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File photo shows, workers assemble sneakers at a factory in Jinjiang city in
southeast China’s Fujian province. Private and official surveys show that
China’s factory activity rose to a two-year high in October 2016, suggesting
the world’s No. 2 economy is stabilizing. —AP

BEIJING: Activity in China’s manufacturing
sector expanded at the fastest pace in over
two years in October thanks to a construction
boom, with smaller firms growing more
upbeat, suggesting the world’s second-
largest economy is stabilising and getting on
steadier footing.

Signs of a more broader-based recovery
will be welcomed by the government amid
growing views that a housing rally may have
peaked. Much of China’s better-than-expect-
ed growth this year has been highly reliant on
spending by often inefficient state firms as
private investment languished.

The official Purchasing Managers’ Index
(PMI) stood at 51.2 in October, much stronger
than September and the highest reading
since July 2014. Economists had expected a
far more modest reading of 50.4, in line with
the previous month. Levels above 50 indicate
an expansion in activity on a monthly basis.

China’s economy expanded at a steady 6.7
percent clip in the third quarter and looks set
to hit Beijing’s full-year target of 6.5 to 7 per-
cent, fueled by stronger government infra-
structure spending, record bank lending and
a red-hot property market that are adding to
a growing pile of debt.

The construction spree has fueled
stronger demand and higher prices for build-
ing materials from cement to steel, boosting
sales for related companies from engineering
firms to property agents. Global construction
equipment maker Caterpillar said last week it
sees further modest improvement in 2017.
“The significant improvement in PMI is large-
ly driven by commodity prices,” said
Singapore-based economist Zhou Hao at
Commerzbank.

Beijing’s plans to cut excess industrial
capacity and factories’ need to replenish low
inventories are also buoying prices for com-
modities such as coal and steel, and boosting
profits, said David Qu, a Shanghai-based
economist from ANZ.

Factory output accelerated in October,

with the sub-index rising to 53.3 in October
from 52.8 in September. Total new orders also
showed solid improvement, rising to 52.8
from September’s 50.9. But new export
orders contracted slightly, pointing to persist-
ent sluggishness in global demand that has
weighed on Asia’s export-reliant economies
for nearly two years.

A similar business survey showed activity
in China’s services sector expanded at the
fastest pace since December 2015, with the
official reading picking up to 54.0 in October
from 53.7 in September.

PRIVATE SECTOR PICKING UP?
Both the official factory survey and a pri-

vate survey by Caixin/Markit showed condi-
tions were improving for smaller and medi-
um-sized Chinese firms, which have strug-
gled for traction as Beijing relies more on
large state firms to spur activity.

The Caixin survey showed output expand-
ed at the quickest pace since March 2011. If
the trend does not prove to be a flash in the
pan, it may suggest that government efforts
to revive weak private investment are starting
to pay off. Private investment growth picked
up to 4.5 percent in September after falling to
record lows in recent months.

“I suspect the growth has more to do with
a recovery in private investment,” said Capital
Economics’ Julian Evans-Pritchard in
Singapore. “The government has been doing
a lot to lower the borrowing costs for the pri-
vate sector. But I doubt the strength will sus-
tain as those measures are not fundamental
reforms,” He said.

IS GROWTH SUSTAINABLE?
While Asian stock markets edged higher

after the upbeat China reports, financial mar-
kets remain unconvinced about how long the
rebound can last, especially given the rapid rise
in debt being used to fuel growth, said Cliff Tan,
East Asia head of global markets research at
Bank of Tokyo-Mitsubishi UFJ. —Reuters

China Oct factory 
activity expands

NEW YORK: US companies significantly
accelerated merger and acquisition activ-
ity in October ahead of the finale of a
hard-fought presidential election cam-
paign that has financial markets on edge.

In the latest examples of mega deal-
making, US telecom group CenturyLink
on Monday announced it was acquiring
Level 3 Communications for $34 billion
including debt, while General Electric
unveiled plans to merge its oilfield unit
into Baker Hughes, with an implied cur-
rent market value of the merged compa-
ny of $45-50 billion. The two deals, plus a
slew of takeovers unveiled earlier in the
month, came as the  close and con-
tentious US presidential campaign
between Republican Donald Trump and

Democrat Hillary Clinton entered the
homestretch. The outcome could have
major implications for key US economic
policies, including international trade
and taxes. 

