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World faces clear 
and present 
danger from 
trade war: OECD
LONDON: It was a stark warning about
the risks ahead for the global economy,
even by the forthright standards of the
boss of the Organization for Economic
Co-operation and Development.

“The world economy is in a danger-
ous place,” Angel Gurria said as the
OECD announced its latest, lower fore-
casts for growth on May 21. The source
of his worry: the mounting trade tensions
between the United States and China,
which could hit the rest of the world
much harder than they have to date.

“Let’s avoid complacency at all
costs,” Gurria said. “Clearly the biggest
threat is through the escalation of trade
restriction measures, and this is happen-
ing as we speak. This clear and present

danger could easily have knock-on
effects.” With much of the world econo-
my still recovering from the after-effects
of the global financial crisis a decade
ago, US President Donald Trump caused
alarm when he raised tariffs on $200 bil-
lion worth of goods from China on May
10, prompting Beijing to say it would hit
back with its own higher duties.

Trade tensions are the main reason
that growth in the global economy will
weaken to 3.2 percent this year, the slow-
est pace in three years and down from
rates of about 5 percent before the finan-
cial crisis a decade ago, the OECD said.

More tariffs?
The world economy is expected to

pick up slowly next year, but only if
Washington and China drop their latest
tariff moves. The impact could be a lot
more severe if Trump follows through on
his latest threat to hit a further $300 bil-
lion of Chinese imports with tariffs and
China retaliates again.

That kind of tariff escalation, plus the
associated rise in uncertainty about a

broadening of the trade war, could lop
about 0.7 percent off the world econo-
my by 2021-2022, the OECD said.

That would be equivalent to about
$600 billion, or the loss of the economy
of Argentina. But the knock-on effects
might not stop there. A full-blown trade
war, combined with an ensuing debt cri-
sis in China and a shift away from
exports to drive its economy, could
cause a 2 percent hit to China’s econo-
my, in turn knocking global growth fur-
ther, the OECD said.

To be sure, that kind of worst-case
scenario may well be averted, given the
stakes for the United States and China.
Trump and Chinese President Xi Jinping
are due to meet at a Group of 20 lead-
ers’ summit in Japan on June 28-29.

Other G20 nations will be urging
them to step back from the fight, chief
among them Germany and Japan, two
export power-houses which have much
to lose from a long trade war. For now,
the effect of the trade tensions is being
felt mostly among manufacturers. By
contrast, consumers, buoyed by low

unemployment and weak inflation in
many of the world’s rich economies, have
shown little sign of alarm at the row
between Washington and Beijing.

But over the longer term, a protracted
trade war is likely to drag down the con-
sumer economy too. Global trade should
normally grow at double the pace of the
world economy but is expected to lag it
in 2019, boding ill for investment by
companies, the OECD said. That invest-
ment would normally drive productivity
growth, which is key for long-term pros-
perity and is urgently needed. Living
standards for many workers in rich
countries remain lower than before the
financial crisis of 2008-09.

The frustration with lower living
standards is widely seen as one of the
main factors behind the rise of populist
politics, including Trump’s presidential
election victory in 2016. “To put it
bluntly, this cannot be the new normal,”
said Laurence Boone, the OECD’s chief
economist. “We cannot accept an econ-
omy that doesn’t raise people’s living
standards.” —Reuters

Weak American 
manufacturing 
points to slowing 
economic growth
WASHINGTON: New orders for US-
made capital goods fell more than
expected in April, further evidence that
the economy was slowing after a growth
spurt in the first quarter that was driven
by exports and a buildup of inventories.
The report from the Commerce
Department on Friday also showed
orders for these goods were not as
strong as previously thought in March
and shipments were weak over the last
two months, indicating that manufactur-
ing was fast losing ground.

The sector, which accounts for about
12 percent of the economy, is being
squeezed by businesses placing fewer
orders while working off stockpiles of
unsold goods in warehouses. The inven-
tory overhang is concentrated in the
automotive sector, which is experiencing
slow sales. Boeing’s move to cut produc-
tion of its troubled 737 MAX aircraft is
also hurting manufacturing.

The loss of momentum came even
before a recent escalation in the trade
war between the United States and
China, leading economists to expect
demand for capital goods to remain soft.

The renewed trade tensions between
Washington and Beijing have roiled the
US stock market. Data on Thursday
showed a measure of factory activity hit
an almost 10-year low in May.

“We can’t sugar-coat today’s news,”
said Chris Rupkey, chief economist at
MUFG in New York. “Business invest-
ment is absolutely critical for the econo-
my to move forward and investment is
normally the swing factor that pumps up
growth or pulls out the support from the
economy.”

Orders for non-defense capital goods
excluding aircraft, a closely watched
proxy for business spending plans,
dropped 0.9 percent last month as
demand softened almost across the
board. These so-called core capital
goods orders rose 0.3 percent in March
instead of 1.0 percent as previously
reported. Economists polled by Reuters
had forecast core capital goods orders
falling 0.3 percent in April.

