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Falling business morale points 
to weak German GDP growth

Trade dispute between China and US weighs
BERLIN: German business morale fell by more than
expected in November as the country’s exporters get
caught up in a trade dispute between China and the
United States.

Economists expressed concern about the drop in
the Ifo economic institute’s business climate index,
which followed the first quarterly contraction in
German GDP since 2015.

Munich-based Ifo said yesterday the index fell for
the third month in a row to 102.0. This was lower than
a consensus forecast of 102.3 in a Reuters poll of
economists. “Sentiment among German businesses
weakened further this month,” said Ifo chief Clemens
Fuest. “Companies scaled back their assessments of
the current business situation albeit from a high level.
Their business expectations also clouded over.”

He added that the economy would grow by 0.3
percent in the fourth quarter at most after contracting
by 0.2 percent in the July-September period.

Reciprocal tariffs on goods imposed by the world’s
two largest economies are hurting German companies
that manufacture in both countries and export in both
directions across the Pacific.

The tariffs are not only dampening the business
outlook but are starting to leave their mark on the
German economy, which has long depended on
exports for growth. Data last week showed that
weaker exports were the main reason for the quarter-
on-quarter contraction in July-September, and econ-
omists said there are clear signs that overall German
growth was slowing.

‘UNPLEASANT’
In addition to trade tensions, the German economy

is also feeling the effects of slowing growth in the

euro zone. “The index’s fall is somewhat alarming,”
Uwe Burkert of LBBW wrote in a note. “It was gener-
ally expected that the economic weakness of the third
quarter would be corrected with a firmly positive
growth figure in the fourth quarter.”

Detailed July-September GDP data on Friday
showed exports fell 0.9 percent on the quarter while
imports rose 1.3 percent, with net trade knocking a
full percentage point off growth. This translated into a
third quarter contraction of 0.2 percent.

The third-quarter GDP contraction was mainly due
to weakness in the car industry as it struggled to
adjust to new emission testing requirements.

While that problem should not affect the fourth
quarter, the industry remains vulnerable to trade dis-
ruptions as a result of threatened U.S. tariffs on cars
manufactured in the European Union and Britain’s
planned exit from the bloc.

Andreas Scheuerle of DekaBank pointed to factors
also including the Italian government’s row with the
European Commission over its expansionary 2019
budget. “There is the threat of a trade escalation
between the U.S. and China and possibly between the
U.S. and the EU and there is the threat of a budget
dispute with Italy as well as Brexit,” he said. “No
wonder firms are cautious looking forward.”

Most economists expect the German economy to
cool rather than enter a recession. In its ninth year of
growth, it has been increasingly relying on consump-
tion supported by low interest rates, rising wages and
a robust labour market.

Those factors are expected to support growth
next year while modest tax cuts and spending
increases planned by the government should also help
offset some of the effects of weaker trade.

“The fall in oil prices looks set to support con-
sumer spending, particularly against a backdrop of
low unemployment and rising wage growth,” Jennifer

McKeown of Capital Economics wrote in a note. “But
the improvement will be tempered by a continued
slowdown in global demand.”

BERLIN: German Chancellor Angela Merkel and CEO of German industrial giant Siemens Joe Kaeser (right)
attend the ‘Deutscher Arbeitgebertag’ congress, organized by BDA and gathering German employers in
Berlin. —AFP

MALE: One week after taking power, the new gov-
ernment of the Maldives says it has no idea how much
it owes China, which has led a construction spree in
the tiny Indian Ocean nation, but fears the debts run
up in the past five years could be unsustainable.

Mohamed Nasheed, a former president now serv-
ing as advisor to new President Mohamed Ibrahim
Solih, said that the Chinese ambassador to the
Maldives, Zhang Lizhong, handed the government an
invoice for $3.2 billion - equivalent to around $8,000
for every inhabitant of the archipelago. China denies
that, however, and says the number is closer to $1.5
billion.

“It was an invoice. It just had a figure, $3.2 billion.
It was shocking,” said Nasheed. “It wasn’t just a con-
versation, it was a written note handed over, it was
clear, you owe us this much.”

Nasheed said Zhang gave Solih the note at a meet-
ing on Oct. 6, days after his stunning election victory
over former President Abdulla Yameen. He did not
give further details of exactly how the note was word-
ed. Asked about Nasheed’s comments, China’s Foreign
Ministry said that its ambassador in the Maldives had
rejected “this untruth” in statements to local media,
referring to an interview with news website Avas in
which Zhang was quoted as saying reports of debt of
around $3 billion were “deeply exaggerated”.

China has underwritten millions of dollars in loans
for infrastructure in the Maldives, located along its
busy shipping route to the Middle East. But the
unprecedented building boom in the island chain of
around 400,000 people - known for its white sand
beaches and luminous cyan water - stoked fears it
was loading up on debt and prompted a strident
opposition campaign that helped Solih defeat Yameen
in an election in September.

