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FRANKFURT: Confidence among business leaders in
Germany fell for the sixth month in a row in February, a
closely-watched survey showed Friday, as global trade
struggles cast a pall over Europe’s powerhouse economy.

The Munich-based Ifo institute’s business confidence
index slid 0.8 points this month to reach 98.5, its lowest
level in four years. “The German economy is experiencing
a downturn,” Ifo president Clemens Fuest said in a state-
ment. A sub-index measuring companies’ view of the pres-
ent business situation dipped 1.1 points, to 103.4, while
another gauging expectations for the coming months lost
0.5 points, to 93.8.

Looking to different areas of the economy, manufactur-
ing firms had “far more pessimistic” expectations com-
pared with January. Services, trade and construction
indexes also fell-with the building sector losing ground
“for the first time in years,” Fuest noted. Friday’s Ifo
release comes one day after an account of the European
Central Bank’s January meeting highlighted fierce head-
winds in international trade weighing on the 19-nation
eurozone. With its export-oriented manufacturers and
massive trade surplus, Germany is one of the countries
most exposed to the uncertainty caused by rising protec-
tionism and trade conflicts.

“The threat from the USA of punitive tariffs on our
most important export good-cars-is hovering closer than
ever,” noted Joerg Zeuner, chief economist at public
investment bank KfW.

US President Donald Trump on Monday received a
Department of Commerce report that sources said classed
European car imports as a national security threat-poten-
tially justifying swingeing new tariffs. Meanwhile “our

important partner Great Britain continues to race towards
the Brexit cliff... and the global economy is no longer run-
ning smoothly,” Zeuner added.

1. Such fears have prompted downgrades to the growth
outlook by private- and public-sector observers, with
Germany’s economy ministry now forecasting just 1.0 per-
cent expansion in 2019, compared with a 1.8 percent pre-
diction last autumn. The euro dipped on Friday after a sur-
vey showed German business morale fell for the sixth month
in a row, while the Australian dollar rebounded after China
denied it had banned imports of the country’s coal. Weak
data since January has undermined support for the euro,
which edged lower but remained in positive territory against
the dollar at $1.1351. It hit a two-week high of $1.1371 on
Wednesday, helped by hopes for an easing of the US-China
trade conflict. Analysts assessing the euro’s prospects are
focused on whether a slowdown in European growth is like-
ly to be protracted. A survey on Friday showed business
morale fell in February for a sixth straight month in
Germany, the mainspring of the European economy.

“In the end, it is mainly the prospect of the stuttering
growth driver Germany that is contributing to the uncer-
tainty regarding the EUR outlook,” said Esther Reichelt, an
FX strategist at Commerzbank in Frankfurt. Traders will
scrutinise comments by European Central Bank President
Mario Draghi later on Friday, especially if he elaborates on
plans for further monetary policy easing. The Australian
dollar rebounded after tumbling more than 1 percent on
Thursday, when Reuters reported the Chinese port of
Dalian had banned imports of Australian coal indefinitely.
China said on Friday imports would continue, but customs
has stepped up checks on foreign cargoes. — Agencies

Months-long slide in German 
business morale deepens

Euro dips on downbeat German business morale

CBK to serve 
clients during 
National Days
KUWAIT: The Commercial Bank of Kuwait (CBK)
announced that with would continue to serve  its
customers during the National Day holidays at
Kuwait International Airport’s  two branches that
work 24/7. 

The bank also noted that the bank’s services
provided by the bank’s call center on 1-888225
would also be available around the clock during
the vacation. 

The CBK added that clients can also do various
transactions (deposit and withdrawal) through
ATMs located throughout Kuwait in addition to
using online transaction at www.cbk-online.com
and CBK Mobile application.  The bank will offi-
cially resume work at all branches on Wednesday,
February 27. 

BERLIN: A picture taken yesterday shows a view of the Axel Springer Campus, still under construction, located
just opposite German media giant Axel Springer’s current headquarters in Berlin. — AFP

Consumer groups 
protest being 
left out of Senate 
privacy hearing
WASHINGTON: Consumer groups voiced dismay Friday
after a US Senate panel considering privacy legislation
scheduled a largely industry-packed witness list for an
upcoming hearing.

Senate Commerce Committee Chairman Roger Wicker,
a Republican, announced the witness list for Wednesday’s
hearing on “policy principles for a federal data privacy
framework in the United States.”

The list “is stuffed with well-paid ‘inside the Beltway’
lobbyists from the data gathering industry,” said Jeffrey
Chester of the Center for Digital Democracy, a privacy
rights group.

“Senator Wicker’s lineup raises questions about
whether he can be trusted to develop legislation that will
empower the public and rein in what is now a ‘wild west’
data collection industry.”

