
Friday, January 18, 2019B u s i n e s s

Friday 39

Troubled Croatian 
shipbuilder draws 
interest from 
potential investors
ZAGREB:  Croatia’s largest shipbuilder Uljanik,
which is trying to attract investors to stay
afloat, extended a due diligence process until
late next week after drawing the interest of po-
tential strategic partners. Croatia’s Economy
Minister Darko Horvat said four potential in-
vestors were looking at Uljanik’s business data
and another company was also interested, but
did not elaborate. “I expect at least two serious
offers for Uljanik at the end of this process
which would then prevent its bankruptcy,”
Horvat told reporters. Local media reported
that there were potential investors from
Ukraine, Italy, Germany, China and Australia
for Uljanik, which is 25 percent state-owned.

“Due to an additional interest voiced by
potential investors the management decided to
extend a due diligence process until Jan. 24.
The deadline for submitting bids to become

Uljanik’s strategic partner remains Jan. 25 by
2000 local time (1900 GMT),” the company
said in a filing to the Zagreb bourse. Originally,
the due diligence process was due to be com-
pleted on Jan. 17. The company has been on
the brink of bankruptcy after facing liquidity
problems over the past 12 months, which led to
two strikes by its workers in the second half of
last year over unpaid wages.

Uljanik owns two shipyards in the northern
Adriatic cities of Pula and Rijeka. In January
last year the Croatian government helped it
stay afloat with state guarantees for a loan
worth 96 million euros ($111 million), while pre-
vious governments guaranteed other loans ex-
tended to Uljanik, which is now putting
pressure on public finances.

Under European Union state aid rules, no
further state guarantees or direct payments
from the budget are allowed. Croatia’s once-
prosperous shipbuilding industry has strug-
gled to survive since independence from
Yugoslavia in the early 1990s. It has lost busi-
ness to Asian shipbuilders, such as those in
South Korea, missing opportunities to mod-
ernize and produce more sophisticated ves-
sels. Local banks and the country’s top
insurer, Croatia Osiguranje, also have stakes
in Uljanik. —Reuters

BEIJING: China’s economy is expected to cool
further this year as domestic demand weakens
and exports are hit by US tariffs, a Reuters poll
showed yesterday, reinforcing views Beijing will
need to roll out more stimulus measures.

The world’s second-largest economy got off
to a strong start in 2018, but pressure soon built
as a crackdown on riskier lending pushed up
borrowing costs and made it harder for smaller
companies to get funding, spurring record bond
defaults. At the same time, the escalating dispute
with the United States saw both sides slap tariffs
on each other’s goods, disrupting China’s trade
sector and weighing on Chinese business and
consumer confidence. Slowing demand global is
heightening those export pressures.

China’s economic growth is expected to slow
to 6.3 percent this year, which would be the
weakest in 29 years, from an expected 6.6 per-
cent in 2018, according to median forecast of 85
economists Reuters polled. The economy ex-
panded 6.9 percent in 2017. Both forecasts were
unchanged from the October poll.

“A significant Chinese slowdown may already
be unfolding,” Harvard University economics
professor Kenneth Rogoff said in a recent com-
mentary. A resumption of Sino-US trade talks has
increased optimism among some analysts that
Washington could agree to a further suspension
of planned tariff hikes on Chinese goods, origi-
nally slated to take effect this month. However, a
comprehensive agreement to end the dispute is
seen as unlikely by the negotiating deadline of

early March, given the number of highly divisive
and politically sensitive issues on the table.

Even if the two sides are able to reach a
durable trade deal, analysts said it would offer
only modest relief for China’s economy unless
Beijing can rekindle weak domestic investment
and demand.

“We expect the economy to soften further this
year. Domestic headwinds are likely to stay
strong,” analysts at Capital Economics said in a
note. “Output would only be slightly stronger if
China avoided further tariffs. And the broader
tensions around technology and national security
are likely to stay high.”

Sources told Reuters last week that Beijing
is planning to lower its economic growth target
to 6-6.5 percent this year from around 6.5 per-
cent in 2018.

Growth decelerated last year from 6.8 per-
cent in the first quarter to an expected 6.4 per-
cent in the fourth quarter. China will report its
fourth quarter and 2018 GDP growth on Jan. 21
(0200 GMT). Shock contractions in December
trade and factory activity readings have fuelled
worries that economy is cooling more quickly
than expected.

Investment growth has inched higher in the
last few months as regulators fast-track infra-
structure projects but it is still not far from
record lows, while retail sales growth is the
weakest since 2003 and the property sector
looks wobbly.

Tepid expansion in industrial output and

weaker consumer spending is squeezing compa-
nies’ profit margins, discouraging fresh invest-
ment and raising the risk of higher job losses.

Rate cut not on cards
With earlier growth boosting measures show-

ing little impact so far, China watchers widely ex-
pect Beijing to roll out more stimulus in coming
months to avert a sharper slowdown. But analysts
note it take time for those initiatives to filter
through to the broader economy, with most not

expecting activity to convincingly bottom out
until summer.

To free up more funds for lending, particu-
larly to smaller, private firms, the central bank
has cut reserves that banks need to set aside
five times over the past year. It has also been
guiding market interest rates lower. More
sweeping tax cuts are expected on top of those
unveiled last year, along with measures to boost
consumer demand for products such as home
appliances and cars.—Reuters

China growth set to slow to 6.3% 
in 2019, more stimulus likely

Central bank seen keeping lending rates steady in 2019

BEIJING: Germany’s Finance Minister Olaf Scholz (center) listens to fellow participants during a roundtable
seminar on the digital economy and social development, at Renmin University in Beijing yesterday. —AFP

World’s biggest
sovereign fund 
ejects Chinese 
company
OSLO:  Norway’s sovereign wealth
fund, the world’s biggest, has excluded
a Chinese company from its almost $1
trillion portfolio because of human
rights violations, the Norwegian central
bank said yesterday.

Yarn, fabric and apparel manufac-
turer Texwinca is the main shareholder
in Megawell Industrial, which has been
criticized for working conditions at its
factories in Vietnam.

The Council on Ethics, which makes
recommendations to Norway’s central
bank which runs the fund, cited as con-
cerns the discrimination of female
workers, health and safety risks at the
factories, and restrictions on the right
to form unions. The central bank con-

cluded there existed an “unacceptable
risk that the company is responsible for
serious or systematic human rights vi-
olations.”

According to the latest available
data, the Norwegian fund held 1.01
percent of Texwinca at the end of 2017,
worth $7.7 million. The fund, which has
holdings in some 9,000 companies
around the world as well as bonds and
real estate, is governed by ethical
guidelines laid down by parliament.

These bar it from investing in, among
other things, companies that commit
serious human rights violations, manu-
facture nuclear or “particularly inhu-
mane” weapons, or those in the coal
and tobacco industries. The central
bank also announced yesterday that it
was excluding the coal-based energy
companies Evergy of the US and
Washington H. Soul Pattinson of Aus-
tralia. Fuelled by Norway’s state oil and
gas revenue, the Government Pension
Fund Global is currently worth 8.4 tril-
lion kroner ($983 billion, 860 billion
euros). —AFP


