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US layoffs remain low
Weekly jobless claims rise 2,000

WASHINGTON: The number of Americans filing for unem-
ployment benefits rose less than expected last week, pointing
to sustained labor market strength that could push the
Federal Reserve closer to raising interest rates. Other data yes-
terday showed planned layoffs by US-based employers
decreased 29 percent in August and labor costs in the second
quarter rose far more than previously reported.

Initial claims for state unemployment benefits increased
2,000 to a seasonally adjusted 263,000 for the week ended
Aug 27, the Labor Department said yesterday. Economists
polled by Reuters had forecast first-time applications for job-
less benefits rising to 265,000 in the latest week. It was the
78th consecutive week that claims remained below the
300,000 threshold, which is associated with a robust labor
market. That is the longest stretch since 1970, when the labor
market was much smaller.

With the labor market nearing full employment, there
probably is limited scope for further declines in claims. The
four-week moving average of claims, considered a better
measure of labor market trends as it irons out week-to-week
volatility, fell 1,000 to 263,000 last week. US stock futures
trimmed gains after the data, while US Treasury prices were
little changed. The dollar was slightly higher against a basket
of currencies. The claims data has no bearing on Friday’s
employment report for August as it falls outside the survey
period. Layoffs declined last month.

Unit labor costs jump
In a separate report, global outplacement consultancy

Challenger, Gray & Christmas said employers in the United
States announced plans to shed 32,188 workers from their
payrolls in August, down from 45,346 in July. The computer
sector dominated job cuts last month, with Cisco Systems
announcing plans to reduce its workforce by 5,500. There
were also layoffs in the energy, industrial goods and enter-
tainment and leisure sectors.

According to a Reuters survey of economists, nonfarm
payrolls likely increased by 180,000 jobs in August after rising
by 255,000 in July. The unemployment rate is seen falling one-
tenth of a percentage point to 4.8 percent. August’s anticipat-
ed step-down in job gains would follow two straight months
of payroll increases above 250,000. Friday’s employment
report could determine whether the Fed raises interest rates
again later this month or in December. The US central bank
increased its benchmark overnight interest rate last
December for the first time in nearly a decade. Sustained
declines in worker productivity and a spike in labor costs in
the second quarter could raise concerns about already tepid
corporate profits, which could impact hiring.

In another report, the Labor Department said unit labor
costs, the price of labor per single unit of output, increased at
a 4.3 percent annual rate as opposed to the 2.0 percent pace
reported last month. The trend in labor costs growth, howev-
er, remains moderate. Unit labor costs rose 2.6 percent from a
year ago. Hourly compensation per hour jumped at a 3.7 per-
cent rate in the second quarter instead of the previously
reported 1.5 percent pace. Productivity, which measures
hourly output per worker, dropped at a 0.6 percent annual
rate instead of the 0.5 percent pace of decline reported last
month. It was the third consecutive quarterly drop. — Reuters

LONDON: British manufacturing staged
one of its sharpest rebounds on record in
August, a post-Brexit surprise that could
prompt the Bank of England to rethink the
need to cut interest rates again if other sur-
veys confirm the trend. The recovery far
outstripped all economists’ forecasts, deliv-
ering the strongest signal yet that Britain’s
economy is performing better than initially
feared after the June 23 referendum vote
to leave the European Union. The
Markit/CIPS Purchasing Managers’ Index
(PMI) - a closely watched gauge of factory
activity - jumped to a 10-month high of
53.3 in August after tumbling to a three-
year low of 48.3 in July in the immediate
aftermath of the referendum.

Sterling soared by more than a cent
against the dollar after the five-point
monthly increase, which was the joint-
largest in the manufacturing survey’s near-
ly 25-year history. “We would expect manu-
facturing exports to fare well post-Brexit
because they gain from falling sterling, but
the surprise is that domestic business
picked up too,” Investec economist Chris
Hare said. Manufacturing only makes up
about 10 percent of Britain’s economy but
if the service sector PMI, due on Monday,
shows the same trend, it would prompt a
rethink among many economists about the
short-term Brexit hit to Britain.

The BoE has predicted no growth in the
economy in the second half of 2016 and
members of its Monetary Policy Committee
(MPC) have said they are ready to cut
already record-low interest rates further. “If
the sharp rebound in the manufacturing
PMI is mirrored in the services PMI, which

covers more than half of the UK economy,
chances are that the MPC would not cut
Bank Rate in November,” economists at Citi
wrote in a note to clients. Since the referen-
dum, consumer demand has held up more
strongly than economists expected but
other surveys have shown businesses
sharply cutting back on investment.

One of Britain’s biggest recruiters, Hays
Plc, said hiring weakened significantly
shortly after the June 23 vote to leave the
EU as private sector clients became hesi-
tant to take on new staff. The EEF manufac-
turers trade body said firms “appear to
have their mojo back in August” but added
the figures probably exaggerated the sec-
tor’s true strength and would weaken.
Markit, which compiled the PMI, said com-
panies restarted work they had put on hold
in July as clients saw business starting to
return to normal. There was also an inflow
of new export orders on the back of a
cheaper currency.

