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BRUSSELS: Eurozone inflation rose closer to the European
Central Bank’s 2.0  percent target in August confirming a ten-
tative economic recovery in Europe, official EU figures
showed yesterday.

The fresh data will reinforce hopes that, despite uncertain-
ty and the unknowns of Brexit, the eurozone is emerging
from the worst of the financial crisis that began in 2008.
Consumer prices in the 19-nation single currency area rose
1.5 percent, bolstering speculation that the ECB will roll back
its crisis-fighting easy money policies as the euro area recov-
ery picks up speed.

“In all, the data suggests that the ECB’s strong policy sup-
port is becoming less necessary,” said Capital Economics ana-
lyst Jennifer McKeown. The ECB has set interest rates at
record lows, offered cheap loans to banks and embarked on a
2.3-trillion-euro bond buying stimulus scheme in a bid to
boost growth and push inflation upwards.

It is currently scheduled to buy 60 billion euros in bonds a
month until the end of this year, and analysts expect the bank
to begin gradually winding down the scheme, known as
quantitative easing (QE), next year. Closely watched core
inflation, which strips out volatile energy prices, was flat at 1.2
percent, which is higher than the far lower rates seen for the
past few years.

The data will “support the case for the ECB to taper its
asset purchases next year, but it probably won’t announce its
plan until next month,” analyst McKeown said. The jobless
rate in the 19-nation single currency area meanwhile
remained stable at 9.1 percent, the lowest level since
February 2009, the Eurostat statistics agency said. Joblessness
edged up in France and Italy last month, but fell in Germany,
the eurozone’s economic powerhouse.

The highest unemployment rates were in struggling

Greece, at 21.7 percent, and Spain at 17.1 percent, very high
but well off much worse  figures seen in past years.

Unemployment across the 28-nation EU was meanwhile
stable at 7.7 percent in June, the lowest rate for the bloc since
December 2008.

Unemployment in Germany held at record lows in August,
official data showed yesterday, as a general election looms in
September where Chancellor Angela Merkel’s conservatives
are widely expected to win. Joblessness in Europe’s largest
economy stood at 5.7 percent this month, in seasonally-
adjusted figures from the Federal Labor Agency (BA).

“Strong growth in employment continues and companies’
demand for new workers remains high,” BA chief Detlef
Scheele said. 

In absolute terms, the number of people unemployed fell
by 5,000 to 2.532 million in August in seasonally-adjusted
terms. Unadjusted figures-which are less representative of
underlying trends-showed a slight rise in unemployment this
month, however, adding 0.1 percentage point month-on-
month to 5.7 percent.

In concrete terms, the unadjusted jobless total increased
by 27,000 to 2.545 million. The jobless count typically increas-
es over the summer as students graduate  from school, uni-
versity or vocational training and register as jobseekers.  Most
economists expect a run of solid economic growth in
Germany to continue towards the end of the year, keeping
unemployment in check.

During her reelection bid, Merkel has bet on the good
times continuing, vowing to achieve full employment-or an
unemployment rate of around 3.0 percent-by 2025. Germans
vote on September 24, with the chancellor’s centre-right
Christian Democratic Union enjoying a comfortable lead in
opinion polls. — AFP

Eurozone inflation rises, 
jobless rate at 8-yr low 

German unemployment rate holds record low 

HONG KONG: Chinese manufacturing
activity picked up pace in August,
according to an official survey indicating
a crucial component of the world’s sec-
ond-biggest economy is holding firm.

The data released yesterday showed
the monthly factory purchasing man-
agers’ index rose to 51.7 from 51.4 in
July. The index is based on a 100-point
scale on which numbers above 50 indi-
cate expansion. It’s the 13th straight
month the PMI has posted an expan-
sion, according to the data compiled by
the Federation of Logistics & Purchasing
released through China’s official statis-
tics website.

Output rose and overall new orders
expanded but export orders grew at a
slower pace, according to the survey’s
sub-indexes, indicating that domestic
demand was strengthening at the
expense of global demand.

A separate index measuring non-
manufacturing activity fell for a second
month, slipping to 53.4 from 54.5 previ-
ously, reflecting slowing momentum in
China’s services sector.

