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AMSTERDAM: A TV screen shows global stocks plunging following the British Brexit vote as traders, background, work at the Euronext Amsterdam Stock Exchange, Netherlands on Friday. —AP

GLOBAL ECONOMY WEEK AHEAD

LONDON: The Brexit vote could cool
London’s superheated property market,
with some professionals already noting
signs of a slowdown, though Gulf investors
have signalled their interest is so far
undimmed. After a slump in 2008 during
the global financial crisis, the sector recov-
ered, first tentatively and then at full pelt,
with average prices this year reaching 54
percent higher than their pre-crisis peak.

The growth was fuelled by population
pressure, a desire by Britain’s wealthier
classes to put their savings into bricks and
mortar, and the decision by magnates from
the Gulf and Russia that London property
was a safe place to park their fortunes. But
cracks were already starting to appear
before Britain’s shock vote on June 23 to
leave the European Union, and these are
now being magnified by fears of the eco-
nomic fall-out and uncertainty that follows.

“Housing market activity and prices
now look to be at very serious risk of an
extended, marked downturn following the
UK’s vote to leave the EU,” said Howard
Archer, chief UK and European economist
at IHS Global Insight.

The process of Britain’s exit remains
unclear, but Archer said the vote was likely
to weigh down economic activity and con-
sumer confidence. He also warned unem-
ployment may rise in the coming months.
Given these factors, IHS predicts that
British property prices will fall by five per-

cent in the second half of the year, and by
another five to seven percent in 2017.
Other analysts are more cautious, saying
that the extent of any economic slowdown
has yet to become clear, making it too ear-
ly to predict the impact on the property
market. Monica Malik, chief economist at
Abu Dhabi Commercial bank, said that
with  so much invested it would take more
than the Brexit vote to shake Gulf confi-
dence in the London property market.

“In the near term, there will be a senti-
ment of cautiousness but we do not
expect a marked sell-off,” she said.  “A knee-
jerk reaction or panic is unlikely,” she said.

“Property in the UK is very attractive
and has been a well-performing asset
class. The underlying foreign demand is
expected to remain strong once the uncer-
tainties subside.”

‘One less bathroom’ 
But some property professionals in

London have already seen buyers hesitate
in the stifling atmosphere that descended
following the June 23 referendum. “People
are cautious to say the least. They will take
more time, the market will be much qui-
eter,” said Ibby Aziz, a partner at Unsworth
Rose solicitors in the upmarket area of
Primrose Hill, near Regent’s Park.

He has seen deals that had been
agreed in principle before the referendum,
only for the buyers to demand a 20 per-

cent reduction in price afterwards. Many
sellers would be unlikely to proceed in
those circumstances, he told AFP.
Emphasizing the uncertainty, a top
Singapore bank, United Overseas Bank
(UOB), said Thursday that it has suspended
loans to anyone wanting to buy property
in London.

“As the aftermath of the UK referendum
is still unfolding and given the uncertainties,
we need to ensure our customers are cau-
tious with their London property invest-
ments,” it said. Property development,
notably the construction of so-called “ice-
berg” basements that add several new
floors below traditional Victorian homes, is
expected to be an early casualty of the mar-
ket’s new fragility.

John Foldes has been planning a large
extension on his house in Clapham, in
southwest London, but said he was recon-
sidering his plans after the Brexit vote.

“We may decide to make one less bath-
room and make the setting a little bit sim-
pler,” he told AFP, adding that he was trying
to reduce the budget by 20 percent. Foldes,
who rents out the property, had been plan-
ning to increase the amount he charges fol-
lowing the works, but is now lowering his
expectations. In a sign of wider investors’
concerns, leading estate agents Foxton
issued a profits warning and shares in major
construction firms collapsed by 20 to 30
percent over the past week. —AFP

Brexit vote shakes London property market 
Gulf, Russian magnates bet London a safe place to park their fortunes

LONDON: Investors will start to peek
beyond the Brexit-dominated headlines in
the coming week to gauge the outlook for
the global economy, and what impact an
expected rebound in US job creation will
have on central banks eyeing looser policy.

