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LONDON: British retailers suffered their sharpest fall in
sales in four years after last month’s vote to leave the
European Union, raising doubts about the ability of
consumers to stave off a Brexit recession. Official fig-
ures earlier yesterday showed the economy as a whole
grew fairly robustly in the run-up to the vote. But most
economists are expecting a sharp slowdown as busi-
nesses and consumers retrench after the referendum
shock. The Confederation of British Industry said sales
fell sharply between June 28 and July 14 and retailers
cut orders with suppliers by the most since the 2008-
09 financial crisis.

“It’s a bad start,” HSBC economist Elizabeth Martins
said.  “If you are looking for a relatively resilient con-
sumer as we are then it’s not particularly encouraging.”
The Bank of England is expected to cut interest rates
next week for the first time since 2009 and finance
minister Philip Hammond reiterated yesterday that the
government was ready to support the economy as it
went through a “period of adjustment”. Sterling
extended losses slightly to hit a day’s low against the
U.S. dollar after the CBI data, though the industry lob-
by warned against drawing too strong conclusions
from the numbers.

“While conditions in the retail sector have weak-
ened, we should be careful about reading too much
too soon, as consumers were likely to err on the side of
caution in the immediate period following a vote to
leave the EU,” CBI chief economist Rain Newton-Smith
said. The CBI data represents an early gauge of how
the retail sector has fared since the unexpected result
of June 23’s vote.  Surveys of manufacturers and servic-
es firms last week suggested the economy was shrink-
ing at the fastest pace since 2009. The numbers cover
the period after the June 23 vote when the govern-
ment was thrown into chaos by the “Leave” vote and
the announcement by David Cameron that he would
resign as prime minister. The CBI said its retail sales vol-
ume index for July fell to 14 from +4 in June, its lowest
since January 2012. — Reuters

LONDON: Britain will enter EU exit talks in a strong
position, finance minister Phil ip Hammond
declared yesterday, after data revealed economic
growth unexpectedly accelerated in the run-up to
the Brexit referendum. Gross domestic product
(GDP) grew 0.6 percent in the second quarter, the
Office for National Statistics (ONS) said in a first
estimate for April-June, which included the shock
EU exit vote towards the end of the period.  That
beat market expectations for 0.5-percent growth,
as activity was boosted by rebounding industrial
production, and followed 0.4-percent expansion in
the first quarter.

“Today’s GDP figures show that the fundamen-
tals of the British economy are strong,” said finance
chief Hammond. “In the second quarter of this year
our economy grew by 0.6 percent-faster than was
expected.  “Indeed we saw the strongest quarterly
rise in production for nearly twenty years, so it is
clear we enter our negotiations to leave the EU
from a position of economic strength.”

Britons had voted on June 23 to leave the
European Union in a surprise vote that sent mar-

kets tumbling and the pound slumping in its after-
math. Also yesterday, European Commission head
Jean-Claude Juncker appointed veteran French
politician and former EU commissioner Michel
Barnier to lead the exit negotiations with Britain.
Juncker said Barnier was a “skilled negotiator with
rich experience in major policy areas relevant to
the negotiations (and) ... has an extensive network
of contacts.”

‘Challenges ahead’
Conservative Prime Minister Theresa May, whose

predecessor David Cameron resigned after losing
the referendum, has already signaled however that
London will not be rushed into EU exit talks-and
will most likely will begin the negotiations early
next year. “Those negotiations will signal the begin-
ning of a period of adjustment, but I am confident
we have the tools to manage the challenges ahead,
and along with the Bank of England, this govern-
ment will take whatever action is necessary to sup-
port our economy and maintain business and con-
sumer confidence,” added Hammond yesterday. 

British economic activity in the second quarter
was driven by particularly strong growth in indus-
trial production-which expanded by 2.1 percent.
That compared with a 0.2-percent decline in the
previous three months and matched figures last
seen in the third quarter of 1999, according to the
ONS. The services sector meanwhile grew 0.5 per-
cent in the second quarter, but this was offset by
falls in agriculture and construction. Scotiabank
economist Alan Clarke said the second quarter was
not rocked by “intense” worries over Brexit-because
many had expected Britain to stay.  “The outcome
of the referendum was a real surprise,” said Clarke.
“Most people thought the UK would vote to stay in
the EU, so the pre-vote jitters were probably not as
intense as feared.”

