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‘Suffering’ German economy 
narrowly escapes recession 

Berlin passes fiscal stimulus to bolster consumption 
BERLIN: The German economy narrowly
avoided an expected slip into recession in the third
quarter as consumers, state spending and con-
struction drove a 0.1% quarterly expansion in Eu-
rope’s largest economy. On an annual basis,
German gross domestic product expanded 0.5%
from July through September after a 0.3% expan-
sion in the previous three months, seasonally ad-
justed figures from the Federal Statistics Office
showed yesterday. 

“The German economy got away with a black
eye: the technical recession could be avoided,”
Deka bank analyst Andreas Scheuerle said. But he
added that it is still too early to give the all-clear.
The economy is “suffering from enormous global
political uncertainty” and its flagship industry, the
automobile sector, is not running smoothly any-
more, Scheuerle said. 

Manufacturers, whose exports have been a
bedrock of German economic strength for
decades, are struggling with weaker foreign de-
mand, tariff disputes sparked by US President
Donald Trump’s trade policies and business uncer-
tainty linked to Britain’s decision to leave the Eu-
ropean Union. The automobile sector, a key driver
of overall growth, is also having trouble adjusting
to stricter regulation following an emission cheat-
ing scandal and managing a broader shift away
from combustion engines toward electric cars.
“We do not have a technical recession, but the
growth numbers are still too weak,” Economy
Minister Peter Altmaier told ARD public television.

Fiscal stimulus
Finance Minister Olaf Scholz has suggested

abolishing the Soli income tax surcharge for most
employees from 2021, which could boost house-
hold spending by providing overall stimulus worth
about 10 billion euros a year. Speaking to the Bun-
destag lower house of parliament, Scholz de-
fended his decision that high-income people
should continue to pay the 5.5% surcharge. De-
spite criticism from Chancellor Angela Merkel’s
conservative bloc, lawmakers passed the plan with
the support of majority of the ruling coalition.

The BDI industry association called on Berlin
to abolish the surcharge for all employees and
bring the move forward to 2020 - a move which
would cost the government another 10 billion
euros. “The federal government must do more to
increase public investment and improve conditions
for private investment,” BDI Managing Director
Joachim Lang said. France, where growth this year
is expected to overtake that of Germany thanks to
its more domestically driven economy, has already
implemented a package to counter the “yellow
vest” protests of the last year.

The French package worth 10 billion euros is
made up mainly of tax breaks for low-income
workers and pensioners this year, followed by a 5
billion euro cut in income tax next year. The Eu-
ropean Commission expects the French economy
to grow 1.3% this year while in Germany it expects
a 0.4% expansion. Eurostat said yesterday that
the combined economy of the 19 countries sharing

the euro grew 0.2% in the third quarter from the
second, giving a 1.2% year-on-year expansion.

Germany’s Statistics Office said private house-
holds increased their spending from July through
September while state spending and construction
also supported overall growth. Exports edged up
on the quarter while imports remained broadly flat,
the office said, suggesting that net trade could

have been a positive impulse on the economy as
well. Alexander Krueger from Bankhaus Lampe
said that he expected more meagre growth rates
in the coming quarters as the trade outlook re-
mained clouded. “The economic slowdown in
China, the global trade dispute and the Brexit
chaos are all pointing to a weaker economic mo-
mentum,” Krueger said. — Reuters

BERLIN: German Chancellor Angela Merkel arrives for the weekly cabinet meeting at the Chancellery
in Berlin. — AFP 

S Africa’s SAA
cancels flights, 
offers striking 
employees new wage
JOHANNESBURG: South African Airways
(SAA) has cancelled flights scheduled for today
and tomorrow because of a pending strike by a
majority of employees but said yesterday it
hoped its revised wage offer would avert the
walkout at the state-run carrier. SAA has failed
to turn a profit since 2011 while relying on state
bailouts to fund a growing financing gap.

The airline is also without a permanent chief
executive and has yet to file annual results for
the two most recent financial years because of
concerns about its viability as a business. Unions
representing about 3,000 of its 5,000-member
workforce said on Wednesday that cabin crew
and other workers would strike over wages and
plans to cut more than 900 jobs.

