
WASHINGTON: The White House says
President Donald Trump’s upcoming
budget will propose a whopping $54
billion increase in defense spending
and impose corresponding cuts to
domestic programs and foreign aid. The
result is that Trump’s initial budget
wouldn’t dent budget deficits projected
to run about $500 billion.

White House budget officials out-
lined the information during a tele-
phone call with reporters given on con-
dition of anonymity. The budget offi-
cials on the call ignored requests to put
the briefing on the record, even though
Trump on Friday decried the use of
anonymous sources by the media.
Trump’s defense budget and spending
levels for domestic agency operating
budgets will be revealed in a partial
submission to Congress next month,
with proposals on taxes and other pro-
grams coming later.

The big, approximately 10 percent
increase for the Pentagon would fulfill
a Trump campaign promise to build
up the military. The senior budget
office official said there will be a large
reduction in foreign aid and that most
domestic agencies will have to absorb
cuts. He did not offer details, but the
administration is likely to go after
longtime Republican targets like the
Environmental Protection Agency.
Tentative proposals for the 2018 budg-
et year that begins Oct. 1 are being
sent to agencies, which will have a

chance to propose changes to the cuts
as part of a longstanding tradition at
the budget office.

Trump’s budget, once finalized and
sent to Congress in mid-March, is sure
to set off a huge Washington battle.
Democrats and some Republicans are
certain to resist the cuts to domestic
agencies,  and any legislat ion to
implement them would have to over-
come a filibuster threat by Senate
Democrats. A government shutdown
is a real possibility.

Trump’s budget also won’t make
significant changes to Social Security
or Medicare, according to an adminis-
tration official. Capitol Hill aides con-
firmed details of the upcoming blue-
print on the condition of anonymity to
discuss information that’s not yet been
made public.

Trump’s first major fiscal marker will
land in the agencies one day before his
first address to a joint session of
Congress. For Trump, the primetime
speech is an opportunity to refocus his
young presidency on the core econom-
ic issues that were a centerpiece of his
White House run.

The upcoming submission covers
the budget year starting on Oct. 1. But
first there’s an April 28 deadline to finish
up the unfinished spending bills for the
ongoing 2017 budget year, which is
almost half over, and any stumble or
protracted battle could risk a govern-
ment shutdown then as well. —AP
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BARCELONA: A 5G connected car produced by Ericsson, SK telecom and BMW companies shown at the Mobile World Congress on the first day of the MWC in Barcelona, yesterday. Phone makers will seek to
seduce new buyers with artificial intelligence functions and other innovations at the world’s biggest mobile fair that started yesterday in Spain. —AFP (See Page 27)

GHAZIABAD: Struggling with customers
unable to pay on time and plummeting sales,
Indian small-business owner Ravi Jain fears
the government’s crackdown on cash will have
a much larger impact than predicted by top
policymakers. Jain’s bath taps manufacturing
firm Supreme, along with many other Indian
businesses, has been shaken by New Delhi’s
shock decision last November to scrap 86 per-
cent of the cash in circulation. And it wasn’t
certain when things will get back to normal as
much depends on a revival in consumer
spending.

“Demonetization has developed a psychol-
ogy among customers to spend only on essen-
tial items,” Jain told Reuters from his factory on
the outskirts of the Indian capital.

“We expect the cash situation to become
normal in a couple of months, but we don’t

know when this psychology will change.”  Asia’s
third-largest economy is tipped to slow down
to a near three-year low in the October-
December period, losing the title of the world’s
fastest-growing major economy to China. 

The median estimate from a Reuters poll
showed economists expect economic growth
to slip to 6.4 percent in the last quarter, lower
than China’s 6.8 percent in the same period and
slower than a 7.3 percent annual expansion in
the September quarter. The data is due today.

TEMPORARY PAIN  
Prime Minister Narendra Modi’s currency

ban, aimed at fighting tax evasion, corruption
and forgery, had caused huge disruption to
daily life, leaving farmers, traders and compa-
nies - reliant on cash transactions - in disarray.
Chief Economic Adviser Arvind Subramanian

last month said the official GDP figures may
not fully reflect the “real and significant hard-
ships” experienced by the informal sector, in
which an estimated nine out of 10 Indian
workers are employed. But the pain, policy-
makers promised, will be short-lived.

The Reserve Bank of India (RBI) has called
the slowdown a transitory phenomenon
and expects a sharp rebound in economic
growth in the next fiscal year as cash condi-
tions improve.  That confidence prompted
the central bank to keep interest rates on
hold this month and shift its monetary poli-
cy stance to “neutral” from “accommoda-
tive,”, signalling the end of the monetary-
easing cycle.