Gloomy data had indicated last week that storm
clouds were gathering-in the first indication of eco-
nomic contraction since the referendum.  Britain’s
economy was battered by the Brexit vote in July
and faced a “dramatic deterioration” in activity as
orders dried up and business investments were
canned, key data showed Friday. Private sector

business activity, as measured by research group
Markit’s Purchasing Managers Index (PMI), showed
economic growth had slumped at its fastest rate
since the global financial crisis.

More stimulus likely
Most economists argue that accelerating second-

quarter growth was unlikely to change the outlook
for more economic stimulus. The Bank of England
has already flagged a possible August interest rate
cut in response to Brexit. Hammond meanwhile
declared last weekend that the government could
unleash a “fiscal response” in his autumn budget
update to counter the negative effects of Brexit.
“Better-than-expected growth in the second quarter
is unlikely to alter the course of policymakers,” said
Schroders economist Azad Zangana.  “Both the Bank
of England and HM Treasury are plotting stimulus
packages in order to minimize the damage from the
uncertainty surrounding Brexit. “This is likely to
include a cut in interest rates in August, possibly a
restarting of quantitative easing, and fiscal stimulus
in the Autumn Budget Statement.”— AFP 

UK ‘in position of economic strength’ for Brexit talks

MILAN: About a month on from Britain’s vote to
leave the European Union, there’s little evidence
that economic activity across the continent has
been derailed yet. That’s some reassurance for
the 19-country euro-zone as it faces a host of
other problems, many of which relate to Italy, the
bloc’s third-largest economy. The country has to
shore up its banks - and will get some idea
tomorrow of the scale of the problem when reg-
ulators publish the results of EU-wide bank stress
tests. Separate figures tomorrow will also show
how the euro-zone economy was faring in the
run-up to the British vote. Analysts estimate that
the quarterly growth rate halved to 0.3 percent in
the second  quarter compared with the first for a
variety of reasons, including the pick-up in the
price of oil, concerns over a slowdown in China
and uncertainty ahead of the British referendum
on June 23. 

No doubt the vote for so-called Brexit has
proven a shock to many and a jolt to the
European project of political integration. But so
far the economic fallout appears to have been
contained. Surveys of business activity, such as
the Ifo index of German business confidence,
have shown resilience, in marked contrast to
those assessing the state of the British economy.
“Europe already appears to have moved on,” said
James Nixon, chief European economist at
Oxford Economics.

Nixon said “the more immediate challenge”
for European policymakers is the constitutional
referendum in Italy expected this fall, “where the
government currently faces a good chance of
succumbing to the same sense of populist disaf-
fection that prompted Brexit.” The Brexit vote has
raised the stakes in Italian Premier Matteo Renzi’s
upcoming referendum on a raft of changes
designed to streamline the country’s political sys-
tem. Opinion polls point to a close outcome.
Defeat could lead to Renzi’s resignation, early
elections and fresh uncertainty over the direction
both of the EU and of the euro-zone itself.

In the meantime, Renzi has another problem
to contend with - the financial health of Italy’s
banks. Renzi is looking for a way to rescue them
from a pile of bad loans that aren’t being repaid.
Italian banks have been worn down by some 360
billion euros ($400 billion) in loans that won’t be
paid back in full. Given Italy’s size, any negative
fallout would far outweigh the impact from the
repeated problems over the past few years,
notably in Greece.   Any rescue attempt that
involves the use of public money could run into
resistance from the EU, which recently intro-
duced new rules to avoid a repeat of some of the
recent bailouts that afflicted the euro-zone.

During the region’s debt crisis over the past few
years, the perilous situation of some banks was at
the root of some of the bailouts. Under the terms
of the new rules, taxpayer money can now only
be used after bank creditors such as bondholders
have been “bailed in,” meaning they lose some of
their money first. That provision was aimed at
making sure that the cost of rescuing banks
doesn’t overwhelm the state’s finances as they

did in the case of Ireland. “I think bail-ins are a
very sound economic principle, which basically
says that those investors that put in their money
and take out some profit in the good years carry
the losses in the bad years,” Jeroen Dijsselbloem,
the euro-zone’s top official recently said.   A par-
ticular problem for Italy is that about a third of
bank bonds are held by small retail investors.
Inflicting losses on them, as well as depositors,
could be highly unpopular ahead of the upcom-
ing referendum.  “It should therefore come as no
surprise that there is an increasing sense of
urgency to resolve the problems facing the
Italian banking sector well ahead of (the) vote,”
said Oxford Economics’ Nixon. A major step in
assessing the scale of the problem will emerge
tomorrow when the European Banking Authority
will release results on the financial health of EU

banks. The five Italian banks being assessed,
including UniCredit and Monte dei Paschi di
Siena, are expected to feature high in the list of
those requiring help. 

