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NEW YORK: US manufacturers expect a bounce in
revenues in 2020 despite lingering unease over trade
tariffs that are prompting supply chain shifts, accord-
ing to an industry survey released Monday. The semi-
annual survey painted a mixed picture for US manu-
facturers overall, with companies forecasting flat
employment and lower capital spending but higher
overall sales. That could spell at least some relief for a
sector hit hard by President Donald Trump’s trade
war with China, and that country’s slowing economy.

The projected 4.8 percent bump in manufacturing
revenues was “one of the more surprising” figures in
the semi-annual survey, said Timothy Fiore of the
Institute for Supply Management, which released the
report. Fiore noted that manufacturers had overesti-
mated sales in the last survey in May, projecting that
2019 revenues would rise 4.0 percent. At this point
the increase is expected to come in at 1.9 percent, the
report said.

The upbeat revenue forecast could reflect manu-
facturers’ belief that they are now “at the maximum
impact” as far as items that could be affected by
trade conflicts after Trump administration tariffs on
steel and aluminum and a series of measures on
Chinese goods. But Fiore also noted that Trump last
week reinstated tariffs on metals from Brazil and
Argentina and announced new tariffs on French
goods. “Trade continues to weigh on the supply com-
munity,” Fiore said.

Manufacturing has emerged as a vulnerable part
of the US economy amid myriad trade tariffs and
threats from Trump, with up-and-down talks with
China especially worrisome to the business commu-
nity. Weak US manufacturing figures have also
reflected company-specific issues such as the Boeing
737 MAX crisis that has forced the aviation giant to
cut production on the plane and the General Motors
strike, which ended in late October.

The survey showed more than half of the respon-
dents in manufacturing have either changed their
production footprint or are evaluating new sources of
supply because of US tariffs. The figures were slight-
ly lower among non-manufacturing companies sur-
veyed, with 43.9 percent evaluating new sources of
supply and 1.3 percent having already shifted supply.
The report overall suggested the services sector
would continue to outperform manufacturing, with
companies projecting modest increases in both capi-
tal spending and employment. — AFP 
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South Africa power crisis shuts 
down mines across the country

Power crisis at state firm Eskom damaging economy
JOHANNESBURG: Power blackouts in South Africa
caused by flash flooding have shut down mining opera-
tions across the country, several mining companies said
yesterday. Harmony Gold, Impala Platinum, and Sibanye-
Stillwater all said they had been forced to cut production
since Monday owing to power shortages. “There are very
few underground mines that operated overnight and will
be operating normally today,” said a spokesman for the
Minerals Council, an industry body.

Eskom said yesterday it planned more load-shedding -
a South African term for planned power cuts - due to
flooding that has interrupted coal-fired power generation,
but added the crisis was manageable. Heavy rains across
parts of South Africa have submerged whole neighbour-
hoods, leading to mass evacuations. The losses to mining
output-a mainstay of South Africa’s exports-highlights the
economic impact of the crisis at ailing state utility Eskom,
which has been struggling to keep the lights on for more
than a decade.

President Cyril Ramaphosa has made turning Eskom
and other failing state firms around a cornerstone policy,
but he faces opposition from unions and interests within
his ruling African National Congress. “The ongoing load
shedding is devastating for the country ... causing our
economy great harm and disrupting the lives of citizens,”
he said in a statement yesterday. “The energy challenges in
this country will not be resolved overnight.” On Monday
the country suffered power cuts of up to 6,000 megawatts
(MW) after heavy rain and flooding triggered failures at
its 4,800 MW Medupi coal fired plant.

‘Manageable crisis’
Harmony Gold called off its underground shifts, saying

it would resume as soon as Eskom could provide assur-
ance power supply would be more reliable. Impala
Platinum had shut production at its Rustenberg and
Marula mines owing to power cuts that left it functioning
at 20%-30% of normal power. A spokesman for the plat-
inum miner said: “We certainly can’t risk any attempt at
production with this level of power.”

Sibanye-Stillwater shut all its deep-level mines on
Monday, but aimed to send miners back underground for
the afternoon shift yesterday. “The outlook for this week is
to maintain load shedding because of the weather, because
of the coal handling challenges that we’ve got. Also we
have a number of units on unplanned breakdown that need
to return,” Eskom’s chief operations officer Jan Oberholzer
told eNCA news channel. “We believe it is a manageable
crisis,” Oberholzer said. “Four thousand megawatts of the
problem we had yesterday was due to flooding.”