Conflicting figures 
After taking office at the weekend, Solih’s adminis-

tration has said the country’s finances are in worse
shape than expected, and that it will take weeks or
months to untangle details of all the deals struck with
Chinese firms. “We are at a loss to understand how
much we really owe to China,” said Nasheed.

“Direct debt, or direct bilateral government-to-
government debt is one thing, but there is on top of
that sovereign guarantees for the private sector. And
there is also on top of that our state owned enterpris-
es who have gone into debt.”

Yameen could not be reached for comment. But he
said during the campaign that more work had
occurred over the last few years than at any point in
the past, and for that he had taken on debt.

“Years of development have come during a short
period of four or five years. But if we didn’t take on
debt as I said, and waited to do it with the income the
Maldives earns this wouldn’t have been possible,” he
said. In the Avas interview, Zhang said the Maldives’
debt to China was $600 million to construct a sea
bridge linking the capital Male with the airport,
expand the airport, and build residential tower blocks
on land reclaimed from the sea. Another $900 million
had been earmarked as commercial loans to some
state owned companies to fund projects from power
to housing, the ambassador said, but much of that had
not yet been issued.

That was broadly supported by the governor of
the Maldives central bank in testimony before the
parliament’s public finance committee on Wednesday,
in which he estimated the country’s liabilities to China
at $1.5 billion. —Reuters

After building 
spree, just how 
much does the 
Maldives owe China?

KUWAIT: KAMCO Investment
Company, a leading investment firm
with one of the largest AUMs in the
region, announced that it was
named “Wealth Manager of the
Year” by the renowned Global
Investor Group at the 2018 MENA
awards ceremony. KAMCO’s
Wealth Management Team received
the award for their consistent and
comprehensive understanding of
clients’ expectations, as well as pro-
viding the best strategic guidance
and quality investment advice,
which in return has assisted the
Firm in building and retaining long-
lasting relationships.

Global Investor awarded KAM-
CO the prestigious title of “Wealth
Manager of the Year” at their annu-
al Global Investor MENA Awards
event in Dubai, a ceremony held to
recognize the very best perform-
ance within various industries
across the MENA region. All nomi-
nees considered for the awards
went through a rigorous judging
process based on a set criterion,
followed by a judging panel com-
posed of industry experts, in which
the final winner was selected. 

Sana Al-Hadlaq, Chief Wealth
Officer of KAMCO, said, “KAM-
CO’s Wealth Management Team
strives to deliver the best-in-class

wealth management services that
meet and exceed the expectations
of our valued clients. We are proud
to have been recognized for our
full-fledged services that set a stan-
dard of excellence in our industry.
Throughout the years, we have
offered our unique investment solu-
tions and custom-tailored services
to assist each individual client in

reaching their long-term financial
goals. Our expertise has driven the
success of KAMCO’s active role in
becoming one of the leading Asset
Management and Investment
Banking providers in the local and
regional markets.”

Al-Hadlaq added, “We dedicate
this achievement to our valued
clients who have placed their trust

and confidence in our ability to help
them achieve their lifestyle goals.
We value every relationship we
have built with each of our clients
over the past two decades and will
continue to provide them with
growth opportunities, alternative
investment solutions and high quali-
ty financial services. Our team of
highly experienced wealth managers
utilize our client-focused structure,
efficiently meeting the diverse needs
of our clients while considering each
client’s risk appetite.”

KAMCO’s Wealth Management
Department offers an array of per-
sonalized services to satisfy client
needs while bringing them a step
closer towards fulfilling their invest-
ment needs and overall goals. The
services offered include customized
products, insight on the latest mar-
ket trend analysis with research-
based solutions, monthly portfolio
reporting and supporting clients
with access to international third-
party investments. The Wealth
Management Team serves a wide
client base comprising high net
worth and ultra-high net worth
clients, family offices, corporates
and institutions, government and
semi-government institutions, as
well as GCC banks and financial
institutions.

KAMCO named ‘Wealth Manager 
of the Year’ by Global Investor

PINGDINGSHAN, China: When Cao Jun, 40, an engineer
from the central Chinese city of Pingdingshan, takes his old,
grey MG 3 car to be serviced he always steals a few
moments to pop into the Nissan and Honda dealerships next
door. But the Civic and Sylphy sedans in the showrooms are
just eye candy. Cao wants to upgrade his car, but he’s facing
a steep loan repayment on his flat, medical bills for his wife
and a tough local economy in his once-prosperous coal
town. Cao is far from alone. China’s car market, the world’s
largest, is on the brink of its first sales contraction in almost
three decades, according to industry data, a signal of wider
economic strains that are rattling the country’s leaders in
Beijing. The slowdown - aggravated by a protracted trade
war with the United States - is being most sharply felt in
smaller, provincial cities like Pingdingshan, the engines of
growth for Chinese consumption of cars and an array of
consumer goods.

