
Business
SUNDAY, AUGUST 13, 2017

Boursa Kuwait up on 
renewed buying interest

Page 20

Concept of  ‘CO-’ 
inspires Lexus 
Design Award 2018 

Page 21

Job applications: How many is too many? 
Page 18

Venezuela’s worst 
economic crisis: 
What went wrong?

Page 19

PHOENIX: A shopper looks at t-shirts at a Marshalls & Home Goods retail store, part of the TJX Companies brand, in Phoenix. The Labor Department reports on US consumer prices for July. — AP

US consumer prices up slight 0.1% in July 
Inflation falling farther from Fed’s 2% goal

WASHINGTON: Consumer prices posted a
slight gain in July, with higher costs for med-
ical care and clothing offsetting declines for
hotel stays and consumer cellphone plans.

The Labor Department said Friday that its
consumer price index edged up 0.1 percent
last month after no gain in June and a 0.1 per-
cent fall in May. Core inflation, which excludes
volatile energy and food changes, was also up
a slight 0.1 percent in July. 

Both overall inflation and core inflation
have risen an identical 1.7 percent over the
past 12 months. That shows that inflation pres-
sures remain well under control. In fact, a sep-

arate inflation gauge favored by the Federal
Reserve has been slowing this year, raising
concerns that inflation is falling farther from
the Fed’s 2 percent goal.

“Today’s report is just the sort of ammuni-
tion the Fed doves need to argue against addi-
tional rate hikes this year,” said Chris Rupkey,
chief financial economist at MUFG in New
York, referring to the group of Fed officials
who generally argue for a go-slow approach
to hiking interest rates.

The Fed has raised its benchmark interest
rate in March and June, and has signaled it
plans a third rate hike before year’s end. But

private economists say the Fed may stand pat
for the rest of 2017 unless inflation accelerates
in coming months. The Fed’s preferred infla-
tion gauge showed a 12-month price gain of
2.2 percent in February, but its latest reading
has slowed to a gain of just 1.4 percent.

Joel Naroff, chief economist at Naroff
Economic Advisors, said that the low inflation
is actually a break for consumers at a time
when wage growth continues to lag. 

“The Fed may want inflation to pick up but
that would not be good news to households,”
Naroff said. “The only way spending power
has increased at all  is  that inflation has

remained below the Fed’s target rate.” Fed
Chair Janet Yellen has attributed the inflation
slowdown to temporary factors such as a
price war in the cellular phone industry that
has pushed monthly mobile phone charges
down. But she has also indicated that if her
view is proven wrong, she is ready to support
a change in the Fed’s plans for rate hikes. The
Fed meets again in September. Analysts
believe it will keep rates unchanged and may
not hike again until December.

For July, the CPI report showed that month-
ly wireless phone charges dropped 0.3 per-
cent. They are now down 13.3 percent over

the past 12 months, the biggest 12-month
decline in cell phone charges in 16 years. The
costs of hotel and motel stays plunged a
record 4.9 percent in July, the biggest one-
month on records that go back to 1997.

Clothing costs, which had been falling, rose
0.3 percent in July. Medical costs showed a 0.3
percent increase in medical services and an
even bigger 1 percent jump in medical prod-
ucts such as drugs. Energy costs dipped a
slight 0.1 percent in July with the cost of gaso-
line unchanged. Food costs were up a modest
0.2 percent. — AP 

PUERTO ORDAZ/CARACAS: Venezuelan
homemaker Carmen Rondon lives in the
countr y with the world’s largest oi l
reserves, but has spent weeks cooking
with firewood due to a chronic shortage
of home cooking gas - leaving her hoarse
from breathing smoke.

Finding domestic gas cylinders has
become increasingly difficult, a problem
that oil industry analysts attribute to
slumping oil output in the OPEC nation -
which is struggling under an unraveling
socialist economy. 

State oil company PDVSA says the
problem is due to difficulties in distribut-
ing tanks amid four months of anti-gov-
ernment protests in which its trucks have
been attacked.

“I’ve spent three weeks cooking with
wood and sometimes the food does not
even soften properly, I can’t stand it any-
more,” said Rondon, as she lined up to buy
a cylinder under the scorching sun in the
city of San Felix in southern Venezuela.

More than 100 people were ahead of
her in line. Nine out of 10 Venezuelan
homes rely on cylinders for home gas
usage, with only 10 percent receiving it
via pipelines, according to official figures.
The government launched a plan 12 years
ago to bring some 5 million households
onto the natural gas network but was
unable to follow through.

Venezuela’s socialist economy has
been in free-fall since the oil price col-
lapse in 2014, creating shortages of
everything from diapers to cancer med-
ication and spurring inflation to triple-
digit levels.

