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Smartphone sales drive up Samsung Q2 profit
SEOUL: Solid sales of its flagship smartphone
and an aggressive cost-cutting drive saw
Samsung Electronics yesterday post a better-
than-expected gain in net profit for the sec-
ond quarter. The giant South Korean con-
glomerate said its key mobile division
enjoyed “substantial earnings improvement”
in the April-June period led by expanded
sales of its high-end Galaxy S7 and S7 Edge
phones.

Industry trackers estimate that the world’s
largest smartphone maker has sold about 26
million units of the S7 since it hit stores in
March ahead of launches by competitors,
including arch-rival Apple. The mobile divi-
sion accounts for the lion’s share of
Samsung’s business, but it has been increas-
ingly squeezed by competition both from
Apple’s iPhone and by lower-end devices
from Chinese rivals such as Huawei.
Samsung’s overall net profit for the second
quarter stood at 5.85 trillion won ($5.2 bil-
lion), up 1.7 percent from the previous year
and slightly above analyst estimates.

Marketing costs down 
Operating profit was up nearly 18 percent

at 8.1 trillion won, Samsung said in an earn-
ings statement, reflecting a sizeable cut in
mobile marketing costs — partly due to the
underwhelming performance of the iPhone.
The Samsung earnings came two days after
Apple announced a 27 percent second quar-
ter profit slump on a sharp drop in sales of its
iconic handset.

Television and component sales were also
strong in the April-June period, Samsung
said, with increased profits among premium
product ranges. “Looking ahead to the sec-
ond half of 2016, the company expects its sol-
id performance to continue... mainly driven
by earnings increase in the component busi-
ness due to sales growth in high value-added
products,” the statement said. It also flagged
a likely rise in mobile division marketing costs
with the launch of its latest outsized Galaxy
Note smartphone next week. The Note series
has never had as much of a sales impact as
the S-series smartphone, and there will be
increased competition with a new iPhone set
for release later in the year.

Currency concerns 
Greg Roh, an analyst at HMC Investment,

said a steady strengthening of the South
Korean currency could also eat into profit
margins. “It will be harder for Samsung in the
third quarter because of the stronger won
and an increase in marketing costs,” Roh said.
“The key point will be whether components-
like semiconductors-will be able to make up
for the loss in profits from finished products,”
he added.

Sustained profit gains from the company’s
cheaper smartphones, such as the J series,
also helped to boost Samsung’s mobile earn-
ings in the second quarter. Operating profit at
the mobile unit rose to 4.32 trillion won from
2.76 tril l ion won a year ago. Operating
income at the semiconductor unit was 2.64
trillion won, compared with 3.40 trillion won
a year earlier, as weaker demand pressured
component prices. The chip unit had helped
buttress Samsung’s profit margins when the
mobile business went into a protracted slump
from late 2014.

The world’s number-two chipmaker has
dominated production of faster, larger-capac-
ity chips using a technology called 3D NAND.
Samsung was the first to mass produce chips
using the technology and is producing the
high-margin chips-used in mobile gadgets
and hard drives for servers-at its factories at
home and in China. —AFP 

SEOUL: Middle school students try out Samsung Electronics’ Galaxy S7 Edge smartphones at the company’s showroom. — AP 

TOKYO: Political pressure on the Bank of
Japan to expand stimulus today is intensify-
ing with the economy minister calling on
the bank to work with the government to
boost economic growth. Prime Minister
Shinzo Abe sent a “powerful message” by
announcing a 28 trillion yen ($267 billion)
stimulus package on Wednesday, Economy
Minister Nobuteru Ishihara was quoted as
saying by Japanese media hours after the
announcement. The figure was larger than
markets had expected.

“I think people at the BOJ will take that
into account and make an appropriate deci-
sion. I  think (BOJ Governor Haruhiko)
Kuroda understands that the world is
watching,” he said in a television appear-
ance on Wednesday evening, the Kyodo
news agency reported. The remarks sug-
gest the earlier-than-expected announce-
ment of Abe’s economic package was an
attempt by the government to pressure the
BOJ into expanding stimulus at a two-day
rate review ending today.

“Abe’s announcement is a squeeze play
on the BOJ. The BOJ has to move now. It is
unavoidable,” said Hiroaki Muto, an econo-
mist at Tokai Tokyo Research Center. “There
is a growing sense that the BOJ cannot
move the market on its own, which is part
of the reason why the government wants to
combine fiscal and monetary policy.”

Inflated package
Abe’s announcement of the package

boosted Japanese stocks on Wednesday
and reinforced market expectations that
the BOJ will match fiscal stimulus with
another dose of monetary expansion. But

the package is inflated by 15 trillion yen of
loans from quasi-government financial
institutions, loan guarantees and subsidies
to private firms, sources briefed on the mat-
ter told Reuters. Direct fiscal spending
would be only around 7 trillion yen, just a
quarter of the total package, the sources
said, which could disappoint some market
players expecting bigger outlays.

Another 6 trillion yen will be for a fiscal
loan and investment program aimed at
spurring private-sector spending such as for
construction of a “maglev” train line.
Japan’s Nikkei average declined more than
1 percent yesterday as the initial hype over
Abe’s package fizzled. The market’s atten-
tion is now squarely focused on the BOJ.

There is near-consensus in markets the
BOJ will sharply cut its inflation forecasts
and further ease policy by expanding its
already massive asset-buying program and
possibly cutting interest rates deeper into
negative territory. But the central bank
appears in little mood to deploy radical
steps to overwhelm hyped-up market
expectations, even if it were to ease.

Many BOJ policymakers prefer to hold
off on easing today, worried about the
growing risks of further asset purchases,
which are drying up bond market liquidi-
ty. But Ishihara’s remarks suggest that
political considerations may nudge the
BOJ into action, even as it struggles to
revive the economy with dwindl ing
ammunition. Sources familiar with the
deliberations say finance ministry officials
have been pressuring the BOJ behind the
scenes to ease today to drive borrowing
costs even lower. —Reuters 

Pressure for BOJ 

easing intensifies
SEOUL: LG Electronics Inc said yesterday its
second-quarter net income jumped 19 per-
cent thanks to strong sales of high-end TVs
and home appliances that outweighed anoth-
er quarterly loss in its handset business. Its
April-June earnings came in at 268.51 billion
won ($238.59 million), on sales of 14 trillion
won ($12.44 billion).

LG said its TV and home appliance divisions
reported the strongest results in the compa-
ny’s history. The TV business saw higher profit
even as its sales and shipments dropped due
to lower sales in emerging markets. Instead,
its portion of premium models, such as the
OLED TV, went up, boosting profitability. The
company expected that demand for the high-
end TVs would be robust during the current
quarter. But its mobile phone division was in
the red for a fifth straight quarter despite the
company’s ambitious launch of the G5 smart-
phones.

Initially, the G5 received positive reviews
with its modular designs that feature a bot-
tom that pops out and can be swapped in
with other hardware. But LG failed to increase
sales of flagship phones. Its overall smart-
phone shipment declined from last year. LG’s
mobile phone division lost 153.5 billion won
($132.1 million) during the quarter. The com-
pany’s handset business has never been prof-
itable since April last year and it quickly lost
market shares to up-and-coming Chinese
phone makers. The company said its mobile
division’s performance will improve in the
next quarter with the launch of its V series
smartphones, which feature a large screen,
and more mid- and low-end models. — AP 

LG’s TV profits up 

but mobile in red


