
39B u s i n e s s
FRIDAY, SEPTEMBER 29, 2017

SEOUL: South Korea said it will offer tax and loan concessions
to companies whose businesses have suffered amid a dispute
with China over Seoul’s deployment of a powerful missile
defence system.

The government plans to allow South Korean duty-free
firms and retailers operating in China to defer all or part of their
corporate income and value-added taxes for up to nine
months, the finance ministry said yesterday. 

The ministry will also offer cheap loans to auto parts makers
hit by declining sales of South Korean cars in China. South
Korea allowed the deployment of the US Terminal High
Altitude Area Defense (THAAD) system on its soil this year as
North Korea stepped up missile tests. The move has drawn
fierce criticism from China, which says the system’s powerful
radar can probe deep into its territory. 

In retaliation, Beijing has imposed boycotts on South
Korean goods sold in China, raising pressure on new President
Moon Jae-to help affected firms, analysts said.  Beijing also has
banned group tours to South Korea, hurting its retail and serv-
ice sectors. China’s commerce ministry declined to comment
when asked about South Korea’s planned measures. However,
Seoul has limited options to counter Beijing’s tactics, said
Stephen Lee, an economist at Meritz Securities.  “There isn’t
much Seoul can do as these issues have been originating from
China. There’s little the government can do in terms of making
up for the loss incurred (by South Korean businesses,)” Lee said. 

“Seoul can continue to announce micro-measures to buffer
any shocks, but it’s too difficult to resolve the problem by
removing the THAAD now,” Lee added. 

The finance ministry said it plans to boost domestic tourism
to compensate for declining Chinese tourists. Chinese tourists
used to account for about half of all visitors to South Korea, but
their numbers halved in the first seven months of 2017 com-
pared with a year ago.

That translates to $5.1 billion in lost business for South
Korea, data from the Korea Tourism Organization showed.
Partly due to the THAAD backlash, Hyundai Motor Co.’s retail
sales in China, the world’s biggest auto market, slumped 29
percent in the first half of 2017. Seoul has said it plans to boost
funds at policy banks by up to 500 billion won ($437.14 million)
to help car part makers and other suppliers heavily reliant on
sales to Hyundai Motor and Kia Motors. — Reuters 
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H&M profits down as
bricks and mortar

turnover falls
STOCKHOLM: Swedish fast fashion giant Hennes and
Mauritz reported lower quarterly earnings yesterday as
rising web sales failed to offset a slowdown in store
turnover.

Net profit for the three months to end-August, the
third quarter of the retailer’s financial year, came in at
3.84 billion kronor (400 million euros, $470 million), a
drop of 20 percent. Sales grew 4.6 percent to 51.23 bil-
lion kronor. The results were in line with analysts’ fore-
casts, but the retailer’s shares dropped sharply in
Stockholm in reaction.

“The fashion retail sector is growing and is in a period
of extensive and rapid change as a result of ongoing
digitalization. The competitive landscape is being
redrawn, new players are coming in and customers’
behavior and expectations are changing, with an ever
greater share of sales taking place online,” CEO Karl-
Johan Persson said in a statement.

Off target 
“This shift is clearly reflected in our online sales, which

continue to develop very well. However, our growing
online sales did not fully compensate for reduced footfall
to stores in several of our established markets, which has
resulted in our total sales development not reaching our
targets so far this year,” he said. This meant that H&M
entered the third quarter with an inventory level that was
too high, he said. An “aggressive” summer sale policy
brought stocks down, and the autumn collection got off
to a good start, he said, but sales slowed towards the end
of September.

The group’s online sales currently represent up to 30
percent in some of H&M’s established markets, and
Persson said online sales were expected to rise by at least
25 percent per year in the future. — AFP

BEIJING: In this Feb 17, 2016 file photo, a worker sweeps the floor inside a branch of the North Korean-operated
Haedanghwa restaurant in Beijing. Chinese news reports yesterday said the government has ordered most North
Korean-owned businesses and ventures with Chinese partners to close under UN sanctions. — AP

Ford’s Welsh
engine plant

to lose JLR
business in 2020

LONDON: Jaguar Land Rover (JLR) will stop sourcing
petrol engines from Ford’s plant in Bridgend, Wales, after
ending its current contract earlier than expected in 2020,
creating uncertainty over around 750 jobs.  “We have
informed our unions that Jaguar Land Rover intends to
end our petrol engine supply arrangement slightly earli-
er than expected in late 2020,” Ford said in a statement.

“Given our long-established and successful relation-
ship in the delivery of world-class engines, this is disap-
pointing news for the Ford Bridgend Engine Plant.” 

JLR is ending the long-standing relationship in
September 2020, three months earlier than planned, a
source close to the arrangements said. Around 750 work-
ers, about half of the plant’s total, are dedicated to JLR
production, the source said. Ford said it would “continue
to look at other high technology opportunities for
Bridgend in the future.” 

JLR, owned by India’s Tata Motors, opened a new
engine plant in England’s West Midlands in 2014, and
in 2015 announced a plan to double its size, taking
total investment to about 1 billion pounds ($1.3 bil-
lion). The company said that in line with its contract it
had served the required three years notice to Ford for
the supply of the 6 and 8 cylinder petrol engines from
its Bridgend plant.

“Ford has been, and remains, an important strategic
supplier to Jaguar Land Rover under an agreement
which was negotiated to support our business until the
end of the decade,” it said. — Reuters 

Philippines demands
millions in ‘unpaid’

fees from PAL
MANILA: The Philippine government has threatened its flag
carrier with legal action over unpaid fees and ordered it to pay
millions in back charges, as President Rodrigo Duterte said he
could cut off its access to Manila’s main airport.

Philippine Airlines (PAL) owes 7.3 billion pesos ($142 mil-
lion) in landing, navigational and other fees, according to the
government, which says some of the charges date back years.

Duterte’s spokesman Ernesto Abella told reporters yester-
day that the transport ministry had issued the airline with a
final demand for full payment, and was prepared to take legal
action in order to “protect the interest of the government”.

On Tuesday Duterte said he had told PAL chairman and bil-
lionaire Lucio Tan: “You are using government buildings, air-
port, you have back debts for the use of the runway that you
have not paid.

“I said, ‘You solve the problem yourself. I will give you 10
days. Pay it. If not I will close it down. No more airport’.” PAL
released a statement yesterday saying it was cooperating with
the aviation authorities to resolve the dispute, but put the
amount in question at 6.63 billion pesos. “The alleged unpaid
navigational charges involve complex legal issues which PAL
has been trying to (thrash) out with the authority for years,” it
said.  “For the past months, both (Civil Aviation Authority of
the Philippines) and PAL have been working together to vali-
date these claims in their mutual and collaborative effort to
settle this obligation,” it added. Previously state-owned PAL
was sold off in 1992. Abella said Thursday that fees were
waived when the airline was government-owned.  Despite an
increase in low-cost competitors, PAL still has the largest fleet
in the Philippines and is the only local carrier to fly to North
America and Europe. In June it said it planned to increase its
fleet serving smaller islands in the archipelagic nation.

PAL’s parent company, PAL Holdings, suffered a net loss of
501 million pesos for the three months to June due to higher
fuel costs and aircraft lease charges. The listed parent’s stock
closed unchanged yesterday at 5.15 pesos.  — AFP