Markets are also gearing up for a like-
ly move by the Federal Reserve to
increase interest rates in December,
which would raise the cost of debt.
Investment bankers highlighted the
prospect of higher interest rates down
the road as they prodded companies to
pull the trigger on deals. 

“Now the pitch is ‘Fund your deal with
debt... Rates will never be lower!,” said a
note from Convergex chief market
strategist Nicholas Colas. 

Colas, in an interview, said the trans-

actions are a sign of underlying confi-
dence in the US economy. “It says that
CEOs and boards are fairly comfortable
with where their businesses are current-
ly,” he said. 

“They wish growth were better, but
they don’t see a big drop in the near-
term horizon. If they did, they obviously
wouldn’t be making big bet-the-farm
acquisitions.”

“No matter what the change in policy
may be in the White House or Congress,
no matter what the (interest) rates are,
overall the economy is still going to be in
a good place going forward,” said JJ
Kinahan, chief market strategist at TD
Ameritrade. “Your business is still going
to be better off.”

Near-record deal-making 
Dealmaking picked up considerably

in October, data show. While the first
three quarters of 2016 saw relatively few
large merger and acquisition transac-
tions, October was the second biggest
month ever for US deals, according to
Dealogic. There were 602 transactions
worth $329 billion last month, just $3 bil-
lion short of the record in July 2015.  The
most controversial is AT&T’s plan to buy
Time Warner, parent of CNN, HBO and
Warner Brothers movie studio, for $85.4
billion. The deal has prompted criticism
that the concentration of entertainment
assets will harm consumers.

Trump, who has harshly criticized big
companies including Apple and Ford

during the course of his campaign, has
lambasted the transaction, while
Clinton’s campaign has pledged to close-
ly scrutinize the deal. Other large acquisi-
tions include tobacco giant British
American Tobacco’s proposed $47 billion
buyout of the remaining stake in
Reynolds it does not own, and semicon-
ductor giant Qualcomm’s proposed
takeover of Dutch company NXP, also for
$47 billion.

The deals, and hundreds of smaller
transactions, stemmed from a variety of
motivations, but in general, mergers can
be useful in opening up cost-cutting
opportunities or access to new markets
during a slow-growth period, analysts
said. —AFP

US merger wave surges ahead of presidential election

WASHINGTON: US factory activity
increased for a second straight month
in October amid a pickup in produc-
tion and hiring, supporting views
manufacturing would regain some
momentum in the fourth quarter.

The Institute for Supply Management
(ISM) yesterday said its index of national
factory activity rose 0.4 percentage point
to a reading of 51.9 percent last month. A
reading above 50 indicates an expansion
in manufacturing, which accounts for
about 12 percent of the US economy.

The production sub-index gained
1.8 percentage points to 54.6. But a
gauge of new orders slipped to a read-
ing of 52.1 from 55.1 in September,
suggesting any future gains in manu-
facturing activity would be modest. A
measure of factory employment
jumped 3.2 percentage points to a
reading of 52.9. The data came as
Federal Reserve officials gathered for a
two-day meeting to deliberate on
monetary policy. The US  central bank
is not expected to raise rates at the
end the meeting today, which comes
less than a week before the Nov. 8
presidential election, but is expected
to do so in December.

Manufacturing has been ham-
strung by the lingering effects of the
dollar’s surge between June 2014 and
December 2015, which has con-
strained exports. The collapse in oil
drilling activity in the aftermath of a
plunge in oil prices has also weighed
on factories. That has contributed to
business spending on equipment
declining for four straight quarters.

TURNAROUND LIKELY MODEST
While there are signs that a turn-

around may be imminent, any gains in
manufacturing will likely be mild.
Heavy machinery maker Caterpillar
last week reported a 49 percent drop
in third-quarter profit from a year ago
and lowered its full-year revenue out-

look for the second time this year.
Caterpillar said demand for new heavy
machinery had been undercut by an
“abundance” of used construction
equipment, a “substantial” number of
idle locomotives and a “significant”
number of idle mining trucks.