The witnesses on the list include executives from the
Internet Association, Retail Industry Leaders Association,
BSA/The Software Alliance and the Interactive Advertising
Bureau.  It also includes a representative from the 21st
Century Privacy Coalition, which is funded by cable and
telecom firms.

Amie Stepanovich of the digital rights group Access
Now also expressed concern, writing on Twitter: “Five
witnesses. Every last one of them represents corporate
interests.” “This is the second hearing the United States
Senate has held on consumer privacy where literally all of
the companies that want your personal information are the
only ones invited to talk to Senators about your privacy
rights,” tweeted Ernesto Falcon of the Electronic Frontier
Foundation. 

The Politico news website, which first reported the wit-
ness list, said Wicker would speak at a fundraiser hosted
by industry groups the day ahead of the hearing. The
Mississippi senator said in a statement on the committee
website that he wants “a federal privacy standard to pro-
tect consumers without stifling innovation, investment, or
competition.”

A separate hearing on privacy legislation has been
scheduled for Tuesday by a House panel that has yet to
release its witness list. Chester said he expected to see
“more balanced representation” on the House side,
“including from civil rights groups.”

Lawmakers have pledged draft new privacy rules aimed
at reining in data abuses following a series of scandals and
breaches involving Facebook and other internet platforms.

Most tech companies are pledging to accept new regu-
lations to set a uniform standard in the United States fol-
lowing a sweeping set of rules that went into effect in the
European Union in 2018. But a fierce debate is expected
over the details of any new law. — AFP 

Xi urges financial 
risk prevention 
while seeking 
stable growth
BEIJING: China should seek stable development of its
economy while not forgetting to fend off risks to its
financial system, Chinese President Xi Jinping said,
state news agency Xinhua reported yesterday.

China’s economy is growing at its slowest pace in
almost 30 years, spurring policymakers to bolster
growth by easing credit conditions and cutting taxes. “It
is necessary to focus on preventing risks on the basis of
steady growth, while strengthening the countercyclical
adjustment of fiscal policy and monetary policy and
ensuring that the economy operates in a reasonable
range,” Xi said. Preventing and resolving financial risks,
especially systemic financial risks, is a fundamental task,
the agency cited Xi as telling a study session for senior
Communist Party officials on Friday.

On Wednesday, Premier Li Keqiang reiterated that
China would not resort to “flood-like” stimulus such as it
unleashed in past downturns. But after a spate of weak
data, investors are asking if Beijing needs to speed or

boost support to reduce the risk of a sharper slowdown.
Until now, China has refrained from cutting benchmark
interest rates to spur the slowing economy, which would
ease financing costs but risk adding to a mountain of
debt. To free up more funds for lending to small and pri-
vate businesses, the central bank has cut the reserves
that banks need to set aside five times in the past year.

Last month, Chinese banks made the most new
loans on record, a total of 3.23 trillion yuan ($481 bil-
lion). A central bank official said previously that no
credit floodgate had been opened, and the lending
jump showed recent easing steps were working.
China’s financial sector must serve the real economy,
Xi said, but stable growth and risk prevention must be
balanced. — AFP

Brazil govt warns 
of recession 
without pension 
system overhaul
BRASILIA: Brazil’s Economy Ministry warned on Friday
that the economy will slip into recession next year and
official interest rates could more than double unless
Congress approves measures to reduce the deficit in the
country’s pension system. The warning comes days after
President Jair Bolsonaro presented his ambitious social
security reform plan to Congress, which aims to save over
1 trillion reais ($295 billion) in the next decade.

Overhauling the creaking social security system is
seen as critical to shoring Brazil’s public finances, boost-
ing investor confidence, fostering growth and keeping
interest rates and inflation under control, most econo-
mists say. In its first official forecast on the potential
impact on the economy over the next five years of reform
or no reform, the Economy Ministry laid out starkly con-
trasting scenarios.

“In the event of no pension reform, GDP growth in 2019
will be 1 percent lower and Brazil will enter recession in
the second half of 2020, approaching the level of losses
seen in the 2014-2016 period,” the ministry’s economic
policy division warned in the report.

It said growth this year would slump to 0.8 percent
from 1.3 percent last year-far weaker than the market con-
sensus of around 2.5 percent and much worse than the 2.9
percent “best case” scenario of reform being passed.
Recessionary forces would also deepen over coming years

if the pension system stays unchanged, the ministry said.
The economy would shrink by 0.5 percent in 2020, by 1.1
percent in 2022 and as much as 1.8 percent in 2023.

