
LONDON/TOKYO: Factory activity shrank across much
of Europe and Asia in June as the simmering US-China
trade conflict put further strains on the manufacturing
sector, keeping policymakers under pressure to deploy
stronger steps to avert a global recession.

A series of mainly downbeat business surveys and
official indicators released yesterday followed Saturday’s
warning by Group of 20 leaders who met in Osaka, Japan,
of slowing global growth and intensifying geopolitical
and trade tensions. The data was collected before the
weekend summit.

The United States and China agreed at the summit to
restart trade talks after US President Donald Trump
offered concessions including no new tariffs and an eas-
ing of restrictions on tech company Huawei, providing
some relief to businesses and financial markets. But ana-
lysts doubt the truce will lead to a sustained easing of
tensions while lingering uncertainty could dampen cor-
porate spending appetite and global growth.

“It’s too early to turn optimistic. The two countries just
kicked the can down the road and there’s no knowing
what could happen next,” said Yoshiki Shinke, chief econ-
omist at Dai-ichi Life Research Institute in Tokyo. “Global
manufacturing activity hasn’t hit bottom yet. US business

confidence, particularly that of manufacturers, has been
weakening and if this continues, it may hurt economies
across the world.”

Factory activity in the eurozone shrank faster last
month than previously thought, in a broad-based down-
turn, according to IHS Markit’s Manufacturing
Purchasing Managers’ Index (PMI), which also suggested
there would be no quick turnaround. Germany’s export-
dependent manufacturing sector contracted in June for
the sixth time in a row, Italian activity declined for a ninth
month and Spain’s contracted at its fastest rate in more
than six years.

France, the eurozone’s second-biggest economy,
bucked the trend and activity grew at its fastest pace in
nine months. But against a backdrop of Brexit uncertainty
and global trade tensions, British manufacturers suffered
the sharpest fall in activity in more than six years, its PMI
showed, adding to signs of economic weakness there.

“The global manufacturing sector has continued to
deteriorate which will weigh on export orders,” said
Thomas Pugh at Capital Economics. In China, Asia’s eco-
nomic engine, the Caixin/IHS Markit PMI came in at 49.4,
falling short of market expectations and the worst reading
since January. It was the first time in four months the

keenly-watched index has fallen below the neutral 50-
mark dividing expansion from contraction on a monthly
basis.

Japan also saw manufacturing activity contract in June
to hit a three-month low, offering fresh evidence of an
economy under the pump as global demand weakens.
Separately, a Bank of Japan (BOJ) survey showed big
manufacturers’ confidence hit a near three-year low,
keeping its central bank under pressure to maintain or
even ramp up a massive stimulus program.

In South Korea, factory activity shrank at the fastest
pace in four months in June as the global trade slow-
down deepened, prompting companies to cut produc-
tion. Activity fell in Malaysia and Taiwan, a sign the US-
China trade conflict’s impact on the rest of Asia was
broadening.

In India and Indonesia, where factories are less
dependent on external demand for business, activity con-
tinued to grow albeit at a slower pace. Vietnam’s factory
activity expanded at faster rate although new orders rose
at their slowest since February. The Southeast Asian
economy has been a rare beneficiary of the trade war as
manufacturers shift their Chinese operations there to
sidestep US tariffs.

Dwindling policy ammunition
The US-China trade war has hurt business sentiment,

threatened to disrupt supply chains and jolted financial
markets, drawing warnings by policymakers over the
widening fallout on the global economy. International
Monetary Fund Managing Director Christine Lagarde
welcomed the resumption of trade talks between the two
countries, but warned more needs to be done to resusci-
tate a global economy that had already hit a “rough
patch”.

Heightening worries over global growth have forced
some central banks, such as those in Australia, New
Zealand, India and Russia to cut interest rates. While G20
leaders said they stand ready to take further action to
prop up growth, many major economies have little fiscal
and monetary space to battle another recession.

Expectations of a US Federal Reserve interest rate cut
have put pressure on the European Central Bank and the
BOJ to follow suit, despite their dwindling options to
arrest stalling growth. “If the Fed cuts rates, the BOJ and
the ECB must do something more powerful to contain cur-
rency appreciation,” said Sayuri Shirai, a former BOJ poli-
cymaker who is currently a professor at Japan’s Keio
University. —  Reuters
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Dubai port operator 
acquires Topaz 
Energy for $1.1bn
DUBAI: Dubai port and logistics giant DP World
said yesterday it has acquired Topaz Energy and
Marine, an offshore international vessel and marine
logistics company for nearly $1.1 billion. Dubai-
based Topaz is a subsidiary of Renaissance, a pub-
licly traded firm on Oman’s Muscat stock exchange,
with Standard Chartered Private Equity holding a
minority stake.

Topaz operates a modern fleet of 117 vessels and
operates mainly in the Caspian Sea, the Middle East
and North Africa, and West Africa, DP World said in
a statement. It has long-standing relationships with
leading international energy firms like British
Petroleum, Chevron, Dragon Oil and ExxonMobil
among others. “We are pleased to announce the

acquisition of Topaz, which further strengthens DP
World’s position as a world-leading operator in mar-
itime logistics services,” said the CEO of DP World,
Sultan Ahmed bin Sulayem. DP World is a global
logistics provider and operates around 78 ports and
terminals in 40 countries. — AFP

BINZHOU, China: Chinese employees working on products that will be exported to the US at a factory in Binzhou in China’s eastern Shandong province. Factory activity shrank across much of Europe and Asia in June as the
simmering US-China trade conflict put further strains on the manufacturing sector.—  AFP

Factories in Europe and Asia falter: Surveys
Trade truce fails to brighten global economic outlook

‘Good chance’ for 
more US exports to 
Huawei: Trump aide
WASHINGTON: As the United States and China pursue
trade talks, there is a “good chance” that more US firms
will be granted licenses to sell products to controversial
Chinese telecoms giant Huawei, White House economic
advisor Larry Kudlow said yesterday.

Kudlow’s comments came after President Donald
Trump and China’s Xi Jinping agreed on Saturday to a
truce in their trade war, and Washington pledged to hold
off on new tariffs while they negotiate. While Trump had
signaled the softer position on Huawei, a sticking point in
trade talks, by saying US companies could sell equip-
ment “where there’s no great national security problem,”
Kudlow added a bit of detail.

The senior Trump aide told “Fox News Sunday” that
“there’s a good chance the Commerce Department,
Secretary (Wilbur) Ross, will open the door on that and
grant new licenses.” Trump told Fox News Channel’s

“Tucker Carlson Tonight” that after meeting with Xi, he
believes the two sides are closer to a trade deal. “We
had a very good meeting. He wants to make a deal. I
want to make a deal. Very big deal, probably, I guess,
you’d say the largest deal ever made of any kind, not
only trade,” the president said, according to a transcript
released by the channel.

The US has said it fears that systems built by Huawei-
the world leader in telecom network equipment and
number two smartphone supplier-could be used by
China’s government for espionage via built-in secret
security “backdoors.” Huawei has vigorously denied that,
saying the US has never provided proof to substantiate
it. Many US lawmakers, including Senate Republicans
like Ted Cruz and Marco Rubio, are concerned about
any lifting of the effective ban against Huawei accessing
crucial American technology or operating in the US mar-
ket.

“If President Trump has agreed to reverse recent
sanctions against Huawei, he has made a catastrophic
mistake,” Rubio tweeted Saturday. Kudlow emphasized
that Huawei will remain on the so-called US Entity List-
foreign companies and individuals that are subject to
specific export and technology transfer licensing
requirements.—AFP


