
Japan economy 
grows faster than 
expected on 
new-era holidays
TOKYO: Japan’s economy grew at a faster-
than-expected clip in the second quarter,
official data showed on Friday, helped by cel-
ebrations to usher in a new imperial era.
Gross domestic product (GDP) in the world’s
third-biggest economy grew 0.4 percent
from the previous quarter, the Cabinet Office
said, beating analysts’ median forecast of 0.1
percent.

The third straight period of expansion will
also bolster Prime Minister Shinzo Abe’s
determination to push through a controversial
sales tax hike in October despite warnings it
could weigh on growth.

Shoppers are rushing to make purchases
before the rate rises from eight percent to 10
percent on October 1 and this boost for con-
sumption also helped push GDP higher,
economists said. An unprecedented 10-day
holiday for the enthronement of Emperor
Naruhito, which kicked off a new imperial era
in Japan, also pepped up the figures, accord-
ing to analysts.

However, global trade frictions weighed on
exports and corporate spending in some sec-
tors such as machinery, said Yuichiro Nagai,
senior economist at Mizuho Securities. “But
investments in software, research and devel-
opment, and construction were good,” he
said. Nagai said a rush by consumers to buy
before the sales tax hike will likely become
even more pronounced in the July-September
quarter, helping Japan log another quarter of
growth.

And while the economy would likely con-
tract in October-December due to the higher

tax, it should rebound next year and avoid
slipping into a recession, Nagai said. “There
is uncertainty over where the trade war will
go... With the US presidential election coming
next year, however, I believe the main sce-
nario is that they will find a compromise plan”
later this year, he said.

‘Additional monetary easing’ 
The last time Japan hiked its sales tax, in

2014, the result was a slump in consumption
and the wider economy and some economists
have warned that now is not the time to raise
the rate amid uncertainty over global trade
and Brexit. But Tokyo has vowed to go
through with the plan unless there is a crisis
on the level of the 2008 financial meltdown
and Abe has promised countermeasures to
cushion the blow on the economy. SMBC
Nikko Securities chief market economist
Yoshimasa Maruyama said the Japanese
economy would likely expand further in the

July-September period but warned it could
slide into a mild recession in October-
December as the global economy slows.

“By the time autumn comes, debates for a
supplementary budget will start and calls for
additional monetary easing will get louder,”
he said in a report released ahead of the GDP
announcement.

But Naoya Oshikubo, senior economist at
Sumitomo Mitsui Trust Asset Management,
was not so gloomy. “Going forward, central
banks are expected to continue easing, and
the Chinese government will likely announce
fiscal measures, resulting in a global econom-
ic recovery, which should help Japan maintain
its momentum,” Oshikubo said in a report. 

Besides the planned tax hike, the impact
from trade frictions between Japan and South
Korea could be a headwind, he said. “But
both should be limited in their effects,” he
said as the affected goods make up only a
fraction of Japanese exports. — AFP 

WASHINGTON: US producer prices increased mod-
erately in July, lifted by a rebound in the cost of energy
products, while underlying producer inflation retreated,
which could allow the Federal Reserve to cut interest
rates again next month. The benign inflation report from
the Labor Department on Friday could boost expecta-
tions for a half-percentage-point cut at the Fed’s Sept.
17-18 policy meeting. President Donald Trump on
Friday urged the US central bank to lower rates by a
full percentage point, saying there was “no inflation in
our country.”

Financial markets have fully priced in a 25-basis-
point rate cut following a recent escalation in the bitter
trade which led to an inversion of the US Treasury yield
curve and raised the risk of a recession. Fears about the
trade war’s impact on the economic expansion, the
longest on record, prompted the Fed to lower its short-
term rate last week for the first time since 2008.

“Weak producer prices are a reflection of a dramatic
slowdown in manufacturing due to the global trade
war,” said Chris Rupkey, chief economist at MUFG in
New York. “We expect a second rate cut by the Federal
Reserve in September as the manufacturing sector and
world economies continue to slow.” The producer price
index for final demand rose 0.2 percent last month after
nudging up 0.1 percent in June, the government said. In
the 12 months through July the PPI increased 1.7 per-
cent after advancing by the same margin in June. Last
month’s increase in the PPI was in line with economists’
expectations.

Excluding the volatile food, energy and trade servic-
es components, producer prices edged down 0.1 per-

cent last month. That was the first decline since
October 2015 and followed an unchanged reading in
June. The so-called core PPI increased 1.7 percent in
the 12 months through July, the smallest gain since
January 2017, after rising 2.1 percent in June.

