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NEWBURY, California: A model of the working prototype Skai aircraft, which US parent company Alaka’i Technologies says is the world’s
first vertical takeoff and landing vehicle powered by hydrogen fuel cells, is unveiled at the BMW Designworks offices in Newbury Park,
California on Wednesday. —AFP

WASHINGTON: US economic growth accelerated
in the first quarter, the government confirmed on yes-
terday, but there are signs that the temporary boost
from exports and inventory accumulation is already
fading, with production at factories slowing.

Gross domestic product increased at a 3.1 percent
annualized rate, the government said in its second
reading of first-quarter GDP. That was slightly down
from the 3.2 percent pace estimated last month.

The economy grew at a 2.2 percent pace in the
October-December period. While the government
trimmed its initial estimate for inventory investment,
export growth was raised. These two volatile com-
ponents were the key drivers of the rise in GDP in
the first quarter. There was a small upward revision
to consumer spending growth. Business spending on
equipment actually contracted in the last quarter,
while the housing market was weaker than initially
thought.

Economists polled by Reuters had expected GDP
growth for the first three months of the year would be
trimmed to a 3.1 percent rate. Excluding trade, inven-
tories and government spending, the economy grew
at a 1.3 percent rate as reported last month. That was
the slowest since the second quarter of 2013.

The economy will mark 10 years of expansion in
July, the longest on record. Growth is, however, slow-
ing. Industrial production and orders for long-lasting
manufactured goods declined in April as businesses
placed fewer orders at factories while working off the

inventory overhang. Retail sales were also weak last
month and the housing market continues to struggle.

The moderation in growth largely reflects the fad-
ing stimulus from the Trump administration’s hefty tax
cuts and spending increases last year. A trade war be-
tween the United States and China is also seen hurting
the economy. The Atlanta Federal Reserve is forecast-
ing GDP rising at a 1.3 percent pace in the second
quarter. The government also reported yesterday
after tax profits without inventory valuation and cap-
ital consumption adjustment, which correspond to
S&P 500 profits, fell at a 0.8 percent rate or $15.9
billion in the first quarter after falling at a 1.7 percent
pace or $34.2 billion in the fourth quarter.

An alternative measure of economic growth, gross
domestic income (GDI), increased at a rate of 1.4 per-
cent in the first quarter, compared to fourth quarter’s
0.5 percent pace.

The average of GDP and GDI, also referred to as
gross domestic output and considered a better meas-
ure of economic activity, increased at a 2.2 percent
rate in the January-March period, up from a 1.3 per-
cent growth pace in the fourth quarter. Export growth
in the first quarter was revised up to a 4.8 percent
rate, outpacing an upgrade to imports. As a result,
trade added 0.96 percentage point to GDP rather
than the 1.03 percentage points estimated last month.
Trade tensions between the United States and China
have caused wild swings in the trade deficit, with ex-
porters and importers trying to stay ahead of the tariff

fight between the two economic giants.
The standoff has also had an impact on invento-

ries. Growth in inventories was revised down to a
$125.5 billion rate in the first quarter from the previ-
ously estimated $128.4 billion pace.

Part of the inventory build was because of weak
demand, especially in the automotive sector, which
is weighing on production at factories. Inventories

contributed 0.60 percentage point to first-quarter
GDP, rather than the 0.65 percentage point reported
last month.

Growth in consumer spending, which accounts for
more than two-thirds of US economic activity, was
revised up to a 1.3 percent rate. Consumer spending
was previously reported to have increased at a 1.2
percent pace in the first quarter.—Reuters

US first-quarter GDP growth 
revised slightly down to 3.1%

Temporary boost from exports fading

WASHINGTON, DC: In this file photo, union workers demonstrate against the government shutdown in Wash-
ington, DC. US economic growth at the start of 2019 was slightly slower than originally reported but remained
robust despite US President Donald Trump’s extended government shutdown, according to new data released
yesterday. —AFP

African free trade 
zone takes effect: 
African Union
ADDIS ABABA, Ethiopia: An African free-trade zone came into
force yesterday, a step toward creating what the African Union (AU)
hopes will be a continent-wide market of 1.2 billion people worth
$2.5 trillion.  “This is a historic milestone!” tweeted Albert
Muchanga, AU commissioner for trade and industry. “We celebrate
the triumph of bold, pragmatic and continent-wide commitment to
economic integration.” The African Continental Free Trade Area had
been ratified by 22 countries by April 29, the requisite number for
formally notifying the AU. That paved the way for it to take effect
30 days later as stipulated in its statutes.

The agreement’s operational phase is to be launched on July 7 at
an AU summit in Niger. There are still a number of outstanding issues
to be resolved, including arbitration measures, certifying the origins
of goods, tackling corruption and improving infrastructure. Fifty-two
of the AU’s 55 member states have signed the agreement to establish
the free trade area since March 2018, with the notable exception of
Nigeria, the largest economy on the continent. But some of Africa’s
other economic heavyweights-including Ethiopia, Kenya, Egypt and
South Africa-are among the 24 nations that have formally ratified it.
In the last month, Zimbabwe and Burkina Faso joined the fold.

The AU envisions the free trade zone, once fully implemented,
driving economic integration and spurring investment within the
continent. It hopes the progressive elimination of tariffs will help
boost intra-Africa trade by 60 percent within three years. At pres-
ent, only 16 percent of trade by African nations is with continental
neighbors. —AFP

Pakistan approves 
20bn rupees fund to 
support stock market
ISLAMABAD: Pakistan yesterday approved a 20-billion ru-
pees ($134 million) fund to help boost its stock market after
big losses over the past two years, the finance ministry said.

Pakistan’s stock market has been one of the world’s worst

performing over the past two years, with its benchmark 100-
Share Index losing almost a third of its value since hitting an
all-time high of 53,127 points in May 2017. The market has
been hammered because of political instability and a weak-
ening economy that has seen growth slump amid a blow-out
of the fiscal and current account deficits, leading to a provi-
sional agreement with the International Monetary Fund for
a $6 billion bailout last month.

The finance ministry said the Economic Coordination
Committee (ECC) of the Cabinet, a top decision-making
body headed by de facto finance minister Abdul Hafeez
Shaikh, gave the green light for the fund.—Reuters