Problems at Eskom have been magnified by delays and
cost overruns at two giant coal-fired plants, Medupi and
Kusile, which were touted as a solution to power woes
when construction began a decade ago. South Africa’s
GDP shrank by 0.6% in the third quarter, the second con-
traction this year, partly in response to uncertainty over
power supply. Its credit rating is teetering on the brink of
junk because of its economic problems and the high cost
of government bailouts of failing state firms. All credit rat-
ing agencies but Moody’s have cut the country’s rating to
below investment grade. — Reuters

EKURHULENI: A SAA (South African Airways) aeroplane is seen at the O R Tambo International Airport in
Johannesburg. — AFP 

The new emerging 
market landscape 
By Manraj S Sekhon, CFA 

Emerging markets are at a rare inflection point with
multiple crosscurrents. A combination of the ultra-
loose monetary policy hangover from the global

financial crisis, a low global growth environment from
weak manufacturing and industrial activity, the continued
rise of the consumer, and the disruption and opportunities
of the new economy have provided a heady mix. 

Addressing uncertainties 
While market sentiment in 2019 was weighed down by

easing growth concerns, emerging market growth is fore-
cast by the International Monetary Fund to accelerate in
2020 and remain more than double that of developed mar-
kets. Improving fiscal, economic and monetary policies and
a renewed focus on structural reforms in many emerging
markets has been gaining traction. Supported by more
conducive monetary policies in developed economies and
easing inflationary pressures, central banks in emerging
markets generally turned more dovish in 2019. We expect
this trend to continue in 2020, as policymakers have
greater flexibility in stimulating economic activity. 

Although US-China trade tensions have deescalated in
the short term on rising expectations of a partial trade deal
and plans for both countries to scale back tariffs, we expect
the broader economic conflict to remain for some time. The
impact from the trade conflict has not been limited to China.
While US imports from China over the last year declined
$35 billion to $497 billion, China’s imports from the United
States decreased by more-$40 billion to $125 billion.
Therefore, we believe a comprehensive agreement remains
in the best interests of both sides. The Trump administration
will be acutely aware of this heading into an election year. 

Opportunities in 2020 
China’s initiatives to strengthen and diversify its econo-

my have been largely overshadowed by trade and slowing
growth fears. The government’s focus on economic

restructuring and long-term sustainable growth has led to
an acceleration in the implementation of structural reforms
and widespread industry consolidation, as well as the
development of local supply chains in the technology
space to replace US sources. China will be a frontrunner in
the 5G arena and is expected to have some 600 million 5G
subscribers by 2025, or about 40% of the forecasted 1.6
billion subscribers globally. 

Together with artificial intelligence (AI) and robotics,
this will help drive growth in China’s new economy as it
strives to become less reliant on the United States. In our
view, China will emerge stronger and more self-reliant
with multiple pillars of economic support through this cri-
sis. Taiwan is seeing some spillover benefits from the trade
war as its companies start onshoring some operations.
Government incentives to attract operations back to
Taiwan mean that this will have ripple effects on the
domestic economy. 

As one of the largest and fastest growing markets for
digital consumers, India is a market where disruptive tech-
nology is driving productivity and deflation more than
generally expected, with value accruing to end-users. Key
reforms-including the recent reduction in corporate tax
rates, measures to improve the regulatory environment
and monetary easing-will likely steady the economy. In
Brazil, optimism surrounding the government’s economic
agenda has resulted in a more favorable investment cli-
mate. While the country’s economic recovery has been
slower than expected, we believe government and central
bank efforts are improving the country’s longer-term
growth potential. Inflation has remained under control,
allowing the central bank to ease rates to record lows to
stimulate the economy. Social security reform is key to
stimulating investment and credit, which will help improve
economic activity and can significantly reduce Brazil’s fis-
cal deficit. A major privatization plan has also been
announced, and tax and other structural reforms should
improve the ease of doing business. 

New emerging market landscape 
The emerging market landscape continues to transform

as policymakers focus on building resilience during times
of stress. Emerging market economies are more diversified
now-with domestic consumption and technology offering
new drivers of growth-and are growing less reliant on

low-cost manufacturing and commodities. Since the turn
of the century, we have witnessed a significant increase in
the trade value of high-tech goods being exported by
emerging market countries. We have also seen how com-
panies are using innovation and technology to leapfrog
and disrupt traditional business models. Areas such as e-
commerce, digital banking and mobile computing will be
fundamental drivers of emerging markets for years to
come. Equally, fields such as AI, autonomous driving,
robotics and the “Internet of Things” continue to attract
investment, signaling strong longer-term prospects. 

Staying the course 
Much noise and conflicting signals dominated 2019,

which led many investors to limit their risk appetite and dis-
count the long-term growth drivers in emerging markets.
While some of these uncertainties may persist in the near
term, we believe it is essential to stay the course. The mar-
kets are just beginning to realize opportunities from technol-
ogy disruption and the transition of businesses away from
traditional models. We believe the investment scope in the
emerging world is wide and promising for investors who can
overlook near-term volatility and invest for the longer term. 

