
ONDON: A no-deal Brexit would seriously dam-
age the car industry in Britain and the European
Union by raising costs and sowing chaos for car-
makers and consumers alike, the head of Britain’s
car industry warned yesterday.

With less than eight months until Britain is due
to exit the EU, Prime Minister Theresa May has
yet to find a proposal to maintain economic ties
with the bloc that pleases both sides of her divided
party and is acceptable to negotiators in Brussels.

May has stepped up precautionary planning for
a so-called “no-deal”
Brexit that would see
the world’s fifth largest
economy crash out of
the EU on March 29,
2019, a step that could
spook financial markets
and dislocate trade
flows across Europe and
beyond. Mike Hawes,
chief executive of the
Society of Motor
Manufacturers and
Traders (SMMT), said carmakers were increasing-
ly concerned about the lack of clarity around the
manner of Britain’s departure from the EU.

That has raised the prospect of Britain leaving
with no deal and falling back on World Trade
Organization rules that could leave British car
exporters facing EU import tariffs of around 10
percent. “No deal... is just not an option. It would
be seriously damaging to the industry not just in
the UK but in Europe as well,” Hawes told
reporters as he presented SMMT’s mid-year

update on British car production.
At stake is the future of one of Britain’s few

manufacturing success stories since the 1980s - a
car industry employing over 850,000 people and
generating annual turnover of $110 billion. Much of
the industry is owned by foreign companies.

The world’s biggest carmakers including Toyota,
BMW and Ford have urged Britain to ensure that
they can import and export without hindrance
after Brexit. Supporters of Brexit admit there may
be some short-term pain for Britain’s $2.9 trillion

economy, but that long-
term it will prosper when
cut free from the EU,
which they cast as a fail-
ing German-dominated
experiment in European
integration.

“No deal”?
Under the current

timetable, both London
and Brussels hope to get a
final Brexit deal in

October to give enough time to ratify it by exit
day. However, the potential for major political
upheaval remains, with May’s minority government
facing a series of make-or-break moments in the
Brexit process over coming months. She must find
a way to strike a deal with the EU, which has
already rejected her preferred plan on trade, then
sell that deal to her deeply fractured Conservative
Party, before putting it to a vote in parliament.

Failure at any of those three hurdles could cost
her job and thrust the United Kingdom into crisis.

In an attempt to rally support for May’s propos-
als, Foreign Secretary Jeremy Hunt visits Paris and
Vienna this week. “I will be explaining to my coun-
terparts in Paris and Vienna that it is time for the
EU to engage with our proposals, or we potential-
ly face the prospect of a no-deal by accident,
which would be very challenging for both the UK
and EU,” Hunt said.

Opposition Labour Party leader Jeremy Corbyn
could come under pressure at its annual party
conference in September to agree to support a
referendum on any deal that May can secure, the
Guardian newspaper reported. There is deep con-
cern in boardrooms about the prospect of Britain
leaving the bloc without a deal, or with a deal that
would silt up the arteries of trade.

That could be highly damaging for a car indus-
try which is dependent on the speedy movement of
huge numbers of parts across borders. The aver-
age car, for example, has about 30,000 parts.

Confidence among British consumers and busi-
nesses remains stuck well below levels before
Britons voted in 2016 by a narrow majority for
Brexit, surveys showed yesterday, two days
before an expected interest rate increase by the
Bank of England. The Financial Times reported
that the EU’s chief negotiator, Michel Barnier, had
softened his opposition to May’s Brexit plan for
financial services after the UK acknowledged
Brussels would have ultimate control over the City
of London’s access to EU markets. British car out-
put in the first six months of 2018 fell by an annual
3.3 percent to 834,402, with disappointing
domestic demand cancelling out strong exports,
SMMT said. — Reuters
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BP profits gush 
to $2.8bn as oil 
energizes sector
LONDON: Britain’s BP yesterday
became the latest global energy major to
win an earnings boost from runaway oil
prices, rounding off an impressive earn-
ings season for the industry’s big hitters.

BP said net profit rocketed to $2.8 bil-
lion in the three months to the end of
June-and hiked its dividend for the first
time in four years. The company’s per-
formance compared with slender profit of
$144 million in the same part of 2017 when
it was hit by asset writedowns and large
tax payments. Revenues meanwhile spiked
by more than a third to $75.4 billion.

The news came just days after BP-
flush with cash from the soaring oil mar-
ket-purchased US shale oil and gas
operations from the world’s biggest min-
er BHP Billiton for $10.5 billion in what it
has called a transformational deal. 

Strategic investment  
“There is no doubt that higher oil

prices have not only contributed to BP’s
profit-but they have enabled the compa-
ny to look for strategic investment (with)
BHP Billiton,” ThinkMarkets analyst
Naeem Aslam said.