To be sure, the cash situation is improv-
ing gradual ly.  Currenc y in  c irculat ion
increased to 7.2 percent of GDP in mid-

February from 5.9 percent in early January,
the central bank data showed. But it was
lower than the 12 percent ratio before the
cash crackdown began.

With the cash situation still not back to
normal and weak consumer confidence,
many economists predict the aftershocks of
Modi’s move will linger for months.

FALTERING CONFIDENCE
Consumer confidence has fallen sharply

with households uncer tain about their
income, employment and spending capabili-
ty, according to RBI’s consumer confidence
survey published earlier this month. In rural
India, the situation is no better. Sales of two-
wheeler vehicles, a proxy for rural demand,
fell for a third straight month in January.

Leading consumer goods f irm Dabur

India, with exposure to rural India, slashed its
revenue growth guidance last month, citing
the demonetization fallout.

Indian companies had hoped for a fiscal
stimulus to revive consumer spending, but
the federal budget this month belied those
hopes. With factories running nearly 30 per-
cent below capacity, companies were not
ready for fresh investments until demand
roars back to life.

“We have seen extreme volatility in the
market ,” Ja in  sa id  about  his  company
Supreme,  whose sa les  have improved
slightly since dropping as much as 50 per-
cent after Modi’s November announcement.
“Once things stabilize ... we will think in
terms of expansion. But it would be reason-
able to assume that all this will take at least
a year.” —Reuters

India firms fear lingering aftershocks from cash ban

GDP growth tipped to slip to 3-yr low in December quarter

WASHINGTON: New orders for US-made capital
goods unexpectedly fell in January after three
straight months of strong gains, but did little to
change views that manufacturing was recover-
ing from a prolonged slump amid rising com-
modity prices.

The Commerce Department said yesterday that
non-defense capital goods orders excluding aircraft,
a closely watched proxy for business spending plans,
dropped 0.4 percent after an upwardly revised 1.1
percent increase in December. These so-called core
capital goods were previously reported to have
gained 0.7 percent in December. There were declines
in orders for primary metals and electrical equip-
ment, appliances and components, as well as com-
puters and electronic products.  Orders for machin-
ery and fabricated metal products rose.

Economists polled by Reuters had forecast core
capital goods rising 0.5 percent last month. January’s
drop in core capital goods orders likely reflects cau-
tion among businesses as they await details of the
Trump administration’s proposed tax reform.

US financial markets were little moved by the
report.  President Donald Trump has promised a
“phenomenal” tax plan that the White House said
would include tax cuts for businesses and individu-
als. Details on the plan remain vague, though
Treasury Secretary Steven Mnuchin said last week
that he wanted the tax relief enacted by August.

Expectations of tax cuts, increased infrastructure
spending and a lighter regulatory burden have boost-
ed business confidence in recent months, spilling
over into investment on capital goods. Business
investment shifted into higher gear in the fourth
quarter, with spending on equipment increasing at a
3.1 percent rate after four straight quarterly declines.
The Trump administration’s perceived business-
friendly policies, together with rising oil prices, are
driving manufacturing, which accounts for about 12
percent of the US economy. A strong dollar, however,
remains a challenge for manufacturers as it makes
their goods less competitive on overseas markets.

Shipments of core capital goods fell 0.6 percent
last month after jumping 1.6 percent in December.
Core capital goods shipments are used to calculate
equipment spending in the government’s gross
domestic product measurement.  A 6.0 percent
surge in demand for transportation equipment
buoyed overall orders for durable goods, items rang-
ing from toasters to aircraft that are meant to last
three years or more, which leapt 1.8 percent last
month. Durable goods orders decreased 0.8 percent
in December.

Last month’s surged reflected a 69.9 percent

jump in civilian aircraft orders. The surge came even
as Boeing reported on its website that it had
received orders for only 26 aircraft last month. 

Economists believe not all of the 290 aircraft
ordered in December were reflected in the durable
goods orders report for that month. Orders for motor
vehicles and parts rose 0.2 percent in January, while
bookings for defense aircraft soared 59.9 percent.

Pointing to continued manufacturing recovery,
unfilled orders of core capital goods increased 0.5
percent last month after rising 0.4 percent in
December. —Reuters

US core capital goods orders fall

MOBILE: The tail end of an Airbus A321 at the US manufacturing facility in Mobile,
Alabama. New orders for US manufactured goods rose in January after two straight
months of declines, bolstered by a large monthly swing in aircraft orders, the
Commerce Department reported yesterday. —AFP


