 million barrels a day on average.—AFP
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MOSCOW: Russian President Vladimir Putin (C) chairs a
meeting on economic issues at the Kremlin in Moscow
yesterday. —AFP 

ANKARA: Russia’s Gazprom has cancelled a
discount in gas prices for Turkish customers,
industry officials said yesterday, in the latest
salvo in a diplomatic and trade row after
Turkey shot down a Russian war plane two
months ago.

Turkey said last year it struck a deal giving
it a 10.25 percent price discount on gas from
Russia’s Gazprom but a final signature on
the accord had been delayed, prompting
state pipeline operator Botas to appeal to
the International Chamber of Commerce
(ICC).

Officials from Turkey’s private sector gas
companies told Reuters that Gazprom had
cancelled the discount and alerted the
Turkish companies last week during a meet-
ing in Vienna.

“Following this, private sector companies
have begun sending notifications to their
customers about the new situation. The new
price and how it will be applied retrospec-
tively is yet to be figured out,” an executive
at a private sector firm said.

Gazprom declined to comment on the
issue but sources close to the company

denied the report and said negotiations
were still underway. Russia is Turkey’s largest
gas supplier with sales of 28-30 billion cubic
metres annually worth around $6.5 billion.
Turkey imports 60 percent of its gas and 35
percent of its oil from Russia.

The two countries have been at logger-
heads since Turkey downed a Russian war-
plane along the Turkey-Syria border two
weeks ago saying it violated its air space, the
most serious incident between Russia and a
NATO member state in half a century.

They have long been in disagreement

over Syria and the future of Syrian President
Bashar al-Assad, a Moscow ally who Turkey
says needs to be removed. Another private
sector official said once the cancellation of
the price cut comes into effect, the import
price for Russian gas for private sector sup-
plies would rise to $196-197 per every thou-
sands cubic meter. Energy Minister Berat
Albayrak said earlier this week that Botas
was conducting work to reduce the price of
natural gas, an effort that private sector offi-
cials said could prove to be tricky with the
price cancellation. — Reuters
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