The Fed, which has a 2 percent inflation target,
tracks the core personal consumption expenditures
(PCE) price index for monetary policy. The core PCE
price index increased 1.6 percent on a year-on-year
basis in June and has undershot its target this year.
Data next week is likely to show moderate gains in con-
sumer prices in July, according to a Reuters survey of
economists.

The dollar slipped against a basket of currencies,
while US Treasury prices rose slightly. US stocks fell as
investors grappled with fresh trade-related tensions.

Weak services costs 
Energy prices accounted for more than 80 percent

of the rebound in the cost of goods last month.
Wholesale food prices rose 0.2 percent in July after
advancing 0.6 percent in June. Core goods prices
edged up 0.1 percent after being unchanged for three
straight months. The cost of services fell 0.1 percent in
July, the first decrease since January, after rising 0.4
percent in June. Services were pulled down by a 4.3
percent drop in the cost of hotel and motel rooms.

The cost of healthcare services edged up 0.1 per-
cent last month after rising 0.2 percent in June. The cost
of doctor visits dropped 0.5 percent last month, the
most since January 2016, after being unchanged in June.
Hospital outpatient care prices surged 0.7 percent, the

largest increase since January 2018. But the cost of
hospital inpatient care fell 0.2 percent.

Portfolio management fees rebounded 0.8 percent
after falling 1.8 percent in June. Those fees and healthcare
costs feed into the core PCE price index, leading econo-

mists to expect not much of a change in the inflation
measure in July. “The PPI signals that the medical care
PCE price index will be soft in July, likely coming out
basically unchanged relative to June,” said Daniel Silver,
an economist at JPMorgan in New York.  — Reuters
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PPI rises 1.7% year-on-year; core PPI up 1.7%

Tame US producer price inflation 
supports case for another rate cut

SEOUL: This file photo shows South Korean protestors cutting a banner with a picture of
Japan’s Prime Minister Shinzo Abe during a rally denouncing Japan for its recent trade
restrictions against Seoul, near the Japanese embassy in Seoul.—  AFP

Slumping
German exports
reinforce fears
of weak Q2
FRANKFURT: German exports saw a
massive slump in June compared to a
year ago, official data showed Friday,
rounding off a run of weak data pointing
to a shaky second quarter.

At 106.1 billion euros ($118.8 billion),
the country sold 8.0 percent less abroad
than in June 2018, federal statistics
authority Destatis said. “Today’s trade
data marks the end of a disappointing
second quarter,” said ING economist
Carsten Brzeski.

“A small contraction (in GDP) has just
become more likely.” In the near term,
the fall was less dramatic, coming in just
0.1 percent lower than in May, adjusting
for seasonal and calendar effects.

With imports growing slightly month-

on-month, to 89.3 billion euros,
Germany’s politically divisive trade sur-
plus shrank to 18.1 billion, after 18.7 in
May. In a geographic breakdown,
exports to countries outside Germany’s
EU neighborhood fell back most dra-
matically compared with last June, shed-
ding 10.7 percent. The fall was less dra-
matic for exports to countries that share
the euro single currency, at 5.6 percent.

Imports from non-EU countries also
fell sharply, losing 8.9 percent, more
than double the fall  for EU goods.
Indicators of business, consumer and
investor confidence in Germany have
suffered as a commercial  conf l ict
between Washington and Bei j ing
intensifies.

There are fears President Donald
Trump could open a second trade war
front against the European Union. Along
with factors like Brexit and weakness in
emerging markets, the effects have
braked the traditionally strong manufac-
turing sector. Over the full year, govern-
ment and independent forecasters have
slashed their growth predictions, to
between 0.5 and 1.0 percent. —AFP 

NEW YORK: US inflation remains tame, despite the Federal Reserve view that low prices are temporary  —AFP

Apple loses 
more ground 
in smartphone 
market
SAN FRANCISCO: Apple lost more
ground in the shrinking smartphone market
last quarter, with a sales tracker saying the
tech giant was pushed off the top-three sell-
er list by a rival.

Apple fell to fourth place in global smart-
phone sales, shipping 35.3 million iPhones in
the second quarter, according to a report from
IHS Markit this week. South Korean consumer
electronics titan Samsung remained in first
place with 23 percent of the market, having
shipped 75.1 million smartphones, IHS Markit
calculated. “Apple continues to face challenges
in terms of unit shipments-a trend that is
unlikely to be fixed soon,” IHS smartphone
research and analysis director Jusy Hong said
in an online post.