President Nicolas Maduro says he is
the victim of an “economic war” by the
opposition, and says violent street
protests are part of an effort to overthrow
him. With oil output near 25-year lows,
PDVSA has been forced to import liquid
petroleum gas, or LPG, which is used to
fill  natural gas cylinders.  Venezuela
imported 26,370 barrels per day of LPG in
the first half of 2017, according to data
seen by Reuters. PDVSA did not respond
to a request for comment.

Long lines to buy cylinders have
spurred protests. Demonstrators in May
burned 22 PDVSA trucks in a single day in
response to the shortages. The company
says it is now distributing gas cylinders at
night and before daybreak due to such
protests, which also include roadblocks
that prevent free movement of vehicles.

“It’s not fair that a country with so much
oil is going through this,” complained Maria
Echeverria, a 44-year-old homemaker, who
started waiting at dawn to buy a gas cylin-
der in San Cristobal, near the border with
neighboring Colombia. — Reuters 

DUBLIN: Last time British Prime Minister
Theresa May returned from a walking holiday,
she called what turned out to be-for her-a dis-
astrous election.

Not this time, it is assumed. But financial
markets and an eager public hoping she can
provide some Brexit clarity will probably have
to balance it with another week of sobering
economic reality. Less than 20 months out
from Britain’s March 2019 exit date from the
European Union, May’s government has yet to
agree on what kind of divorce it wants, let
alone make any meaningful progress on the

terms with EU counterparts.Some detail may
come with London expected to publish a
number of position papers setting out its
negotiating stance on a range of issues ahead
of the next round of talks between negotiators
in the last week of August. Whether or not
they paint a clearer picture of post-Brexit
immigration, trade and regulation remain to
be seen-as does the reaction of the EU itself.

But the latest economic snap shots next
week of wages, retail sales and inflation will
probably underline the economic challenge
gradually building up. Economists polled by

Reuters expect to see inflation tick up to 2.7
percent when figures for July are released on
Tuesday before peaking at 2.9 percent in the
last quarter of 2017. By contrast, labour market
data on Wednesday will show how far pay
increases lagged rising prices. The data is pro-
jected to show 1.8 percent year-on-year growth
for total wages in the three months to June.

Thursday’s retail sales report, meanwhile is
equally as unlikely to brighten economists’
view that the world’s fifth largest economy will
expand by 0.3 percent a quarter on average
over the coming year.

That compares with 0.4 percent in the EU
countries that use the euro, a trend likely to be
confirmed by next week’s second quarter
gross domestic product releases for Germany,
Italy and the euro zone as a whole.

“We expect the next round of key UK data
releases to be the final nail in the coffin for a
2017 Bank of England rate hike,” Viraj Patel,
currency strategist at ING, wrote in a note.

“While higher inflation figures may keep
lingering hopes (for a rate hike) alive, the slow-
ing trend in consumer activity, as well as
uncertainty over the degree of slack in the

labor market, should keep the hawks at bay.”
The Bank of England cut interest rates to a

record low 0.25 percent in the months follow-
ing last year’s Brexit vote and they won’t be
lifted until 2019, a Reuters poll forecast on
Thursday, a week after a Brexit-wary BoE cut
forecasts for growth and wages.

Nafta negotiations 
Amid a similarly packed US economic cal-

endar, talks also get under way on the North
American Free Trade Agreement between the
United States, Mexico and Canada with mar-
kets keeping an eye out-mainly on U.S.
President Donald Trump’s Twitter feed-for
fresh rumblings on trade protectionism.

Renegotiation, or the ditching, of NAFTA
was a key campaign promise of Trump’s, who
frequently called the 23-year-old trade pact a
“disaster” that has drained US factories and
well-paid manufacturing jobs to Mexico.

Mexico’s economy minister told Reuters on
Tuesday that he saw a 60 percent probability
that talks will be wrapped up by a soft end-of-
year deadline, but that nothing was certain.

The talks begin on Wednesday, the same
day minutes for the Federal Reserve’s last poli-
cy meeting are published, giving an insight
into whether policymakers were increasingly
split on the outlook for inflation last month.

Fed chiefs will have plenty to chew on in
real time with retail sales numbers for July due
out on Tuesday and consumer sentiment and
manufacturing surveys to follow later in the
week. “One question for the consumer back-
drop is whether we are seeing any squeeze in
confidence from the latest political chaos in
Washington,” said Investec economist Victoria
Clarke. Elsewhere, Japan also reports GDP for
Q2 while there is a flurry of releases from
China on Monday with retail sales and indus-
trial output set to be keenly watched after last
week’s disappointing trade data raised con-
cerns over global demand. — Reuters
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