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UK business braces
for Brexit vote
LONDON: Eleventh-hour warnings on the financial
fallout of a no-deal Brexit and a cap on trading in
pounds-British business yesterday braced itself for
the UK parliament’s vital vote.

“As MPs prepare to vote on the government’s
Brexit deal, we urge them to remember they hold
the future of the British automotive industry-and
the hundreds and thousands of jobs it supports-in
their hands,” said the Mike Hawes, chief executive
of UK car industry body the SMMT.

“Brexit is already causing us damage-in output,
costs and jobs, but this does not compare with the
catastrophic consequences of being cut adrift
from our biggest trading partner overnight,” he
added in a statement.  “Both government and par-
liament have a responsibility to take no-deal off
the table or risk destroying this vital UK industry,”
Hawes urged.

Few expect the deal to pass, but the scale of
Prime Minister Theresa May’s expected defeat in
parliament Tuesday could determine whether she
tries again, loses office, delays Brexit-or if Britain
even leaves the EU at all. With just over two months
to go until the scheduled Brexit date of March 29, a
bitterly divided Britain is in limbo and the world
awaits to see what will happen next.

Elsewhere yesterday, the president of the CBI,
Britain’s largest business lobby group, said the
“vast majority” of UK business would like to see
the Brexit deal passed. 

Talking on BBC radio, John Allan said that even
though it “looks extremely unlikely” that parliament
will back the deal, the government must be immedi-
ately ready to preside over a no-deal Brexit. 

This is “a time for very, very, clear leadership
from the government and the time to bring people
together”, Allan said. “This will be a situation of
national emergency. We are only 70-plus days from
crashing out of the EU.” —AFP

FRANKFURT:  Germany will find out if Europe’s top
economy ended 2018 in a technical recession, with
fears over slowing momentum fuelling calls for Berlin
to use its fiscal leeway to bolster growth.

Federal statistics office Destatis will publish a pre-
liminary estimate of Germany’s fourth quarter and full-
year gross domestic product figures for 2018, data
closely watched across the eurozone for signs of a
wider slump. The German economy shrank by 0.2 per-
cent in the third quarter, its first contraction in more
than three years.

The setback was mainly blamed on carmakers’
struggles to get ready for tough new EU emissions
tests, which caused production bottlenecks across the
vital sector, and low water levels in the Rhine that
hampered shipments of chemicals and raw materials.

Disappointing industrial data since then has sug-
gested the aftershocks of both stretched into the final
months of 2018, raising the prospect that Germany’s
output shrank for a second consecutive quarter-the
definition of a technical recession.

Uncertainty about Brexit and weaker Chinese
growth as a result of US-led trade tensions have fur-
ther rattled nerves in export-reliant Germany.

But many economists have been quick to stress that
Germany’s underlying fundamentals remain strong,
powered by healthy domestic demand.

“Even if it happens a technical recession should not
leave any marks on the labor market but should be the
very final wake-up call to step up investments and
structural reforms,” said ING Diba bank analyst
Carsten Brzeski.

Economy Minister Peter Altmaier, who expects
German growth of around 1.5 percent for 2018 com-
pared with 2017’s 2.2 percent, has also rebuffed the
doomsayers.

“Germany is not at the beginning of a recession,

even if there are unresolved problems in international
trade with Brexit and the United States,” Peter
Altmaier told Handelsblatt last week.

Europe’s powerhouse “has a strong reputation
globally, the mood is good among businesses and
many order books are full”, he said. Altmaier, of
Chancellor Angela Merkel’s center-right CDU, how-
ever acknowledged the government could do more to
give businesses “a tailwind” at a time of sluggish
global expansion. “It makes sense right now to set
incentives for growth,” he said, including through “tax
relief for companies”.

That puts him on a collision course with Finance
Minister Olaf Scholz of the centre-left Social
Democrats, who has said he sees no need for corpo-
rate tax cuts and recently warned that “the fat years
are over” when it comes to Germany’s run of tax rev-
enues overshooting expectations.

Loosening the purse strings 
Destatis was due to put a number on Germany’s

public finances for 2018 yesterday, expected to show a
sizeable surplus for the fifth year in a row.

In 2017 federal, regional and municipal governments
took in 36.6 billion euros ($42 billion) more than they
spent, helped by record-low unemployment, high
wages and the European Central Bank’s ultra-low
interest rates.

Germany, which also boasts a massive trade surplus
with the rest of the world, frequently faces calls from
abroad to spend more of the proceeds of its wealth to
encourage consumption at home-which would indi-
rectly benefit trading partners. Among the loudest crit-
ics is US President Donald Trump, who regularly rails
against Germany’s “unfair” trade imbalance and chas-
tises Berlin for not spending enough on defense.