Shipments of core capital goods were
unchanged last month after a down-
wardly revised 0.6 percent decline in the
prior month. Core capital goods ship-
ments are used to calculate equipment
spending in the government’s gross
domestic product measurement. They
were previously reported to have
slipped 0.1 percent in March. Friday’s
report followed data this month showing
weak retail sales, industrial production
and home sales that prompted econo-
mists to slash GDP growth forecasts for
the second quarter.

The economy grew at a 3.2 percent
annualized rate in the first quarter, but
the downward revision to March core
capital goods shipments suggests busi-
ness spending on equipment was even
weaker than initially estimated during
the quarter. That could result in the
January-March GDP growth estimate
being trimmed when the government
publishes its revision next week.

JPMorgan on Friday cut its second-
quarter growth estimate to a 1.0 percent
rate from a 2.25 percent pace. Growth is
mostly slowing as last year’s massive
stimulus from the Trump administration’s
tax cuts and spending increases fades.
The dollar slipped against a basket of
currencies in thin pre-holiday trade. US
Treasury prices dipped, while stocks on
Wall Street were trading higher. U.S.
markets are closed on Monday for the
Memorial Day holiday. 

Economists said the raft of weak data,
uncertainty over the trade war and slug-
gish global growth could force the Federal
Reserve to cut interest rates. The US cen-
tral bank recently suspended its three-
year interest rate hiking campaign and last
month showed little desire to alter its
monetary policy stance. 

“We had previously expected the
next move from the Fed would be a hike,
albeit at the very end of our forecast
horizon in late 2020,” said Michael
Feroli, an economist at JPMorgan in
New York. “We now see the risks of the
next move as about evenly distributed
between a hike and a cut.”

Overall orders for durable goods,
items ranging from toasters to aircraft
that are meant to last three years or
more, tumbled 2.1 percent in April after
increasing 1.7 percent in the prior
month. Orders for transportation
equipment dropped 5.9 percent after
rising 5.9 percent in March. Orders for
motor vehicles and parts decreased 3.4
percent last month, the most since May
2018. Orders for non-defense aircraft
plunged 25.1 percent after rising 7.8
percent in March. Boeing reported
receiving only four aircraft orders in
April, down from 44 in March. All of the
orders last month were for the compa-
ny’s fastest-selling MAX 737 jetliner,
which was grounded in March after
two fatal plane crashes in five months.
Boeing has also suspended deliveries of
the aircraft.

Overall durable goods shipments fell
1.6 percent in April, the most since
December 2015, with civilian aircraft
shipments tumbling 16.0 percent last
month. Motor vehicle shipments
dropped 3.4 percent.

Durable goods inventories rose 0.4
percent last month, boosted by stocks
of motor vehicle and aircraft. Order
books at factories also slipped in April.
“That does not bode well for future
production,” said Joel Naroff, chief
economist at Naroff Economic Advisors
in Holland, Pennsylvania. “It is becoming
clear that whatever boom the tax cuts
may have created, if they did much at
all, is largely gone.”  —Reuters

NBK announces 
winners of 
Al-Jawhara 
weekly draws
KUWAIT: The National Bank of Kuwait continues to
reward its customers with Al-Jawhara Account through
weekly, monthly and quarterly draws. The bank recently
announced the winners of the weekly draw for the
month of May, naming, Minor Betool Esmael Suliman
Dashti, Saja Abdullah Syed Al-Behbehani and Nadiah
Ali Asghar Adoumi, as the winners of the KD 5,000
prize each. 

Automatically entering customers into the draws, Al-
Jawhara Account gives customers a chance to win KD
5,000 weekly, KD 125,000 monthly and a KD 250,000
grand prize quarterly for every KD 50 deposited into
their account. If no withdrawal or transfers occur on the
account during the required period, customers will
receive an additional chance to enter the draw for every
KD 50 held in the account, doubling their chance to win. 

Since 2012, the National Bank of Kuwait has reward-
ed loyal customers with a total worth of prizes up to
KD 2,200,000 in the weekly, monthly, and quarterly Al-
Jawhara draws. All the draws are conducted in the
presence of a representative from the Ministry of
Commerce & Industry and the name of all the winners
are announced. 

Customers can open an Al-Jawhara Account by sim-
ply visiting any NBK Branch. Also, NBK Customers can
conveniently open an Al-Jawhara Account through the
NBK Online Banking and NBK Mobile Banking. 

EQUATE Group
announces Q1
financial results
KUWAIT: The EQUATE Group, a global producer
of petrochemicals, yesterday announced its Q1 2019
unaudited earnings, reporting $294 million in EBIT-
DA, a 49 percent decrease from $577 million in Q1
2018, and $889 million in revenue, a 28 percent
decrease from $1,241 million in Q1 2018.  Net
income after tax stood at $183 million in Q1 2019, a
57 percent decrease from $435 million in the same
period last year. 

Commenting on the results, Dr Ramesh
Ramachandran, CEO and President of the EQUATE
Group, said: “While downstream demand growth has
remained stable, uncertainty of tariffs and volatility
in global markets has unsettled our customers. The
rapid rise in inventory ahead of the Chinese New
Year has taken longer than expected to work out.
Nevertheless, inventory at end user customers
seems to be at the lowest level we have seen in a
long time. The bearish sentiment can be overcome
when we remove the factors contributing to the
uncertainty. Our focus at EQUATE will remain on
being the safe, reliable and low-cost producer to
ride out this phase of market uncertainty. The con-
struction of US Gulf Coast plant remains on track to
go on line before the end of 2019.”