What are the risks? 
All investments involve risks, including possible loss of

principal. Stock prices fluctuate, sometimes rapidly and
dramatically, due to factors affecting individual companies,
particular industries or sectors, or general market condi-
tions. Special risks are associated with foreign investing,
including currency fluctuations, economic instability and
political developments.  Investments in developing mar-
kets, of which frontier markets are a subset, involve height-
ened risks related to the same factors, in addition to those
associated with these markets’ smaller size, lesser liquidity
and lack of established legal, political, business and social
frameworks to support securities markets. Because these
frameworks are typically even less developed in frontier
markets, as well as various factors including the increased
potential for extreme price volatility, illiquidity, trade bar-
riers and exchange controls, the risks associated with
developing markets are magnified in frontier markets.

Sekhon is Chief Investment Officer for Franklin
Templeton Emerging Markets Equity

Ted Baker CEO quits 
as shares pummels 
LONDON: Ted Baker’s chief executive and chair-
man quit yesterday as the British fashion retailer
warned its full-year profit wil l  fal l  more than
expected and suspended its dividend due to weak
Black Friday sales, sending its shares to a 16-year
low. Pressure has mounted on Ted Baker’s manage-
ment team since it disclosed a week ago that it may
have overstated inventory by as much as 25 million
pounds ($32 million).

Lindsay Page is leaving after just eight months in
charge of Ted Baker, which has been struggling with
weak consumer demand and misconduct allegations
against its founder and former CEO Ray Kelvin, which
he has denied. “The last 12 months has undoubtedly
been the most challenging in our history,” Ted Baker
said in a statement as its shares fell as much as 30%
to 16-year lows.

In contrast to some other British retailers, Ted
Baker said its performance during November and the
Black Friday sale period was below expectations,
leading it to cut its pre-tax profit forecast to a mini-
mum of 5 million pounds. Ted Baker reported a pretax
profit of 50.9 million pounds last year, its first annual
profit drop in ten years. Ted Baker said its recently
appointed Chief Financial Officer Rachel Osborne will
take over as interim CEO, while Sharon Baylay will
become acting chair after the departure of chairman
David Bernstein.

Page, who has been with Ted Baker for more than
20 years, recently described business conditions as
the worst in decades amid lacklustre sales. His
appointment as CEO in April was seen as a turning
point for Ted Baker, which was trying to move on from
the bad publicity prompted by Kelvin’s habit of hug-
ging colleagues. Ted Baker was also in the process of
shaking up its board as part of a wider push to foster
a change in corporate culture. — Reuters

Sterling shrugs off
weak GDP data,
cements gains 
LONDON: Sterling edged higher yesterday, cementing
recent gains as traders shrugged off weak economic
growth data and kept an eye on the final days of cam-
paigning before Britain’s general election tomorrow. The
pound on Monday reached a seven-month high against the
dollar and a two-and-a-half-year high versus the euro as
investors ramped up their bets the governing Conservative
Party would win a majority in tomorrow’s election. 

Sterling held most of those gains even though data
showed Britain’s economy grew at its slowest annual pace
in nearly seven years in October, just 0.7%. “The latest
batch of economic data from the UK provides a fairly neg-

ative view on the recent levels of activity with the main
takeaway being a flat GDP reading for the month of
October, said David Cheetham, chief market analyst at
online broker XTB.

Industrial output fell by 0.7% in the three months to
October and services grew by 0.2%, its weakest increase
since June, the data also showed. “Sterling price action is all
about the upcoming parliamentary election and real eco-
nomic data should continue to play second fiddle,” ING
analysts said in a note sent to clients. In early London trade,
the pound was up 0.2% at $1.3157 , close to Monday’s high
of $1.3180. Against the euro the pound rose 0.1% to 84.18
pence , not far from the two-and-a-half-year high of 83.94
pence touched on Monday. Polls predict a Conservative
Party majority, which many investors believe would lift some
of the political uncertainty that has hampered the British
currency. Prime Minister Boris Johnson’s Conservative Party
has vowed to take Britain out of the European Union on Jan
31. Cheetham at XTB noted that the biggest driver for the
pound yesterday could come at 2200 GMT when a new
YouGov poll is released. — Reuters

WREXHAM: Pedestrians walk past an empty shop unit for ‘Sale/To Let’ in the town centre in Wrexham. — AFP 

MIAMI: A ‘Now Hiring!’ sign is seen in front of a
Speedway gas station in Miami, Florida. Hiring in the US
private sector slowed sharply in November as small
businesses, manufacturers, retailers and construction
firms shed workers. — AFP 