“There was no chance for BP to pro-
duce this kind of revenue and profit
numbers or even to look for acquisitions
if oil prices were still around $30 per
barrel.” At the same time, BP snapped up
Britain’s largest electric vehicle charging
firm Chargemaster in June for an undis-

closed amount, as it bets on booming
green demand in the coming decades.

“We continue to make steady
progress against our strategy and plans,
delivering another quarter of strong
operational and financial performance,”
said chief executive Bob Dudley in the
statement.

“We brought two more major proj-
ects online, high-graded our portfolio
through acquisitions such as BHP’s US
onshore assets and invested in a low-
carbon future with the creation of BP
Chargemaster.

“Given this momentum and the
strength of our financial frame, we are
increasing our dividend for the first time
in almost four years. “This reflects not
just our commitment to growing distri-
butions to shareholders but our confi-
dence in the future.”

BP follows in the footsteps of broadly
upbeat Q2 earnings from Anglo-Dutch
rival Royal Dutch Shell, Repsol of Spain,
Total of France, and US titans Chevron
and ExxonMobil. — AFP

Eurozone growth 
slows as trade 
tensions persist
BRUSSELS: Economic growth in the
eurozone slowed in the second quarter,
official data showed yesterday, feeding
concerns that global trade tensions
fuelled by Washington may be hurting
Europe’s economy. Major economic
institutions-including the European
Central Bank and International Monetary
Fund-have warned that growth in the
eurozone risks taking a hit from the rising
protectionism that stemmed from the
“America First” policies of US President
Donald Trump.

The fresh data confirmed the fears
with growth in the 19-country single cur-
rency bloc hitting 0.3 percent in the April
to June period, below the 0.4 percent in
the previous quarter, the EU’s Eurostat
statistics agency said. On a year-to-year
basis, economic growth in the eurozone
reached 2.1 percent, which was far lower
than the 2.5 percent in the previous
quarter and also weaker than forecasts
by analysts.

“Trade uncertainty seems to have
already had a significant effect on the
Eurozone economy in the second quar-

ter,” said Bert Colijn, Senior Economist at
ING bank.

“While the impact on real export
growth has likely been small over the sec-
ond quarter, the confidence factor has
been more important,” he added.

European Central Bank chief Mario
Draghi on Thursday already warned that
“the threat of protectionism” remained a
“prominent” risk to eurozone growth and
warned that this year may not see a
repeat of the bumper 2017.

IMF Chief Economist Maurice
Obstfeld warned this month that “the risk
that current trade tensions escalate fur-
ther ... is the greatest near-term threat to
global growth”.

ECB caution 
The data landed days after the

European Union and US declared a trade
war truce following White House talks,
but analysts said the accord was fragile
and that the spat could still weigh on
growth. Still, “the fact that the immediate
risk of escalating trade tensions has
diminished now should support growth
throughout the second half of the year,”
said Dirk Schumacher of Natixis bank.

The uncertainty over trade helped
ECB governors last week decide to leave
interest rates at historic lows even though
they stuck to plans to halve “quantitative
easing” or mass bond-buying from
October before ending the stimulus
scheme at the end of the year. — AFP

Pompeo warns against
IMF bailout for Pakistan 
WASHINGTON: US Secretary of State Mike Pompeo warned
on Monday that any potential International Monetary Fund
bailout for Pakistan’s new government should not provide funds to
pay off Chinese lenders. In an interview with CNBC television,
Pompeo said the United States looked forward to engagement
with the government of Pakistan’s expected new prime minister,
Imran Khan, but said there was “no rationale” for a bailout that
pays off Chinese loans to Pakistan. “Make no mistake. We will be
watching what the IMF does,” Pompeo said. “There’s no rationale
for IMF tax dollars, and associated with that American dollars that
are part of the IMF funding, for those to go to bail out Chinese
bondholders or China itself,” Pompeo said.

The Financial Times reported on Sunday that senior Pakistani
finance officials were drawing up options for Khan to seek an IMF
bailout of up to $12 billion. An IMF spokeswoman said: “We can
confirm that we have so far not received a request for a Fund
arrangement from Pakistan and that we have not had discussions
with the authorities about any possible intentions.”

Speaking in Beijing, Chinese Foreign Ministry spokesman Geng
Shuang said the IMF has its own standards and operating rules
when cooperating with relevant countries.

“I believe they will handle it appropriately,” he told reporters,
without elaborating. Pakistan is struggling to avert a currency cri-
sis that has presented the new government with its biggest chal-
lenge. Many analysts and business leaders expect that another
IMF bailout, the second in five years, will be needed to plug an
external financing gap. — Reuters