The EQUATE Group is a global producer of
petrochemicals and the world’s second largest pro-
ducer of ethylene glycol (EG). The Group owns and
operates industrial complexes in Kuwait, North
America and Europe that annually produce over 6
million tons of ethylene, EG, polyethylene (PE), poly-
ethylene terephthalate (PET), styrene monomer
(SM), paraxylene (PX), heavy aromatics (HA) and
benzene (BZ). The EQUATE Group includes
EQUATE Petrochemical Co (EQUATE), The Kuwait
Olefins Company (TKOC), as well as a number of
subsidiaries such as MEGlobal and Equipolymers. 

Their products are marketed throughout Asia, the
Americas, Europe, the Middle East and Africa. The
Group’s shareholders are Petrochemical Industries
Company (PIC), The Dow Chemical Company
(Dow), Boubyan Petrochemical Company (BPC) and
Qurain Petrochemical Industries Company (QPIC). 

LONDON: British shoppers paused in April after three
months of strong buying, according to official data that
showed continued underlying strength in consumer
spending even as the Brexit political crisis unfolded. 

Monthly retail sales volumes were flat last month, the
Office for National Statistics said, stronger than a medi-
an forecast for a 0.3 percent decline in a Reuters poll of
economists. During the three months to April, sales rose
1.8 percent, the fastest growth by this measure since
August last year. Consumer spending has been a bright
spot for the economy amid the Brexit crisis, contrasting
with cuts to business investment throughout 2018 and
slower global economic growth. Britain was originally
due to leave the European Union on March 29 but the
deadline has been pushed back to Oct 31 as Prime
Minister Theresa May failed to break an impasse in par-
liament on the terms of Brexit. 

May said on Friday she would resign as leader of the
ruling Conservative Party on June 7, paving the way for
a new prime minister to try to take Britain out of the EU.
Consumers are gloomy about the outlook for the econ-
omy, according to surveys. But strong job creation and
rising pay growth have boosted their spending power,
even if wages remain lower than before the financial cri-
sis once adjusted for inflation. 

Ruth Gregory, an economist with consultancy
Capital Economics, said it was only the second time in
the past 10 years that sales rose or remained flat for
four consecutive months. But she said the numbers
would have been worse without a strong rise in cloth-
ing sales which were helped by the warm weather over

Easter and price cutting. A separate measure of retail
sales suggested consumers turned more cautious in
May. The Confederation of British Industry’s sales bal-
ance, adjusted for the time of year, was the weakest
since March 2009. Samuel Tombs, an economist with
Pantheon Macroeconomics, warned against reading too
much into the CBI’s figures which were based on a
small number of retailers. 

“A dip in retail sales in May certainty is plausible, as
the boost from warmer-than-usual weather to clothing
sales unwinds, but we strongly doubt that the sky has
fallen in,” he said. ONLINE SURGE The contrast
between strong growth in online sales in the ONS data-
which hit a record high in the three months to April-and
the problems of high street retailers underscored the
fundamental shifts taking place in the industry, Duncan
Brewer, retail partner at consultants Oliver Wyman, said.
“Retail used to be simple: consumers went to stores,
browsed products, then bought what they wanted,” he
said. “Now, attracting consumer spending has become
all the more competitive with the rise of new businesses,
both big and small, which are successfully reaching new
consumers online.” Bricks-and-mortar stores hoping to
survive would have to offer the kind of service that cus-
tomers cannot get online, Brewer said. Retailers them-
selves have reported mixed fortunes this month. 

Morrisons , Britain’s No 4 grocer, missed quarterly
growth forecasts, blaming political and economic uncer-
tainty and No 3 player Asda warned of an “increasingly
challenging backdrop”. But discounter B&M had its
best ever Easter trading season. —Reuters

Clothing sales help boost overall sales

UK shoppers pause in April 
after a surge in spending

LONDON: A woman leaves with her goods in a plastic carrier bag after shopping at a branch of Marks
and Spencer supermarket in west London. —AFP

Wall Street edges 
up after Trump 
sparks US-China 
trade hopes
NEW YORK: Wall Street’s major stock indexes edged
higher on Friday after falling in the previous session, as
hopeful comments from US President Donald Trump
regarding trade relations with China assuaged con-
cerns among some investors.

Trump said late on Thursday that he saw a reso-
lution to the trade war with China “happening fast.”
He added that Chinese telecom equipment company
Huawei Technologies Co Ltd, which the White
House has blacklisted, could also be included in a
trade deal.

Still, he called Huawei “very dangerous.” No high-
level talks between the United States and China have
been scheduled since the last round of negotiations in
Washington two weeks ago.

Yet Trump’s comments were enough to give a slight
lift to US stocks in muted activity ahead of a long
weekend. Friday marked the lowest volume of the year
for a full trading session. US markets will be closed on
Monday for the Memorial Day holiday. —Reuters


