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LONDON: World stocks nudged down yester-
day as Chinese economic data slowed in Octo-
ber and Germany only narrowly avoided a
recession in the third quarter, adding to worries
about the global growth fallout from the US-
China trade war. MSCI’S All-Country World
index, which tracks shares in 47 countries, was
down 0.14% after start of trading in Europe. 

European shares fell after data showing the
German economy grew just 0.1% in the third
quarter, avoiding edging into a mild contraction
thanks to consumer spending, but remaining
weak nevertheless. The pan-European STOXX
600 index was down 0.2%, while Germany’s
DAX fell 0.4%. “Obviously it’s better than ex-
pected, but actually I would argue is that it’s a
hollow victory because in effect it makes a fiscal
response less likely,” said Michael Hewson, chief
markets analyst at CMC Markets in London. 

“I think if they’d gone into a technical reces-
sion, the pressure to loosen the purse strings so
to speak would have been much greater.” Bond
markets also appeared to largely shrug off the
growth reading, with most 10-year euro zone
bond yields were down around 2 basis point in
early trade, with Germany’s 10-year benchmark
at -0.32%.

In Asia, stocks fell after soft economic data
in China and Japan showed the trade war be-
tween Beijing and Washington was hitting
growth in some of the world’s biggest
economies. MSCI’s broadest index of Asia-Pa-
cific shares outside Japan fell 0.3%. Japan’s

Nikkei stock index fell further, dropping 0.8%.
Australia’s S&P/ASX200 wiped earlier gains
to close 0.5% higher, while Shanghai blue
chips were up 0.15%, supported by expecta-
tions that the gloomy figures would add to the
case for stimulus.

China’s factory output growth slowed signifi-
cantly more than expected in October, as weak-
ness in global and domestic demand and the
drawn-out Sino-US trade war weighed on broad
segments of the world’s second-largest econ-
omy. Fixed asset investment, a key driver of eco-
nomic growth, rose just 5.2% from January to
October, against expected growth of 5.4% and
the weakest pace since Reuters record began in
1996. China and the United States are holding
in-depth discussions on a “phase one” trade
agreement, and cancelling tariffs is an important
condition to reach such a deal, the Chinese com-
merce ministry said yesterday.

China’s industrial production growth slowed
sharply in October, with the 4.7% year-on-year
rise well below forecasts for 5.4%. Investment
growth hit a record low and retail sales also
missed expectations. The weak figures also
come as market confidence about a resolution
being reached weakens, with a new Reuters poll
showing most economists do not expect Wash-
ington and Beijing to strike a permanent truce
over the coming year. Trump offered no update
on the progress of negotiations in a policy
speech on Tuesday. The Wall Street Journal re-
ported on Wednesday that talks had snagged on

farm purchases. US futures were down 0.14%,
following a record-high close on the S&P 500
on Wednesday. Worries about spiraling violence
as anti-government protests intensify in Hong
Kong have also soured investor sentiment. Pro-
testers paralyzed parts of Hong Kong for a fourth

day, forcing school closures and blocking high-
ways and other transport links in a marked esca-
lation of unrest in the financial hub. Hong Kong’s
Hang Seng fell 0.8% to a fresh one-month low.
In currency markets, safe havens such as the
Japanese yen and Swiss franc gained. — Reuters

Global stocks dip as Chinese 
economic slowdown deepens 

US household debt 
nears $14 trillion 
NEW YORK: Borrowing by American households rose for the 21st straight quarter
in the July-September period and is more than $1 trillion above the prior peak set
in 2008 at the outset of the global financial crisis, the New York Federal Reserve
Bank said Wednesday. Amid attractive interest rates, total household debt rose
0.7 percent to $13.95 trillion in the July-September period compared to the prior
three months, driven higher by mortgage borrowing as well as student and auto
loans, according to the latest quarterly data.

The New York Fed also released data showing that borrowers from mostly
black neighborhoods were having greater difficulty in paying their student loan
debts than borrowers from mostly white and Hispanic neighborhoods. Rising
wages and low unemployment also helped cut bankruptcies 13.4 percent below
year-ago levels to 186,000. The rate of new delinquencies among mortgage bor-
rowers was also the lowest on record.

