
LONDON/HONG KONG: Global factory ac-
tivity recovered a little last month but still ap-
peared to be in the doldrums as demand
remained weak and trade protectionism con-
cerns prominent, while stimulus measures had
yet to fully kick in.

In the eurozone, business survey data yester-
day pointed to a third straight month of contrac-
tion and while manufacturing is still growing in
the United States, it missed expectations by a
wide margin on Wednesday. The picture was
similarly gloomy across much of Asia.

That left the outlook for central banks pre-
dominantly skewed towards either easing - or at
least not tightening - policy. Malaysia and New
Zealand are prime candidates for potential rate
cuts, and monetary authorities in Australia are
facing growing calls to do likewise.

The Bank of England, meeting yesterday, is
almost certain to remain on hold but keep its op-
tions open for later in the year, in what will be
its first policy decision since the postponement
until Oct. 31 of Britain’s scheduled departure
from the European Union. As the eurozone’s
economic prospects have dimmed - in part due
to a lack of clarity over Brexit - expectations for
interest rate hikes from the European Central
Bank have been pushed further into next year.

The Federal Reserve held interest rates
steady overnight, saying it saw no strong case
for either hiking or cutting, disappointing US
stock markets. “We see the May meeting as
more evidence that this pause has legs. We con-

tinue to expect the Fed to leave rates unchanged
through this year and next,” BNP Paribas econ-
omists told clients.

A resolution in the trade dispute between
Washington and Beijing would go a long way to-
wards improving the mood.

While there is still great uncertainty, US
Treasury Secretary Steven Mnuchin said the
two countries completed productive talks on
Wednesday and were nearing a deal that would
roll back a portion of the $250 billion in US tar-
iffs on Chinese goods. Beijing in March an-
nounced additional tax cuts and infrastructure
spending this year worth hundreds of billions of
dollars, while bank lending in the first quarter hit
a record 5.81 trillion yuan ($863 billion).

The People’s Bank of China has also been
cutting banks’ reserve requirements and keep-
ing short-term money market rates low.

Floundering factories 
Purchasing Managers’ Indexes showed man-

ufacturing activity shrank again in the euro zone,
and that the boost to British factories from
record rates of pre-Brexit stockpiling slowed in
April. Uncertainty over the terms of Britain’s EU
departure, long scheduled for March 29, had
previously prompted factories to load up on
parts and materials at the fastest rate in the 27-
year history of the PMI surveys.

The same factor affected the rest of Europe.
Activity in the continent’s manufacturing pow-
erhouse Germany shrank for a fourth month run-

ning and in Italy it contracted for a seventh
month. It accelerated in Spain but only stabi-
lized in France. In China, both official and pri-
vate factory surveys suggested an unexpected
loss of momentum last month, though overall
activity still expanded, albeit at a more sub-
dued rate. While many analysts agree the
worst may be over for the world’s second-

largest economy, the disappointing readings -
which followed surprisingly upbeat March data
- suggested it is still struggling for traction.
April’s downbeat reading, coupled with a soft
outlook for trade, have raised questions over
how much more stimulus is needed to generate
sustainable growth in China without risking a
sharper jump in debt.—Reuters
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HONG KONG: A general view shows residential and commercial buildings towering over commuters
driving along a main road in Hong Kong. — AFP 

Global factories on the mend 
in April but still struggling

Asia PMI data mixed, Eurozone contracts, US growth lags expectations

PRAGUE: The United States yesterday urged
“like-minded governments” from the European
Union to be cautious and coordinate their poli-
cies on 5G network security in light of suspi-
cions over the system proposed by Chinese
giant Huawei.

“Only with the leadership of like-minded
countries we’ll be able to develop and deploy
and manage secure and reliable 5G communica-
tions infrastructures,” said Joshua Steinman, a
special cyber security assistant to US President
Donald Trump.

Speaking at a conference in Prague organ-
ized by the Czech government, he singled out
national security as “a mandatory criterion in
evaluating suppliers of information and commu-
nication technologies, products and services.”
“We hope that like-minded governments will
avoid committing to any one system or vendor
until they’re able to properly vet and compare
available technologies and fully assess risks
across the life cycle of 5G network installation

and operation,” said Steinman.
The United States has banned government

agencies from buying equipment from Huawei
over fears Beijing could spy on communications
and gain access to critical infrastructure if the
firm is allowed to develop foreign 5G networks
offering instantaneous mobile data transfer.

Washington is adamantly opposed to
Huawei’s involvement because of its obligation
under Chinese law to help Beijing gather intelli-
gence or provide other security services.

Steinman was echoed by Julian King, an EU
commissioner in charge of the Security Union,
who spoke in a video message screened at the
conference. “There is an urgent need for coor-
dinated action when it comes to protecting our
critical digital infrastructure, especially in the
case of 5G networks which represent a techno-
logical tipping point of potentially profound sig-
nificance,” King said.

“National decisions need to be coordinated
because they have European-wide implica-
tions,” he added, while insisting that his recom-
mendations were not “targeted at any one
company or any one country.”

In December, the Czech Republic’s National
Cyber and Information Security Agency warned
against using Huawei software and hardware,
saying they posed a threat to state security.  

However, the EU member’s pro-Russian, pro-
Chinese president Milos Zeman met a Huawei
official in Beijing last week to express his soli-
darity with the telecoms giant.—AFP 
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SYDNEY: Australia’s big banks-once among the
world’s most profitable-are being forced to amass
war chests worth billions of dollars to reimburse
customers for years of dodgy fees.

Industry heavyweight the National Australia
Bank yesterday became the latest financial house
to outline the mounting cost of refunding ripped-
off customers following a government probe into
the sector. The company announced it had set
aside Aus$1.1 billion (US$770 million) in the last
financial year to remediate customers.

A Royal Commission exposed rampant bank
malpractice that included charging fees to dead
people, charging fees for no services at all, ag-
gressive selling tactics and poor advice that led to
significant financial upheaval for clients.

The year-long investigation singled out NAB
for especially harsh criticism, forcing the depar-
ture of the firm’s CEO and chairman. 

It “forced us to confront broader issues of how

we treat customers”, the bank said in a statement
yesterday. Earlier this week NAB’s competitor
ANZ said it had set aside Aus$928 million in re-
mediation costs since the first half of the 2017 fi-
nancial year and contacted more than 276,000
customers. Commonwealth Bank and Westpac
have taken similar steps. The total cost for the sec-
tor could be as much as Aus$6 billion, according
to a Macquarie Research estimate.  The costs-al-
though a fraction of revenues-are beginning to be
felt on the banks’ bottom lines, at a time when the
housing market is slowing, and they are being
asked to increase capital holdings.

Announcing half-yearly earnings, NAB said it
would defer the “majority” of management
bonuses and cut shareholder dividends by 16 per-
cent to protect the firm’s balance sheet during a
“challenging” period. NAB said that in the past six
months it had put aside Aus$525 million for “cus-
tomer-related remediation costs”, bringing the
total provisions to Aus$1.1 billion.

The bank said there was “potential for addi-
tional costs, although the amounts and timing re-
main uncertain”. The process is likely to take “a
considerable period of time to complete” accord-
ing to Fitch Australia and New Zealand bank an-
alyst Tim Roche.

He said that banks are only booking the
charges that they can quantify, so new issues
could surface or existing ones could be more
complicated than expected.—AFP
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