Last month, 10 manufacturing
industries, including nonmetallic min-
eral products, furniture, and computer
and electronic products reported
growth. The eight industries reporting
contraction in October included
wood products, apparel and primary
metals.

US financial markets were little
moved by the data. In a separate
report yesterday, the Commerce
Department said construction spend-
ing slipped 0.4 percent after an

upwardly revised 0.5 percent drop in
August. Construction outlays were
down 0.2 percent from a year ago.

Economists polled by Reuters had
forecast construction spending rising
0.5 percent in September after a pre-
viously reported 0.7 percent drop in
August. July’s outlays were revised up
to show them rising 0.5 percent
instead of falling 0.3 percent as previ-
ously reported.

Spending on private construction
projects dipped 0.2 percent in
September, with outlays on residen-
tial construction rising 0.5 percent
after falling 1.2 percent in August.
The government reported on Friday
that residential construction was a
drag on economic growth in the third
quarter.

Spending on private nonresiden-
tial structures, which includes facto-
ries, hospitals and roads, tumbled 1.0
percent in September, the largest
drop since December 2015, after ris-
ing 0.5 percent the prior month.
Investment in nonresidential struc-
tures contributed to the economy’s
2.9 percent annualized growth rate in
the third quarter.

Public construction spending
declined 0.9 percent in September,
falling to its lowest level since March
2014. Outlays on state and local gov-
ernment construction projects fell 0.8
percent, declining for a third straight
month. Federal government con-
struction spending tumbled 1.9 per-
cent after surging 4.8 percent in
August. —Reuters

US factory activity expands, 
construction spending falls

Manufacturing employment, production pick up

MOBILE: This file photo taken on September 13, 2015 shows the tail end of an Airbus A321 at
the Airbus manufacturing facility in Mobile, Alabama. —AFP

TOKYO: Japan’s central bank yesterday again
pushed back the timeline for hitting its inflation
goal, the latest policy change that has raised
questions about its attempt to revive the defla-
tion-plagued economy. The Bank of Japan has for
more than three years embarked on a bond-buy-
ing stimulus program to try to keep interest rates
ultra-low and increase borrowing and spending.

The scheme was introduced by BoJ governor
Haruhiko Kuroda in conjunction with a govern-
ment spending drive that Prime Minister Shinzo
Abe hoped would drag the world’s number three
economy out of years of torpor.

But in a fresh sign that authorities are still
struggling, the bank said it now expects to hit
two percent inflation by March 2019 — four
years later than its original target and the latest
in a string of delays.

It also leaves the next move up to Kuroda’s
successor as the target date is almost a year after
his term ends. Kuroda on Tuesday denied there
was any connection between the new target and
his term, and blamed the BoJ’s failure to drive up
prices on a drop in crude futures and weak
demand overseas.

“Of course, it is extremely regrettable that the
target was not reached in  two years,” Kuroda told
reporters, declining to comment on whether the
government would look to extend his term.
Japan’s prime minister hand-picked Kuroda to
help drive his ‘Abenomics’ growth blitz of big
spending, easy money and structural reforms,
unveiled in early 2013.

The programme sharply weakened the yen-
fattening corporate profits-and set off a stock
market rally that spurred hopes for a once-soar-
ing economy caught in a deflationary spiral of
falling prices and lacklustre growth.

Nowhere near 
But growth remains fragile while inflation is

far below the BoJ’s target.  Data last week
showed consumer prices fell in September for a
seventh straight month. “What we’re seeing now
is nowhere near what the bank had said would
happen,” said Tsuyoshi Ueno, senior economist at
NLI Research Institute in Tokyo. “Their initial pro-
jection was not very good.”

The BoJ hoped that consumers would spend
more if prices were rising, persuading firms to
expand operations and getting the world’s num-
ber three economy humming. But wage growth

has fallen below expectations, meaning workers
have less money to spend. Abe’s promises to cut
through red tape-the key third plank of
Abenomics-have also been slow in coming.

