
Thursday, April 2, 2020B u s i n e s s

Established 1961 

Asia’s factory activity plunges 
as coronavirus shock deepens

China’s private survey shows improvement in factory activity

10

TOKYO: Factory activity contracted sharply across
most of Asia in March as the coronavirus pandemic
paralyzed economic activity across the globe, with
sharp falls in export power-houses Japan and South
Korea overshadowing a modest improvement in China.

Manufacturing gauges also tumbled in Indonesia,
Vietnam and the Philippines, Purchasing Managers’
Index (PMI) surveys showed yesterday, underscoring
the widening damage brought by the pandemic that
has infected more than 700,000 people, upended

supply chains and led to city lockdowns worldwide.
China’s factory activity improved slightly more than
expected in March after plunging a month earlier, a
private business survey showed, but growth was mar-
ginal, highlighting the intense pressure facing busi-
nesses as domestic and export demand slumps.

While factories in China gradually restarted opera-
tions after lengthy shutdowns and a fall in virus cases
allowed the country to start relaxing travel restrictions,
activity in South Korea shrank at its fastest pace in 11
years as many of its trading partners imposed dramatic
measures to curb the virus’ spread.

“If you look at the Korean numbers, they’re fairly
bad ... They’re likely to get worse still because Korea
will be dependent on parts from Europe and the

United States,” said Rob Carnell, Asia-Pacific chief
economist at ING in Singapore. “(Policymakers) have
to accept the inevitable that there is a massive global
pandemic here, there is an outbreak in almost every
country globally and certainly in our region, which is
getting to levels that if they don’t take very dramatic
action, it’s going to get much worse,” he said.

Japan’s factory activity contracted at the fastest
pace in about a decade in March, adding to views that
the world’s third-largest economy is likely already in
recession. A separate “tankan” survey by the Bank of
Japan showed yesterday that business sentiment
soured to a seven-year low in the three months to
March, as the outbreak hit sectors from hotels to car-
makers.

“The tankan clearly shows a sharp deterioration in
business sentiment and confirms the economy is
already in recession,” said Yasunari Ueno, chief market
economist at Mizuho Securities. China’s Caixin/Markit
Manufacturing Purchasing Managers’ Index (PMI)
rose to 50.1 last month, from February’s record low of
40.3, and just a notch above the 50-mark that sepa-
rates growth from contraction.

South Korea’s IHS Markit PMI plunged to 44.2, its
lowest since January 2009 when the economy was
reeling from the global financial crisis. The index was
48.7 in February. Japan’s PMI fell to a seasonally
adjusted 44.8 from a reading of 47.8 in February, its
lowest since April 2009. The ruling coalition has called
on the government to secure a stimulus package worth
at least 60 trillion yen ($553 billion), with 20 trillion
yen in direct spending.

“Things are likely to get a lot worse in the months
ahead,” Alex Holmes at Capital Economics said in a
note to clients, nothing the survey period for the PMIs
likely didn’t capture more recent lockdowns such as

those in Malaysia and Thailand. The consultancy
expects global gross domestic product (GDP) to fall
by more than 3 percent this year.

Policymakers across the globe, including in Asia,
have announced massive monetary and fiscal stimulus
measures to try to mitigate the economic fallout from
the pandemic, keep cash-starved businesses afloat and
save jobs. But many measures have been short-gap

steps to deal with the immediate damage to corporate
funding and shore up banking systems amid worries of
a credit crisis.

The International Monetary Fund has said the pan-
demic was already driving the global economy into
recession, calling on countries to respond with “very
massive” spending to avoid bankruptcies and emerg-
ing market debt defaults. — Reuters

Some banking 
systems may 
need help: IMF
WASHINGTON: Some countries’ banking sys-
tems might have to be recapitalized or even
restructured, if their economies are severely handi-
capped by prolonged disruption from the coron-
avirus outbreak, officials at the International
Monetary Fund said on Tuesday. Leading regula-
tors and bank chief executives, particularly in the
United States, have said lenders are robust enough
to withstand the unfolding economic crisis.

Tobias Adrian, the director of the IMF’s mone-
tary and capital markets department, told Reuters in
an interview that in a ‘baseline’ scenario that would
be a repeat of a 2009-type growth path, banks
could withstand the adverse impact. Adrian cau-
tioned, however, that conditions could deteriorate.

“(In a) beyond-severely adverse scenario, then it
could be that some banks are undercapitalized and
at that point policy makers might have to take fur-
ther actions such as recapitalizing or restructuring
banking systems,” Adrian said.

Helping countries in times of distress was
“bread-and-butter” work for an institution like the
IMF, he added. Adrian, in a blog post with Aditya
Narain, deputy director in the IMF’s Monetary and
Capital Markets Department, outlined a number of
measures regulators should take to mitigate the
effects of the economic crisis on banking systems,
including suspending new rulemaking, encouraging
loan modifications and urging banks to use their
liquidity reserves - measures many regulators are
already taking.

“What banks are expected to do now is loan
modifications ... look through the loans on their
books and say: ‘OK, a large fraction of my borrow-
ers are not going to be able to pay interest for some
time ... but in a year they will,’” said Adrian. “So (the
banks) modify the loan ... and forgo the interest
payments and that’s a hit to their baseline and that’s
why the banks stopped paying dividends and
repurchases, so they are better prepared to take
those hits.”