Merkel’s coalition government agreed last year to

stick to its cherished “black zero” policy of a maintain-
ing a balanced federal budget, but also pledged bil-
lions of extra euros in social spending, including on
childcare, education and pensions reforms.

The government also vowed to invest in the coun-
try’s creaking internet infrastructure amid criticism it is
failing to prepare the nation for the digital future.

And Altmaier has mooted public investments in
electric car battery production and European projects
on artificial intelligence. But Berlin remains a laggard
on military spending, only committing to raising
expenditure from 1.24 percent of GDP last year to 1.5
by 2024 — well short of the 2.0 percent promise
Trump wants upheld. —AFP

Europe’s top economy shrank by 0.2% in Q3 2018

Germany at risk of recession 
but economists keep faith

LONDON: Rolls-Royce Motor Cars German CEO Torsten Muller-Otvos poses with a Rolls-Royce Dawn
(left) and Rolls-Royce Wraith Black Badge (right) cars in a showroom in central London. Rolls-Royce
announced its highest ever annual sales with 4,107 cars delivered to customers in over 50 countries
around the world in 2018. —AFP

Hundreds of
flights axed as
fresh strike hits
German airports
FRANKFURT:  Hundreds of flights were
cancelled at eight German airports yes-
terday, including at the nation’s busiest
travel hub Frankfurt, as security staff
walked off the job in a deepening row
over pay.

Germany’s powerful Verdi union said
the strike would last from 02:00 am until
8:00 pm (0100-1900 GMT) at Frankfurt
airport, with walkouts in Munich,
Hanover, Bremen, Hamburg, Leipzig,
Dresden and Erfurt following roughly the
same schedule. At least 220,000 trav-
ellers would be hit by cancellations and
delays, the ADV airport association said,
in a calculation that includes knock-on
effects at other airports.

Frankfurt airport operator Fraport,
which axed 617 out of around 1,200
scheduled flights, urged passengers not
to come to Europe’s fourth-busiest air-
port during the strike.

“Security doesn’t come free,” read a
banner held aloft by Verdi members
demonstrating at the airport, clad in yel-
low high-visibility jackets. German pas-
senger Brigitte Inhof told AFP that she
was going to have to travel by bus to a

different airport to catch a flight to the
Turkish resort of Antalya. 

“I should have flown direct from
Frankfurt to Antalya, now I have to make
my way to Stuttgart,” she said. At
Munich airport, Germany’s second
largest, a spokeswoman said around 100,
mainly domestic, flights were cancelled.

The coordinated industrial action
marks a major escalation in Verdi’s dis-
pute with employers, following walkouts
at Berlin’s airports last Monday and in
Stuttgart, Cologne/Bonn and
Duesseldorf last Thursday. Germany’s
flagship carrier Lufthansa accused Verdi
of ramping up tensions “to an unaccept-
able extent” while the ADV association
blasted the wave of strikes as “irrespon-
sible”.

“Verdi is unjustifiably carrying out
these strikes on the backs of travellers,
airlines and airports,” ADV head Ralph
Beisel said in a statement.

‘No response’ 
Verdi, which represents some 23,000

aviation security workers, said it was
forced to step up pressure because talks
with the BDLS employers’ association
were deadlocked. “Employers did not
respond to last week’s warning strikes at
all, they haven’t come up with an
improved offer,” Verdi board member
Ute Kittel told public broadcaster ZDF.

The union wants to see wages raised
to 20 euros ($23) per hour for workers
carrying out passenger, freight, person-
nel and goods checks at all German air-

ports.  Rates currently vary nationwide,
with staff in some airports in eastern
Germany earning around 14 euros
hourly, compared with just over 17 euros
for their peers in the capital and western
parts of the country.

“Security is not worth less in the east,
and the employees are not worth less,”
said Kittel.

The BDLS has baulked at the pro-
posed wage hike, instead offering pay
increases of up to 6.4 percent.

The next round of talks is slated for
January 23. Lufthansa, among the airlines

worst-hit by the strikes, said Verdi “has
no interest in making its contribution to
improving Germany as an aviation loca-
tion”. 

“We already have the lowest quality
security checks at the highest costs,
compared to Europe and other countries
around the world,” said Lufthansa board
member Detlef Kayser.

The dispute is the latest upheaval for
air travellers in Germany, after a series of
strikes by Ryanair cabin and cockpit
crew in the second of half of 2018
caused huge disruption. —AFP

HAMBURG: Security staff members wearing vests with the logo of German union
verdi stage a strike at the airport in Hamburg, northern Germany, yesterday. —AFP

China signals more 
stimulus as economic 
slowdown deepens
BEIJING:  China yesterday signalled more
stimulus measures in the near term as a tar-
iff war with the United States took a heavy
toll on its trade sector and raised the risk of
a sharper economic slowdown.