There’s talk that Monte dei Paschi may even
pre-empt the stress tests with a multi billion cash
call from investors. As in previous moments of
crisis in the euro-zone, most close observers
expect a last-minute deal to be thrashed out that

involves some sort of bending of the European
rules. European Central Bank President Mario
Draghi last week indicated that there is some
flexibility in the rules that would make sure that
they don’t fail their first test.

“There are escape routes available for particu-
lar circumstances,” economists at Bank of
America Merrill Lynch said in a note to clients.
“There is a way; we are waiting for the will.” What
would help Italy in particular would be a
strengthening in the recovery from recession.
Italy’s economy has grown less than other major
countries for years, fueling popular discontent
and the growth of previously fringe parties, such
as the 5-Star Movement, which has gained on
Renzi’s left-of-center Democratic Party in polls.
With Britain having made its choice, Italy is now
facing the glare.— AP 

Italian banks in focus as 
Europe shrugs off Brexit 

Italian banks struggling with pile of bad loans 

BRUSSELS: Veteran French politician and
former EU commissioner Michel Barnier
was named Wednesday to lead Brexit talks
with London where he was the “bete noire”
of free-wheeling bankers hostile to his
bonus curbs and tighter regulations.
European Commission head Jean-Claude
Juncker said Barnier was just the man to
lead what promise to be difficult talks as he
has the experience and contacts needed to
win agreement.

Britain’s June 23 vote to quit the 28-
nation European Union shocked EU leaders
who had bet on a vote to remain, with
France and the Commission leading
demands that negotiations should begin as
soon as possible. “I am very glad that my
friend Michel Barnier accepted this impor-
tant and challenging task. I wanted an
experienced politician for this difficult job,”
Juncker said in a statement. “I am sure that
he will live up to this new challenge and
help us to develop a new partnership with
the United Kingdom” after it becomes the
first country to leave the EU.

Barnier, 65, held the key Commission
financial services portfolio from 2010 to
2014, spearheading efforts to tame the
eurozone debt crisis which nearly brought
down the single currency project. He was
central to efforts to save the EU’s stricken
banks, laying down tough rules to police a
new banking union system which often put
him at loggerheads with the City of
London, one of the world’s top financial
markets. Barnier was also closely linked to
curbing banker bonuses, which were wide-
ly blamed for encouraging the risk-taking
culture that ultimately left the banks over-
stretched and in need of massive govern-
ment bailouts costing billions. Jacques
Lafitte of the Avisa investment advisory
group in Brussels said the appointment
sent a very clear message of intent to
Britain. “After all these years that the City
has demonized Michel Barnier, often
unjustly, the Commission could not have
sent a firmer message to the English,”
Lafitte said.

Barnier told BFM TV in France shortly
after the June 23 Brexit vote that the out-
come was a loss for all but stressed the

common interests. “Beyond Brexit, we will
continue to have shared interests with the
British, especially in everything that touch-
es upon our collective security,” he said.
Barnier was currently serving as an adviser
to Juncker on security issues as the EU reels
from a series of deadly attacks claimed by
Islamic State jihadis.

No rush to begin talks
New British Prime Minister Theresa May

has made clear London will not be rushed
into the Brexit talks which are widely
expected to begin early next year. May
insists she wants Britain to keep the fullest
access possible to the bloc’s single market
of 500 million people while at the same
time having the right to limit EU migrants,
the key issue which turned the referendum.
Juncker and EU leaders agree that close ties
with the world’s fifth largest economy are
in the interests of both sides but they also
insist they will not accept limits on the free
movement of people, a core EU principle.

Juncker has repeatedly stressed the
need to get the talks underway as soon as
possible so as to end the uncertainty over
both Britain’s and the bloc’s future. Barnier
takes up his position on October 1 but the
Brexit talks can only begin once Britain
invokes Article 50 of the Lisbon treaty,
which sets the clock ticking on two-years of
divorce talks. If the talks fail to produce an
agreement, Britain will end up leaving the
EU unceremoniously and be treated as any
other country with no special privileges
under World Trade Organization rules.