The carrier said on Wednesday it might never
recover if the strike went ahead. Unions are de-
manding an immediate 8% increase, and after late
night negotiations SAA said yesterday it would
offer a 5.9% raise from April when it hopes to
have secured the necessary funding. “The in-
crease is not immediately available. We can only

implement it once we have secured funding,” SAA
spokesman Tlali Tlali said during a live interview
on television news channel eNCA.

“We have a meeting scheduled for today at 2
o’clock and we are hopeful we will be able to re-
solve the issue ... It will include all the unions ...
and if the meeting yields positive results we will
then activate some contingency plans that will
allow us to reinstate flights,” said Tlali. Only
flights directly operated by SAA would be af-
fected. Flights by subsidiaries Mango, SA Ex-
press and SA Air Link, as well as those of private
operators, would not be affected, SAA said.

Indefinite strike
The airline said it expected unions to respond

at an emergency meeting at 1200 GMT. Unions
said the strike would begin at 4 am today and go
on indefinitely. They are calling on SAA’s check-
in, ticket sales, head office, technical staff and
ground staff to take part. Zazi Nsibanyoni-
Mugambi, president of the South African Cabin
Crew Association (SACCA) that is leading the
strike with the National Union of Metalworkers
of South Africa (NUMSA), said the new offer
was unacceptable.

“They really need to get serious, 5.9% simply
won’t cut it. It’s just over 1% more than we are
asking for and we think it’s attainable, so last
night we asked SAA (negotiators) to go and get
a fresh mandate from management,” said Nsi-
banyoni-Mugambi. Numsa spokeswoman
Phakamile Hlubi-Majola said the union was still
consulting its members on whether to accept or
reject the revised wage offer. — Reuters

Chinese economy 
shows further
signs of weakness
BEIJING: China’s economy showed further
signs of strain yesterday with data showing a
sharp slowdown in consumer spending and fac-
tory production, while investment growth hit a
record low as the trade war with the US takes its
toll. The readings are the latest to give a
headache to leaders in Beijing, who are battling
the tariffs row with the US as well as a weak
global outlook, while trying to control a debt
mountain at home.

Officials said retail sales, a key gauge of
spending by the country’s vast army of con-
sumers, grew 7.2 percent on-year last month,
down 0.6 percentage points from September
and short of expectations. The figures from the
National Bureau of Statistics also showed
growth in industrial production came in at 4.7
percent, from 5.8 percent a month earlier. 

And fixed-asset investment expanded 5.2
percent in the first 10 months, the lowest
recorded since comparable data began being re-
ported in 1998. Forecasts had been for 5.4 per-
cent. Liu Aihua at the NBS warned China was
facing a “complex international economic situa-
tion” with downward pressure on the domestic
economy. And analysts warned of more head-

winds for the world’s number two economy,
which expanded six percent in the third quarter,
its worst reading in almost three decades.

“Not only were last month’s data weak, but
further weakness lurks ahead,” warned Martin
Lynge Rasmussen of Capital Economics, saying
he expects more monetary easing. Authorities
have unveiled a series of measures to kickstart
growth including major tax and rate cuts as well
as scrapping foreign investment restrictions in
its stock market. “Worsening growth prospects
will likely push Beijing to do more to support
growth,” said Ting Lu, chief China economist at
Nomura International.

The latest figures follow data at the weekend
showing factory prices falling at their fastest
pace in three years as orders slow down, while
consumer price inflation is only being supported
by a surge in the cost of pork owing to an
African swine fever epidemic. “China’s manufac-
turing sector remained sluggish in October with
no immediate respite likely, despite previous
monetary easing measures,” warned Betty Wang
of ANZ Research.

There are hopes that the trade stand-off with
the United States can be resolved with the two
close to a partial agreement that could see them
begin to roll back the tariffs each have imposed
on hundreds of billions of dollars-worth of goods.
But Rasmussen warned that while optimism
about a mini trade deal could “provide a boost to
corporate investment in the near term”, the focus
would soon afterwards shift to “more intractable
issues that we think will eventually lead the
(wider) trade talks to break down”. — AFP 


