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WASHINGTON:  Less than stellar US growth in
recent weeks has caused many businesses to
lower their outlooks and they now expect the
economy to weaken, the Federal Reserve said
Wednesday. The Fed later this month is widely
expected to cut interest rates for the third time
this year as policymakers work to provide sup-
port for an economy that has begun to sag-even
though for the moment it continues to outshine
the rest of the industrialized world.

“The US economy expanded at a slight to
modest pace... as business activity varied across
the country,” the central bank said in its beige
book report on the economy. “Business contacts
mostly expect the economic expansion to con-
tinue; however many lowered their outlooks for
growth in the coming six to 12 months.” Most
economists do not expect a recession in the next
year but forecasting models still show the risk is
increasing.

The hardships that manufacturing and agri-
culture face, according to the report, have not
eased. And elsewhere the picture has been un-
even, though household spending has remained
“solid,” according to the Fed’s report, which
gathers anecdotal accounts from around the
country. The mood was generally better in the
southern and western regions of the country,
while the Midwest and Great Plains-regions key
to President Donald Trump’s election upset in
2016 — were gloomier, according to the Fed.

Hard to find workers 
Oxford Economics said in a client note that the

report was “lackluster” and pointed to more rate
cuts from the central bank. “We still expect two
more rate cuts this year, in October and Decem-
ber,” the firm said. While US economic expansion
is in a record 11th year and unemployment re-
mains at 50-year lows, Fed members at their most
recent meeting said they had become “more con-
cerned” by mounting risks.

As the world economy begins to sputter, pol-
icymakers in recent weeks have said a clearer
picture has emerged of the threat from President
Donald Trump’s trade wars: Skittish companies,
unsure of markets and prices, have held back on
investment and could soon reduce hiring, which
could then eat into consumer spending and
growth. But according to the beige book, for
many employers the main barrier to more steady
hiring remains the lack of available and qualified
workers. A major New York employment firm
said “almost all job candidates are merely jump-
ing from other jobs,” the report said, while pres-
sure to fill open positions in the Philadelphia
region remained “acute.”

But among manufacturers, the labor shortage
had a different effect. Rather than lay off employ-
ees who could be hard to replace, some firms re-
duced worker hours instead. In the Boston
region, “signs of slowing have become more
widespread,” while growth in the New York area

“slowed to a subdued pace.” Conditions im-
proved in the Chicago and St Louis regions. The
early fallout from a month-long nationwide strike
by UAW workers at General Motors plants “was

limited,” the Fed said. Wall Street was largely un-
moved by the report, finishing slightly lower after
Commerce Department data showed weakening
consumer demand in September. — AFP

US firms say near-term outlook 
dimming amid slow growth: Fed
Fed expected to cut rates again this month

Ericsson sales rise but earnings 
hit by graft provision
STOCKHOLM: Ericsson yesterday reported rising sales, but the bottom line of
the Swedish maker of telecommunications network equipment was hit as it set
aside 1.1 billion euros to settle a US corruption probe. The company, which is com-
peting against China’s Huawei and Finland’s Nokia in supplying operators with the
backbone of the latest generation mobile telephone networks, said sales of 5G
equipment helped drive the 6 percent increase in overall sales in July through Sep-
tember from the same period last year.  “We continue to see strong momentum in
our business, based on the strategy to increase our investments for technology
leadership, including 5G,” chief executive Borje Ekholm said in a statement.

“We saw organic sales growth of 3 percent in the quarter, driven by the early
adopters of 5G, in North America and North East Asia,” he added.

Organic sales restates figures to eliminate changes in exchange rates to help
firms compare their performance between periods. But the company reported a
net loss of 6.2 billion kronor ($636 million, 575 million euros), compared to a profit
of 2.7 billion kronor in the same period the previous year.

A 12 billion kronor provision that the company announced last month to cover
the penalty Ericsson expects to receive in a US corruption investigation was re-
sponsible for the loss.

Ericsson has been cooperating since 2013 with an investigation by the US Se-
curities and Exchange Commission (SEC) and, since 2015, with an investigation
by the US Department of Justice.

The investigation covers a period up to the first quarter of 2017, and involves
operations in six countries: China, Djibouti, Indonesia, Kuwait, Saudi Arabia and
Vietnam. The company has acknowledged there had been several breaches of its
code of business ethics. Ericsson noted that its underlying profitability is improv-
ing, pointing to an increase in its gross margin-what’s left after deducting produc-
tion costs and sales-had risen to 37.8 percent from 36.9 percent, once
restructuring charges were excluded. — AFP

S Africa endures 
second day of 
power cuts 
JOHANNESBURG: South Africa was hit by power cuts
for a second day yesterday as state utility Eskom said
a number of generating units were still out of service
and some would not be back up and running for a few
days. On Wednesday Eskom was forced to impose first
power cuts for the first time in around seven months,
highlighting the challenge facing President Cyril
Ramaphosa in rescuing the state company, which has
been beset by financial and technical problems, and
putting further pressure on the economy.

“Contingency measures have been put in place to
manually feed coal to Medupi (power plant) whilst we
look into a permanent solution to the coal conveyor
belt failure at the station,” Eskom said.

“We have started receiving additional diesel sup-
plies from the major oil service providers and as such
we are comfortable that we can build the necessary
diesel and water reserves to acceptable levels over
the weekend.” Late on Wednesday Eskom said some
generating units have already returned to service and
it expects more units to return to service over the next
few days.

South Africa’s rand currency fell as much as 1 per-
cent against the dollar on Wednesday after Eskom an-
nounced the cuts. The power cuts also affected
supplies to Zimbabwe, where Eskom exports up to 400
MW daily, the country’s electricity utility ZESA Hold-

ings said in a notice yesterday. Power cuts are a daily
occurrence in Zimbabwe but Eskom’s supply problems
were compounding the situation. In South Africa, the
resumption of power cuts pose another risk to the al-
ready weak economy. Eskom produces more than 90
percent of South Africa’s electricity but has been hob-
bled by technical faults at its fleet of mainly coal-fired
power stations.

It is also grappling with a debt pile which stood at
around 440 billion rand ($31 billion) as of March.

Ramaphosa has pledged 59 billion rand of support
for Eskom over the next two years, on top of 230 billion
rand in bailouts spread over the next 10 years. Officials
say its operational losses mean Eskom will also have to
take other measures to make it financially sustainable.

Natasha Mazzone, South African shadow minister
of public enterprises at official opposition Demo-
cratic Alliance, yesterday said the government’s “mis-
management” of Eskom was to blame for the power
cuts. South Africa yesterday approved the promul-
gation of its long-delayed plan for electricity gener-
ation until 2030, a cabinet statement said ahead it
being publicly gazetted.

The Integrated Resource Plan (IRP 2019) will re-
place a previous blueprint not updated for almost a
decade, and deals with electricity generation and en-
ergy mix South Africa will rely on in the immediate fu-
ture. “The plan proposes nine interventions to ensure
the country responds to the energy needs for the next
decade,” said cabinet without elaborating.

The interventions consider energy demand and
supply as well as international obligations for South
Africa to reduce harmful greenhouse gas emissions,
cabinet added. The government will disclose more de-
tails at a media briefing on Friday. — Reuters

NEW YORK: A customer counts his cash at the register while purchasing an item at a Best Buy
store in Flushing, New York. — Reuters