While California-based Apple has been
aggressively promoting iPhones, current-gen-
eration smartphones have “super-premium”
prices while models a few years old are still
costly compared to bargain Android-powered
handsets, the analyst reasoned.

Other smartphone market trackers such as
Counterpoint Research and International Data
Corporation concluded that while iPhone ship-

ments sank in the second quarter, Apple
remained in third place what it came to global
shipments. Apple has been striving to wean
itself off its reliance on iPhone sales with a
focus on services, digital content and related
gadgets. In the just-ended quarter, Apple for
the first time took in less than half its revenue
from the iPhone, the longtime cash and profit
driver for the company.

Apple managed to grow its overall revenues,
albeit by a modest one percent, to $53.8 billion,

even as iPhone revenues plunged nearly 12 per-
cent in the April-June period. The company
delivered strong growth from digital content
and services including Apply Pay and Apple
Music, along with wearables and accessories
like the Apple Watch and Air Pods. Apple has
stopped reporting iPhone unit sales, but chief
executive Tim Cook said during an earnings
call that there was a “strong customer
response” to iPhone promotions and financing
programs. —AFP

SAN JOSE: In this file photo, Apple CEO Tim Cook presents the keynote address during
Apple’s Worldwide Developer Conference (WWDC) in San Jose, California. — AFP

Indonesia 
threatens 
tariff hike 
on EU dairy 
JAKARTA: Indonesia’s trade minister
Friday threatened to impose higher tar-
iffs on EU dairy imports in response to
the bloc’s proposed move to hit
biodiesel made from palm oil with anti-
subsidy duties.

The warning could escalate a trade
dispute with the European Union after
Indonesia-the world’s top palm oil pro-
ducer-hit out at the bloc’s plan to cut its
use of palm-based biofuels by 2030.

Palm oil is the world’s most widely
used vegetable oil and a key ingredient
in a wide range of products from food to

cosmetics. But environmentalists say it
drives deforestation, with huge swathes
of Southeast Asian rainforest logged in
recent decades to make way for palm
plantations.

On Friday, trade minister Enggartiasto
Lukita said he had told Indonesia’s dairy
importers to look for new suppliers out-
side Europe, and threatened to hike
existing tariffs on EU dairy products,
which currently range from 5-10 per-
cent. That was in response to an EU pro-
posal for anti-subsidy duties of 8-18
percent on palm biodiesel from
Indonesia, he added.

“I’ve spoken with dairy importers
here and told them that they’d better
look for other suppliers outside Europe,”
Lukita told a business forum in Jakarta.
“(The EU) wants to impose an 8-18 per-
cent tariff (on palm biodiesel) so to make
it fair, we will also impose the same tariff
when the time is right.

“We’re not going to be quiet about
this unfair treatment.” — AFP 

Malaysia launches
new car project 
to jumpstart 
high-tech growth
KUALA LUMPUR: Malaysia launched
a new mass market car project on Friday,
as it looks to boost development and
adoption of high technology in a renewed
industrial push by Prime Minister
Mahathir Mohamad. Southeast Asia’s
third-largest economy is spurring industry
to embrace technology so as to increase
productivity and counter growing exter-
nal risks from an escalating trade war.

The new project, spearheaded by
Malaysian firm DreamEDGE, will be
developed with technical assistance from
Japan’s Daihatsu Motor Corp, said Darell
Leiking, Malaysia’s trade and industry
minister. “It’s privately funded, with no
government funding at all,” Darell told a
news conference. “We will support any-
thing that is Malaysian made...as long as

no government money is expended or
used.” Daihatsu, a subsidiary of Toyota
Motor Corp, owns a stake in Perodua,
Malaysia’s second homegrown automak-
er and its best-selling brand.

The domestic car industry has long
been a sore point for Malaysians, who saw
billions of ringgit in taxpayers’ funds spent
to bail out Mahathir’s pet project, Proton.
Darell said the new marque, which has yet
to be named, would offer affordable vehi-
cles loaded with advanced technology.

The first model, which is likely to be a
C-segment sedan powered by either an
advanced internal combustion engine or
hybrid system, is expected to hit the road
by March 2021, said Khairil Adri Adnan,
the chief executive of DreamEDGE. The
company is still considering its fundrais-
ing options, but expects that it will need
“a few hundred million” ringgit to meet
its production goal, said Khairil, the
firm’s founder. Domestically produced
cars formed a key part of Mahathir’s
strategy to turn Southeast Asia’s third-
largest economy from an agricultural
backwater to an industrialized nation
during his first tenure as premier from
1981 to 2003. — Reuters