Economists will also look for the
release today of the private
Caixin/Markit manufacturing PMI to get
a more comprehensive picture of the
economy. The federation’s survey is
focused more on large, state-owned
companies while the Caixin index is
weighted more to smaller, private enter-
prises, and the two don’t always move in
the same direction.

The latest numbers follow trade data
released earlier in August showing that
growth in both exports and imports
slowed from July, in a discouraging sign
for demand.

Forecasters expect China’s eco-
nomic growth to slower this year as
b a n k  l e n d i n g  c o n t r o l s  a i m e d  a t
slowing rising debt levels start  to
take hold. — AP 

China manufacturing growth 
picks up, service industry slips

China Construction 
Bank profits rise

SHANGHAI: China Construction Bank, one of the country’s
“big four” financial institutions, reported a moderate first-
half profit rise and improving asset quality as a government
crackdown on bad debt kicked in. The bank’s earnings
were posted Wednesday night, hours after China’s three
other big state-owned lenders announced similar results
for January-June, which they credited to the de-leveraging
campaign and stabilizing economic fundamentals.

China Construction Bank (CCB) earned a profit of 138.34
billion yuan ($21.0 billion) in the first half, up 3.7 percent
year-on-year, it said in a statement to the Hong Kong stock
exchange, where it is listed. That marks a slight improve-
ment on the 1.1 percent increase reported in the first half
of 2016. CCB added that its non-performing loans (NPL)
ratio was 1.51 percent in the period, down from 1.52 per-
cent in the second half of 2016, and 1.58 percent in the six
months before that.

China’s banks, which have generally reported flat results
in recent years, have benefited this year from faster-than-
expected 6.9 percent economic growth in the first half.
They have said bottom lines were further bolstered by the
government campaign launched earlier this year to cut
mounting debt and dispose of bad loans. CCB said it
reviewed and tightened up its lending policies and “contin-
uously enhanced its credit structure” during the period.

“In the first half of the year, the banking industry was
overall stable with more reasonable growth rate of
assets, and the risks were within control,” CCB said. While
noting a “complex and grim business environment”
worldwide, the bank expressed optimism for the future,
saying the Chinese and global economies were expected
to strengthen. — AFP

QINGDAO: A worker walks by engine parts at a production base of China
Shipbuilding Industry Corporation (CSIC) Diesel Engine Co Ltd in Qingdao in
east China’s Shandong province. — AFP

Bumpy Brexit risk does not 
justify record low rates: BoE 

CARDIFF: The Bank of England should not keep interest
rates at their record low as an insurance policy against the
risk of a “bumpy Brexit” and it needs to start raising borrow-
ing costs now, BoE policymaker Michael Saunders said.

Saunders, one of two BoE rate-setters who have voted
recently for a rise in bank rate, said in speech yesterday that
the central bank risked being rushed into sharper rate hikes
in future, potentially hurting growth, if it did not start to
ease the economy off its near-zero rates now.

“We do not need to be putting the brakes on so much
that the economy weakens sharply,” he told an audience in
Cardiff. “But, our foot no longer needs to be quite so firmly
on the accelerator in my view.” Britain’s economy has shown
one of the weakest growth rates in the Group of Seven
nations so far this year as the fall in the value of the pound
pinched the spending power of consumers.

But at the same time the Brexit hit to sterling has pushed
up inflation above the BoE’s 2 percent target, leading to the
split among the central bank’s rate-setters.

Earlier this month, they voted 6-2 to keep rates at 0.25
percent and the BoE warned that Brexit was weighing on
the economy. But Saunders, in his speech, said there should
be no automatic implications for rates if Brexit does not go
smoothly, something which could push down the value of
the pound further.

That could add to inflation which Saunders said was
already likely to hit roughly 3 percent soon.

He repeated Governor Mark Carney’s comments last year
that the Bank was “not indifferent” to the level of the
pound, but he said there was no particular level that wor-
ries the Bank.

Inflationary pressures 
Saunders also said the economy was likely to “not be too

bad” in the coming quarters, saying there had been a
marked improvement in Britain’s export performance since
the pound’s sharp fall last year.

There was little or no slack left in Britain’s economy and
domestically generated inflation pressure - largely through
higher wages - was likely to rise, Saunders said. The pound
has fallen further against a range of currencies over the last
month, with the fall against the euro particularly acute.
Saunders said this in part reflected perceptions of improved
economic growth in other European economies. — Reuters