It said benchmark interest rates will soar past 11 per-
cent by year end from the current record low of 6.50 per-
cent, and as high as 18.5 percent by 2023. Most econo-
mists expect rates to be on hold for the rest of this year.
But if reform is passed, growth will accelerate, job creation
will surge and interest rates will fall, the Economy Ministry
predicted. The benchmark Selic rate could be reduced to a

new low of 6.0 percent later this year while the economy
could create as many as 8 million new jobs by 2023, it said.

Economists have already factored in pension reform
into their forecasts and say the outlook is not that strong
even if something is approved this year, most likely a dilut-
ed version of Bolsonaro’s bill.

Corporate and household balance sheets have not been
fully repaired since the 2014-16 recession, the internation-
al picture is cloudy, and not everyone is convinced the new
administration will deliver on its pledges. — Reuters

Shareholders of 
Jet Airways 
approve debt
for equity swap
MUMBAI: India’s Jet Airways Ltd said late
on Friday that its shareholders approved a
plan to convert existing debt to equity,
paving the way for the troubled company’s
lenders to infuse funds and nominate direc-
tors to its board. Jet’s board last week
approved a plan by lenders, led by State
Bank of India, for an equity infusion, debt
restructuring and the sale or sale-and-lease-
back of aircraft.

The plan will mean the lenders will have a

bigger holding than any other shareholder.
Currently, Chairman Naresh Goyal owns a 51
percent stake in the company and Abu
Dhabi’s Etihad Airways owns 24 percent. Jet,
which had net debt of 72.99 billion rupees
($1.03 billion) as of end-December, has debt
payments looming next month, according to
rating agency ICRA. It has been unable to
pay pilots’ salaries and has outstanding bills
to aircraft lessors.

The company, India’s biggest full-service
carrier, is struggling with competition from
budget rivals, high oil prices and a weaker
rupee. The share price took a beating in
2018, losing nearly 70 percent of its value. In
a regulatory filing, Jet said on Friday that 98
percent of its shareholders voted to increase
the share capital to 22 billion rupees ($309.8
million) from 2 billion rupees at a special
meeting.  Jet, whose financial woes are set
against the backdrop of wider aviation
industry problems, has been in the red for
four straight quarters.— Reuters

Sri Lanka economic growth
slowest in 17 years: CB

SAO PAULO: View of the US automaker Ford plant in Sao Bernardo do Campo in Sao Paulo, Brazil. The com-
pany announced it was pulling out of the commercial heavy truck business in South America, closing its
plant in Brazil -which employs 2,800 workers and has been operating for half a century. — AFP

BERLIN: An EasyJet Airbus A-320 passenger aircraft is reflected in a glass door as it sits on
the tarmac at Berlin’s Tegel airport. — AFP

COLOMBO: A political crisis in Sri
Lanka last year led to the slowest eco-
nomic expansion in 17 years, the central
bank said Friday.

Growth for 2018 was cut from a fore-
cast above 5.0 percent to about 3.0 per-
cent because of damage to the economy
from a conflict between the president
and prime minister, Central Bank of Sri
Lanka governor Indrajith
Coomaraswamy said. President
Maithripala Sirisena sacked Prime
Minister Ranil Wickremesinghe in
October and dissolved parliament even
though he did not have a majority to
back the move. The showdown was only
ended by the Supreme Court in
December when it held that Sirisena’s
actions were unconstitutional and illegal.

The bank governor said he expected
better growth in 2019 as the outflow of
foreign capital had reversed. “All in all,
we are in a better place this year,” he
said, warning however that there could
be fiscal slippage because the govern-
ment was likely to offer sweeteners to
the people during a presidential election
this year.

Coomaraswamy noted that Sri
Lanka’s Supreme Court had demonstrat-
ed its independence underscoring that

key institutions functioned despite the
crisis.

“Our systems stood up very well in
the last few months,” Coomaraswamy
told reporters. “But businessmen have
concerns about political stability.”

During the crisis, three international
credit rating agencies downgraded the
country’s debt, making it more expensive
to borrow abroad. Sri Lanka had to
abandon plans to raise loans abroad. An
International Monetary Fund program
was also suspended, though the govern-
ment has opened talks to revive the
three-year $1.5 billion bail-out which
began in 2016.

The 2018 growth compares with 3.1
percent in 2017 when the country faced
the twin effects of a major drought fol-
lowed by floods that killed more than 210
people.

The economy contracted by 1.25 per-
cent in 2001 after Tamil rebels devastat-
ed half a dozen aircraft at the country’s
international airport dealing a major
blow to tourism, a key foreign exchange
earner.

The economy has been performing
well, however, since the end of a
decades-long Tamil separatist war in
2009. —AFP