Barnier also previously served as EU
commissioner for regional policy and had
stints as both French foreign and agricul-
ture minister. He tweeted he was “honored
to be entrusted UK negotiation by
@JunckerEU and @EU Commission.
Rendez-vous for beginning of demanding
task on 1 October.” Juncker said Barnier was
a “skilled negotiator with rich experience in
major policy areas relevant to the negotia-
tions (and) ... has an extensive network of
contacts.” “He will report directly to me and
I will invite him to brief regularly the (com-
missioners) to keep my team abreast of the
negotiations,” he added. — AFP 

LONDON: GlaxoSmithKline plans £275 mil-
lion ($361 million) of new investments at
three drug manufacturing sites in Britain, sig-
naling its confidence in the country despite
last month’s vote to leave the European
Union. Britain’s biggest drugmaker, which
had argued against Brexit before the referen-
dum, believes the UK remains an attractive
place for making medicines, thanks to a
skilled workforce and relatively low tax rates.
The country’s so-called patent box boosts
profits from patented innovations by halving
the rate of corporation tax. This tax relief,
which favors pharmaceutical companies, has
come under fire in recent days from the
opposition Labour Party.

GSK said yesterday it was investing in
sites at Barnard Castle, in the north of
England, Montrose, in Scotland, and Ware,
north of London. It plans to increase pro-
duction of next-generation respiratory
drugs and biotech medicines. The vast
majority of these products will be exported.
“It is testament to our skilled UK workforce
and the country’s leading position in life sci-
ences that we are making these investments
in advanced manufacturing here,” said Chief
Executive Andrew Witty.

Business minister Greg Clark said GSK’s
move was a clear vote of confidence in Britain
and demonstrated that “there really is no
place better in Europe to grow a business”.
The company, which will report quarterly
results at 1100 GMT, has a large part of its
global research and manufacturing cost base
in Britain, even though nearly all its sales are
generated overseas. Witty, who is retiring
next year, had said before the vote that
Britain should remain in the EU, due to fears
that Brexit could disrupt Europe’s unified sys-
tem for drug regulation and hamper access
to top scientific talent.

Helped by Sterling fall
Despite this, the company, which will be

helped by recent falls in sterling, has con-
cluded that the country remains a good
place to do business. Britain accounts for
nearly half of GSK’s worldwide research and
development and around a third of its manu-
facturing. It has a total of nine UK manufac-
turing sites employing some 6,000 staff.
Uncertainty surrounding the vote to leave
the EU in last month’s referendum has raised
fears over corporate investment in Britain,
which some economists fear could exacer-
bate difficult times ahead as the government
negotiates future trade relations.

GSK’s substantial investment therefore
gives some reassurance and follows signs that
foreign buyers, lured by a plunge in the
pound, are looking to snap up bargains in
Britain, led by Japanese group SoftBank’s $32
billion swoop for chip designer ARM Holdings.
The board of French utility EDF, meanwhile,
will meet on July 28 to consider a final invest-
ment decision on its $24 billion Hinkley Point
C nuclear project in Britain. The pharmaceuti-
cals industry is a notable success story for
Britain, directly employing more than 70,000
people and accounting for 25 percent of all
business research and development spend-
ing. Witty, together with AstraZeneca CEO
Pascal Soriot, chairs an industry task force set
up by the government to address regulatory
and other issues facing the pharmaceutical
sector following Britain’s decision to leave the
EU. GSK said the new investments would cre-
ate some new jobs but it did not give a num-
ber. At Barnard Castle, it will spend 92 million
pounds on a sterile facility to make biotech
drugs, while Montrose will get 110 million for
a new unit making lung drug ingredients,
and 74 million at Ware will expand produc-
tion of its Ellipta inhaler. — Reuters

FRANKFURT: Deutsche Bank headquarters are photographed in Frankfurt, Germany.
Bank’s new co-CEO said its financial performance was unsatisfactory. Deutsche Bank
says its second-quarter profit dropped 98 percent as the company pushed ahead
with a restructuring effort and uncertainty over events such as Britain’s vote on
European Union membership weighed on markets. — AP 

Bankers ‘bete noire’ 
to lead Brexit talks

LONDON: Ryanair planes are seen at Stansted Airport in England. Ryanair said it will
reduce winter services at its main London hub and focus on other European bases
because of weakened British growth and consumer sentiment following Britain’s
vote to leave the EU. — AP 

ROME: Italian Premier Matteo Renzi (right) listens to British Prime Minister Theresa May during
a joint press conference at the end of their meeting in Rome on Wednesday, July 27, 2016. In
the background Rome’s landmark St Peter’s Basilica at the Vatican. — AP 

GlaxoSmithKline invests $361 
million in UK despite Brexit 
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biggest fall in sales 

in four years 