The world’s second-largest economy
will aim to achieve “a good start” in the first
quarter, the National Development and
Reform Commission (NDRC) said in a
statement, indicating the government is
ready to counter rising pressure. Central
bank and finance ministry officials gave
similar assurances.

Surprising contractions in China’s
December trade and factory activity have
stirred speculation over whether Beijing
needs to switch to more forceful stimulus
measures, though most analysts believe the
government is wary of steps that could
heighten debt risks and weaken the yuan.

Data yesterday showed credit growth
remains stubbornly weak, with several key
gauges hovering around record lows
despite months of policy easing.

“Further economic stimulus measures
will be needed. The authorities seem to be
taking their time to deliver this, perhaps
chastened by the overkill of their stimulus
in the financial crisis,” ING economists said
in a note to client. “The eventual package
may be very substantial.”

Some analysts believe China could
deliver 2 trillion yuan ($296.21 billion)
worth of cuts in taxes and fees, and allow
local governments to issue another 2 trillion

yuan in special bonds largely used to fund
key projects.

Most, however, expect the fresh stimu-
lus will  take months to start feeding
through the world’s second-largest econo-
my, with a turnaround not expected till
spring or summer.

China’s growth slowed in 2018 as a
years-long campaign to reduce a mountain
of debt and crackdown on riskier lending
practices pushed up borrowing costs,
dampening investment and hurting domes-
tic demand.

As the trade war with the United States
escalated last year and hit exports, global
financial markets went into a tailspin on
worries about a sharper China slowdown,
though many analysts believe an economic
hard landing is unlikely.

Premier Li Keqiang said China achieved
its key 2018 economic targets, which were
“hard-won”, and seeks a strong start in the
first quarter to help meet this year’s goals,
according to state television on Monday.
Sources told Reuters last week that Beijing
was planning to lower its growth target to
6-6.5 percent this year after an expected
6.6 percent in 2018, the slowest pace in 28
years. The proposed target, to be unveiled
at the annual parliamentary session in
March, was endorsed by top leaders at the
annual closed-door Central Economic
Work Conference in mid-December, the
sources told Reuters.

Annual growth of about 6.2 percent is
needed this year and in 2020 to meet the
ruling Communist Party’s longstanding goal
of doubling gross domestic product and
incomes in the decade to 2020, and to turn
China into a “modestly prosperous” nation.

China has lowered the level of reserves

that commercial banks need to set aside for
the fifth time in a year to spur lending, par-
ticularly to small and medium-sized firms.
Beijing has also cut taxes and fees, and
stepped up infrastructure investment to
shore up the economy.

This year, China will step up fiscal
expenditure and implement larger tax and
fee cuts. The cuts will focus on reducing
burdens for small firms and manufacturers,
the finance ministry said in a statement
yesterday. But government efforts to chan-
nel more funds to the struggling private
sector are facing big hurdles: banks are
wary of more bad debts amid the long reg-
ulatory crackdown; and, many business are
in no mood to make new investments in the

face of faltering sales.
Stabilising employment is the govern-

ment’s top priority, NDRC Vice Chairman
Lian Weiliang said at a news conference
yesterday, briefing reporters on the meas-
ures that are in the works following
December’s economic work conference.

No flood of stimulus
China will speed up investment proj-

ects and local government bond issuance,
but will not resort to “flood-like” stimu-
lus, Lian said. The central bank, in a sepa-
rate statement issued at the press confer-
ence, said it will maintain prudent mone-
tary policy with “appropriate tightness and
looseness.” —Reuters

HANGZHOU: A man plugging in an electric vehicle at a Sinopec service station in
Hangzhou, in China’s eastern Zhejiang province. The service station is one of the first
in the country to offer petrol, compressed natural gas (CNG) and electric car charging
service.  —AFP

JPMorgan earnings 
surge despite some 
trading weakness
NEW YORK: Earnings at JPMorgan Chase jumped in
the fourth quarter, but not as much as expected due to
weak trading activity and increased technology spend-
ing, according to results released yesterday.

Net income surged 67 percent to $7.1 billion, with
the year-ago period hit by one-time accounting costs
from US tax reform. Revenues rose four percent to
$26.8 billion.

Earnings got a lift from higher net interest income
following Federal Reserve interest rate hikes, with the
bank generating higher income from credit cards and
auto leases. The bank also notched an increase in over-
all loans. But earnings were dented somewhat by
increased spending on technology and marketing, as
well as the setting aside of more funds for bad loans.

JPMorgan also suffered a drop in some of its trading
businesses, especially fixed income trading, which saw
low activity amid market volatility in December. Rival
bank Citigroup also cited this factor in earnings on
Monday. Chief Executive Jamie Dimon termed 2018
“another strong year” and called on political leaders to
work together, implicitly acknowledging a government
shutdown now in its fourth week amid fighting in
Washington. —AFP