“New credit extensions were strong in the third quarter of 2019, with auto loan
originations reaching near-record highs and mortgage originations increasing sig-
nificantly year-over-year,” Donghoon Lee, a New York Fed research officer, said
in a statement. “The data suggest that households are taking advantage of a low-
interest rate environment to secure credit.” Student loans rose $20 billion to $1.5
trillion, with 9.26 percent becoming past due by 90 days or more.

In a separate publication, the New York Fed also said data from racially segre-
gated neighborhoods showed borrowers from area codes with a majority of black
residents were more likely to borrow and about twice as likely to default on stu-
dent loans than borrowers from majority-white areas, according to the New York
Fed. The relatively higher default rates likely reflect a struggle to repay amid large
income disparities, with average student loan balances approaching 100 percent
of average income in black-majority areas, the New York Fed said. — AFP 

Japan’s economy 
nearly stalls in Q3
TOKYO: Japan’s economy ground to a near standstill
in the third quarter with growth at its weakest in a year
as the US-China trade war and soft global demand
knocked exports, keeping pressure on policymakers to
ramp up stimulus to bolster a fragile recovery. Private
consumption also cooled from the previous quarter,
casting doubt on the Bank of Japan’s view that robust
domestic demand will offset the impact from intensify-
ing global risks. The world’s third-largest economy
grew an annualized 0.2% in the third quarter, slowing
sharply from a revised 1.8% expansion in April-June,
preliminary gross domestic product (GDP) data re-
leased by the government showed yesterday. It fell well
short of a median market forecast for a 0.8% gain and
marked the weakest growth since a 2.0% contraction
in July-September last year.

“Domestic demand had made up for some of the
weakness in external demand, but we can’t count on
this to continue,” said Taro Saito, executive research
fellow at NLI Research Institute. “A contraction in Oc-
tober-December GDP is a done deal. The economy
may rebound early next year, but will lack momentum.”
The feeble data may heighten calls from lawmakers for
the government to boost fiscal spending to support the
economy, which many fear will take a hit from a sales
tax hike that took effect in October.

Private consumption grew 0.4% in July-September,
slowing from a 0.6% increase in the previous quarter,

despite stronger demand from households which sought
to beat the October tax hike. Capital spending, a rare
bright spot in the economy, rose 0.9% in the third quar-
ter, accelerating from the previous three months. That
helped domestic demand add 0.2 percentage point to
growth. But external demand knocked 0.2 percentage
point off GDP growth, as exports were hit by the pro-
tracted China-US trade war that has upended world
supply chains and hurt the global economy.

Trade war strains
Markets have been on edge in the past month as the

United States and China seek to complete an initial
trade deal to de-escalate their bitter tariff row. US
President Donald Trump on Tuesday dangled the
prospect of completing the initial deal with China
“soon,” but has so far offered no new details on the ne-
gotiations. The dispute has already hit big exporters
hard. Japanese electronic giant Panasonic Corp last
month reported a 12% drop in its second-quarter op-
erating profit due to slumping sales of electric compo-
nents to factory owners. 

Moreover, worsening ties with South Korea had “a
big impact” on already weak exports, Economy Minis-
ter Yasutoshi Nishimura told reporters after the GDP
data release. “Exports will remain weak due to slack
demand for cars and electronics parts. In addition, de-
clines in tourists from South Korea are having large
negative effects,” he said. Relations between South
Korea and Japan began to deteriorate late last year fol-
lowing a diplomatic row over compensation for wartime
forced laborers during Japan’s occupation of Korea. The
dispute has spilled into trade as Tokyo put restrictions
on exports of semiconductor materials to South Korea,
Japan’s No.3 trading partner. — Reuters

FX risk off sentiment ‘alive and well’

DHAKA: People stand in a line to purchase onions, as prices have shot past $2.35 per kg, in
Dhaka yesterday. — AFP 