Japan’s central bank Tuesday cut back its con-
sumer price forecast for the current fiscal year
ending March 2017 and for the subsequent two
years.

In September the bank revealed it would
switch its focus to 10-year government bonds
and pledged to keep its yield around zero, by
buying as few or as many as necessary.

It said it would also cut back on the number of
longer-dated bonds it holds to try to reduce the
price of long-term securities. The plan is to
increase their yield, marking the latest effort to
persuade Japanese consumers that the price of
goods and services will rise in the future.

But analysts said the move was an admission
of defeat which highlights the limits of central
bank power. After yesterday’s meeting the bank

said: “Risks to both economic activity and prices
are skewed to the downside”.

The bank did not alter monetary policy yester-
day, including its 80 trillion yen ($763 billion)
annual asset-purchase program. It also left
unchanged a negative interest rate policy
designed to spur lending and growth.

“However, policymakers are showing concern
about the sharp moderation in price pressures,
and we still expect further stimulus in coming
months,” Marcel Thieliant from research house
Capital Economics said in a commentary after
the BoJ decision.

On Monday figures showed Japan’s factory
output and retail sales were flat in September,
suggesting tepid expansion in July-September
economic growth. The economy contracted in
the last three months of 2015, before bouncing
back in January-March with a 0.5 percent rise
quarter-on-quarter and then a 0.2 percent
expansion in April-June. —AFP

BoJ delays inflation goal 
in blow to ‘Abenomics’

DUBAI: Saudi Arabia’s stock market ended a
nine-day rising streak yesterday as banking
shares were hit by profit taking, while bours-
es in the rest of the region were mixed.

The Saudi stock index had surged 10.1
percent over the nine trading days through
Monday, led by banks, after Riyadh’s huge
international bond issue reduced jitters
about the economy’s ability to cope with
low oil prices and began to ease tight bank-
ing system liquidity. Yesterday, however, the
index retreated 0.3 percent as the banking
sector pulled back 0.6 percent. The biggest
lender, National Commercial Bank, closed
flat at 43.80 riyals.

The petrochemical sector, the market’s
other big sector, fell 0.8 percent after oil
prices dropped overnight.  Most shares gain-
ing ground were second- or third-tier stocks
favored by local retail speculators, such as Al
Sagr Cooperative Insurance, which was up
1.3 percent.

The replacement overnight of veteran
finance minister Ibrahim Alassaf with
Mohammed Al-Jadaan, previously chairman
of the Capital Market Authority, had no sig-
nificant impact on the market. Alassaf car-
ried out sharp spending cuts in the past year
but austerity is expected to continue under

Deputy Crown Prince Mohammed bin
Salman, who oversees economic policy.

Dubai’s stock index dropped 0.3 percent
as real estate blue chip Emaar Properties lost
1.6 percent.  But Dubai Investments gained
1.5 percent after reporting a 35.9 percent
rise in third-quarter net profit to 334.4 mil-
lion dirhams ($91 million). Abu Dhabi’s index
was flat and Qatar rose 0.3 percent as prop-
erty firm Ezdan Holding jumped 3.5 percent;
it had edged down to a seven-month low on
Monday after reporting a flat third-quarter
profit.

In Egypt, the index climbed 0.7 percent
but foreign investors were net sellers by a
large margin for a second straight day
because of speculation that a major curren-
cy devaluation could be imminent, given
the Egyptian pound’s plunge in the black
market.

Property developer Amer Group Holding
climbed to 0.25 pound from 0.24 pound
after reporting a rise in third-quarter consol-
idated net profit to 76.3 million pounds ($8.6
million) from 43.6 million pounds a year ago.
Egyptians for Housing Development and
Reconstruction Co jumped 6.5 percent after
saying a block trade of 5.175 million of its
shares had been executed. —Reuters

BASEL: A picture taken yesterday at Syngenta headquarters in Basel shows the logo
of Swiss pesticide and seed company. The European Commission last week opened
an in-depth investigation into state-owned ChemChina’s 40-billion-euro takeover of
Swiss seeds giant Syngenta to see if it would hurt competition. —AFP

Saudi ends 9-day winning 
streak, region mixed
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