China has long hoped to spur consumption in these
provincial cities as a way of diversifying an economy long
reliant on manufacturing. But a slump in consumption spend-
ing is already being seen in things like cinema ticket sales,
online shopping and smartphones purchases.

Part of the reason is that provincial city consumers like
Cao are being squeezed tight.

Speaking to Reuters as he drove his MG through the out-
skirts of the city, Cao said capacity cuts at his main employer
- the state-owned coal and chemicals conglomerate Pingmei
Shenma Group - meant his income this year had dropped
sharply. He has taken up driving part-time for the ride-hail-
ing giant Didi Chuxing to make ends meet.

On a salary of around 6,000 yuan ($864.40) a month,
Cao said he puts at least 1,000 yuan towards paying off his

house loan, 400 yuan on medical bills for his wife and anoth-
er large chunk on his two daughters’ education.

“All these things put together, they slowly start to turn the
screw on your life,” he said. “I want to drive a better car, but
my situation won’t allow it. He added that the family had also
cut back on luxuries like long-distance travel and fancy
restaurants. Cutbacks on car purchases by Cao and others
like him in China’s smaller cities, are hitting local car dealers
and global automotive makers from General Motors Co to
Volkswagen AG . “The main slowing markets now are those
4-6 tier cities in China,” said Xu Haidong, assistant secretary
general at the China Association of Automobile
Manufacturers, referring to smaller provincial urban centers.
“These were the cities leading China’s auto sales growth in
the past few years.”

Just not working 
Consumers and car dealers in Pingdingshan all painted a

similar picture. The city, 150 kilometres south of the provin-
cial capital Zhengzhou, went through boom years from the
1990s, buoyed by a flourishing coal industry. But amid a
nationwide shift to cut reliance on polluting industries and a
sharp shift away from coal, the city has suffered. Pingmei
Shenma Group, one of the area’s biggest employers, has cut
back coal capacity and seen profits fall - creating a ripple
effect through the local economy.

The group, like many state-owned firms around the coun-
try, reaches far into the community: it operates hospitals and
schools, and provides pensions, subsidized housing for
workers, water, heating and power.

During the growth years, a family car became a symbol of
status and success in the city, driving growth faster than the
national average. That has now changed. “The situation here
is really bad. We sold 40 percent fewer cars in October than
September,” said Zheng Shuke, a manager at an SAIC-VW
dealership near a busy freeway outside Pingdingshan. “This
is very unusual in the 6 years I’ve been an auto dealer.”

“I think the biggest reason is that fewer and fewer people
have enough money to buy cars,” he added. “Our economy
used to rely on natural resources. However now due to
capacity cuts, fewer people can get the iron rice bowl,” a
reference to state firms cutting cradle-to-grave welfare sup-

port that he said had underpinned spending confidence.
Reuters spoke with 20 consumers, car dealers like Zheng,

auto finance executives and government officials, mostly in
and around Pingdingshan, who said the car market in the
Henan province city had seen a sharp slump this year as
consumers tightened their belts. Henan province is one of
China’s biggest by auto sales with over a million passenger
car units sold this year. But growth has stalled sharply,
according to data from local consultancy Daas-Auto.

Henan auto sales dropped 18 percent in October after a
25 percent drop the month before, outstripping a fall in sales
nationwide of almost 12 percent last month, the fourth
straight month of declines. In response, car dealers in
Pingdingshan have cut prices to lure buyers, according to
dealers and adverts circulated on local social media.

“We’re offering discounts, but these just don’t seem to be
working,” said Zheng, the car dealer.

Inventory build-up
Across town at a ten-year-old dealership for GM-linked

Wuling-Baojun cars, manager Jiang Long said customers had
dwindled this year, especially since June. In front of the store
100 new cars waited to be sold, but customers were in short
supply when Reuters visited. Jiang said sales were down 40-
60 percent versus last year. “This is just part of our inventory,
we have more in other places,” said Jiang. “We make many
calls to old customers to attract them to buy new cars, but
they just don’t seem enthusiastic this year.”

The top-selling cars in the area are mostly no-frills, prac-
tical cars, industry data show, a trend mirrored in other
provincial cities and rural areas.

In Pingdingshan, the top-sellers are the compact multi-
purpose vehicle Wuling Hongguang, 7-seater people carrier
Baojun 730, Great Wall Motor Co’s Haval H6, Volkswagen’s
Lavida and GM’s Buick Excelle. Outside the city in nearby
Lushan county another Wuling-Baojun dealer, Si Pengyuan,
said local families used to take pride in having the best car,
but had pulled back - cutting his sales in half versus 2017.

“Rural people like to compete; when a family buys a car
their neighbors will come and buy one too,” he said. “But this
year people just aren’t coming. Families who have had cars
for years aren’t replacing them.”— Reuters

In China’s hinterland,
car market growth
engine sputters

Sana Al-Hadlaq

Sana Al-Hadlaq and Talal Al-Yaquob during the
award ceremony.