Longer-term hit?
After the unexpected Brexit vote, ster-

ling fell by more than 10 percent against
the dollar and the euro, losses that have
not been recouped as markets bet on a
long-term hit to British economic perform-
ance. Weak PMI surveys in July suggested
the economy had begun to contract at the
fastest rate since the 2008-09 financial cri-
sis and were a big factor behind the BoE’s
decision on Aug. 4 to cut rates to a record
low and restart bond purchases.

Most of the bank’s policymakers also
expected to cut rates again this year if the
economy worsened as they anticipated -

something a repeat of yesterday’s figures
would call into doubt. “There are growing
indications that the true impact of higher
uncertainty following the referendum will
instead bleed in over time, rather than
showing up conspicuously in one or two
quarters,” J.P. Morgan economist Allan
Monks said. August’s manufacturing PMI
showed export orders flowed in at their
fastest rate since June 2014, though over-
all order growth was below June’s rapid
pace. Factories reported that they
increased output by the highest amount
since January.

A survey published last week had
shown export orders rising at the fastest
rate in two years in the first part of August,
but more subdued domestic demand than
the PMI. In the longer run, Britain’s access
to European export markets remains
uncertain. Prime Minister Theresa May’s
new government has not said when it will
start formal talks to leave the EU and has
given no detail on whether it would allow
unlimited EU migration in return for con-
tinued easy trade access - a likely demand
of other countries in the bloc.

The flip side of the short-run boost to
exports from a weaker currency is signs of
rising inflation pressure. The PMI survey
showed the biggest rise in input costs in
more than five years and manufacturers
raised the prices they charged customers
at the sharpest rate since mid-2011. The
BoE expects higher inflation and lower liv-
ing standards to be one of the main costs
for households from the vote to leave the
EU, outweighing gains to trade from a
weaker currency. — Reuters

Bounce in British factories 
sparks BoE rate cut doubts

Sterling surges as doubts surface 

WASHINGTON: International Monetary
Fund Managing Director Christine Lagarde
said the institution will likely downgrade
its 2016 global growth forecast again as
economic prospects are dimmed by weak
demand, flagging trade and investment
and growing inequality. Lagarde said in an
interview that G20 leaders need to do far
more to spur demand, bolster the case for
trade and globalization, and fight inequal-
ity. And while some major threats to the
global economy have yet to materialize,
such as recession sparked by Britain’s vote
to leave the European Union or a collapse
in Chinese growth, she described the
overall outlook as “slightly declining
growth, fragile, weak and certainly not
fueled by trade.”

“You could argue that Brexit is not really
delivering the massive crisis that we had
expected, you could argue that the
Chinese transition is proceeding reason-
ably well, and you could argue that low
commodity prices have gone up a little
bit,” Lagarde said. “So this is on the sur-
face.” “However, when you look deep
down at the economic growth prospects,
at the growth potential, at the productivity,
we are not getting very good signals, and
we will probably be revising down our

forecast for growth in 2016.”
The IMF is due to revise its World

Economic Outlook forecasts in early
October ahead of its annual meetings.
Another cut would be the sixth straight
growth markdown in about 18 months.
Citing global uncertainty over the June 23
Brexit vote, the IMF in July cut global GDP
growth estimates to 3.1 percent for 2016
and 3.4 percent for 2017 - down about a
tenth of a point for each year. The full eco-
nomic impact of the Brexit crisis will proba-
bly not be fully known until 2017, when
more will become apparent about the
shape of the future UK-EU relationship,
Lagarde said.  But she noted that Britons’
wealth has already been eroded by a 15
percent decline in the pound’s value, and
that UK consumer and business confidence
data was weak.

Lagarde said she will tell G20 leaders on
Sunday and Monday in Hangzhou, China
that further reductions in growth potential
and more obstacles to the free movement
of goods, services, capital and people
would hurt all of them. She said people
harmed by trade and innovation need to
be helped by policies to allow them to
retrain and acquire new skills and job
mobility. “This is something that all coun-

tries and all governments should be con-
cerned and mobilized about,” Lagarde
said. The IMF said in a briefing note to G20
leaders that falling trade volumes have
contributed to lower GDP growth and
urged them to make a stronger case for the
benefits of trade.

Egypt loan deal 
Lagarde said she would be spending

the next several days speaking with senior
officials in a number of countries to per-
suade them to contribute to about $5 bil-
lion to $6 billion in bilateral financing to
support Egypt. The funds are needed to
allow a $12 billion IMF loan program to be
approved by the Fund’s board. “The fact
that Egypt has now reached an agreement
with the IMF is an indication that they are
taking their economic restructuring, their
economic objectives seriously, and that
should encourage either friendly neigh-
boring countries or other bilateral partners
to actually participate in the funding,” she
said. While this is likely to include Middle
Eastern and Gulf states that have histori-
cally supported Egypt, it also may include
other countries that “are willing to chip in”
to help Egypt reach its considerable eco-
nomic potential. — Reuters

NEW YORK: Photo shows an employment application
form on a table during a job fair at Columbia-Greene
Community College in Hudson, NY. The Labor
Department released its weekly report on applica-
tions for unemployment benefits yesterday. — AP 

IMF likely to cut growth 
outlook as trade wanes 