Britain’s shock vote to leave the
European Union has cast a cloud of doubt
over the world economic outlook that is
unlikely to clear for months to come as
economists - and central banks like the US
Federal Reserve - see how the referendum
result impact on hard data. Much of the
media focus in Europe is likely to be on the
political bloodletting as Britain’s ruling
Conservative Party, also known as the
Tories, pick a new leader.

“Our suspicion is that we will not hear
anything concrete on the UK’s path towards
Brexit for some time now, with the Tory
leadership contest raging away,” economists
at Investec said in a weekly note to

investors. The main data in the coming
week is therefore likely to be US non-farm
payrolls numbers due on Friday, which are
expected to show employers in the world’s
largest economy added 180,000 jobs last
month, a preliminary Reuters poll found,
after May’s surprisingly weak reading of just
38,000.

“Not only service-industry corporations
but also the construction industry should
have maintained the momentum in the US
labour market,” analysts at DZ Bank wrote in
a report to clients.

Overall, recent signs of stability in US
manufacturing, low numbers of layoffs and
solid consumer spending data have sug-
gested that economic growth regained
speed in the second quarter. Still, one con-
cern in the jobs data is that although wages
have been on the rise as employers look to
attract new hires, the work force as a whole
is not becoming much more productive.

“While stronger wage growth seems set
to be a silver lining, this is unlikely to be sus-
tained; low productivity growth may damp
higher wage growth,” Madhur Jha, a senior
economist at Standard Chartered, said in a
report. The minutes of the Federal Reserve’s
latest policy-setting meeting, due out on
Wednesday, may also reflect growing con-
cern at the central bank over U.S. productiv-
ity growth, Jha said.

RETURN TO QE?
The Fed and the European Central Bank,

which issues its latest minutes on Thursday,
are both likely to indicate cautious stances
on monetary policy, having held their meet-
ings prior to the Brexit vote. Another rate
rise from the Fed was already looking in
doubt, and after the referendum major
global central banks may now need to
increase their quantitative easing programs
to help revive inflation. —Reuters

CARACAS: Venezuela will stop rationing
electricity next week, ending months of
blackouts and other measures meant to
alleviate its energy crisis, President
Nicolas Maduro said Friday.

Starting tomorrow, the rationing plan
“will have no effect and (the power grid)
will operate normally 24 hours,” he said
during a ceremony in Caracas, crediting
recovered water levels at Venezuela’s
main hydroelectric dam. The rationing,
imposed in February, was aimed at alle-
viating a severe electricity crisis brought
on by the country’s worst drought in 40
years, which the government blames on
the El Nino weather phenomenon.

Authorities imposed blackouts in
most of the country, drastically reduced
public sector working hours and moved
the country’s clocks ahead by 30 min-

utes to gain daylight.
Maduro did not say on Friday

whether public sector workers would
resume their normal schedules.

Venezuela had been “six days from a
collapse” of its power system, Maduro
said, but the onset of the rainy season
had brought a halt to the impending
emergency. “We recovered the Guri
(hydroelectric plant), and are able to
provide electricity service that functions
normally,” he said.

“We will guard against electrical sab-
otage, of course” he added. The govern-
ment says it averted an opposition-led
plan to sabotage the power system,
which left at least three dead. The vic-
tims were electrocuted, the electricity
minister, Luis Motta, said last week.

Maduro’s opponents, who are spear-

heading a drive to hold a recall referen-
dum against the president, deny the
accusations.  They blame the country’s
power emergency on inefficient run-
ning of the energy network. Venezuela’s
economy has plunged along with the
price of the oil on which it relies for for-
eign revenues. Shortages of medicine
and goods such as toilet paper and
cooking oil are widespread.

Maduro blames the collapse on an
“economic war” by capitalists.However,
critics say it’s the result of government
corruption and years of economic mis-
management.

Besides ending electricity rationing,
Maduro on Friday announced a plan to
replace two million air conditioners
with new systems that require less
energy. —AFP

PORT TALBOT, UK:  Builders working on the roof of a residential property near the Tata Steel steel plant
at Port Talbot, south Wales. —AFP
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