In a bid to bolster banks’ capital reserves, the
European Central Bank last week ordered lenders
to halt all dividend payments until October 2020 at
the earliest, while big banks in the United States are
also under pressure to halt dividends after sus-
pending share buybacks this month.—Reuters

Pandemic 
paralyzes 

economic activity

WUHAN: Employees wearing face masks working on an assembly line at an auto plant of
Dongfeng Honda in Wuhan in China’s central Hubei province. — AFP

Kiwis cheesed 
off at surging 
cauliflower costs 
WELLINGTON: The coronavirus pandemic has
upended life for billions, but New Zealanders tolerat-
ing strict lockdown laws have drawn the line at surg-
ing cauliflower prices and are demanding the gov-
ernment act.

New Zealand authorities monitoring price gouging
amid the global health crisis have been flooded with
complaints about the cost of the humble vegetable.
Rather than profiteering from soaring demand for
facemasks and cleaning products, or even alcohol and
cigarettes, Kiwi retailers stand accused of dirty tactics
in the veg aisle.

Prime Minister Jacinda Ardern launched a reporting
service called Price Watch on Monday which she said
received almost 1,000 emails in its first day of opera-
tion. “The most common complaint was... the high
price of cauliflower, with some emails quoting NZ$13
($7.70) each,” she told reporters yesterday. “Prices of
hand sanitiser, bread, meat, facemasks and garlic also
featured.

“I want to say to people that we are taking these
complaints seriously.”

Statistics New Zealand’s website has cauliflower
pricing information going back more than a decade,
showing the vegetable cost about NZ$4.00 at the end
of last year. North Island supermarket owner Sagar
Patel last week revealed that officials had questioned
him about the price of his cauliflowers, which are a
seasonal item.

Patel denied any wrongdoing and said high-volume
items such as bread would make more sense for profit
gouging. “Our sales for cauliflower represents less than
0.01 percent of our weekly turnover, why would we try
to price gouge on an item that is so insignificant to our
business?” he told the New Zealand Herald. — AFP

Trump finalizes 
rollback of fuel 
efficiency norms
WASHINGTON: President Donald Trump’s adminis-
tration on Tuesday completed a rollback of US vehicle
emissions standards adopted under his predecessor
Barack Obama and will require 1.5 percent annual
increases in efficiency through 2026 - far weaker than
the 5 percent increases in the discarded rules.

The announcement - condemned by Democrats and
environmentalists while being lauded by Republicans
and business interests - sets up a legal battle, with
California and 22 other states planning to challenge the
rewrite of what had been one of most ambitious US
policies aimed at combating climate change. The
Trump administration called the move its largest single
deregulatory action and said it would will save
automakers upwards of $100 billion in compliance
costs. The policy reversal marks the latest step by
Trump, a Republican, to erase environmental policies
pursued by Obama, a Democrat.

James Owens, acting head of the US National
Highway Traffic Safety Administration, said the plan
“strikes the right balance between environmental con-
siderations, health and safety considerations and eco-
nomic considerations.” Writing on Twitter, Trump said
his administration was “helping US auto workers by
replacing the failed Obama Emissions Rule.” Auto-
producing states like Michigan could be pivotal in
Trump’s Nov 3 bid for re-election. House of
Representatives Speaker Nancy Pelosi, a Democrat,
said the administration’s decision will harm public
health and endanger U.S. economic security.

“The Trump administration’s anti-science decision
to gut fuel standards will unleash massive amounts of
pollution into the air at the worst possible time,” Pelosi
said, alluding to the coronavirus pandemic.

A coalition of states previously challenged the
Trump administration’s decision to revoke California’s
authority to set its own stiff vehicle tailpipe emissions
rules and require automakers under its Zero-Emission
Vehicle Program to sell an increasing number of elec-
tric cars and trucks in the most populous US state.

Under the Obama-era rules, automakers were to
have averaged about 5 percent per year increases in
fuel efficiency through 2026, but the industry lobbied
Trump to weaken them. The new requirements mean
the US vehicle fleet will average 40.4 miles per gallon
rather than 46.7 mpg under the Obama rules. The
Trump administration said the new rules will result in
about 2 billion additional barrels of oil being consumed
and 867 to 923 additional million metric tons of carbon
dioxide being emitted and boost average consumer

fuel costs by more than $1,000 per vehicle over the
life of their vehicles.

Environmental reversal
Obama’s environmental policies were intended to

cut carbon emissions that drive climate change, while
Trump has ditched numerous environmental regula-
tions that his administration deemed harmful to indus-
try and has aimed to increase the use of fossil fuels.
Trump also has pulled the United States out of a global
climate accord and moved to reverse clean water reg-
ulations and pollution standards for coal-burning pow-
er plants. California Air Resources Board chief Mary
Nichols said her agency will move forward with its
zero-emissions program.

“This is a watershed moment marking the death of
the old view of cars and emissions tied to petroleum
use, and another that looks to vehicle technology driv-
en by innovation,” Nichols said.

The Trump administration in August 2018 initially
proposed freezing requirements at 2020 levels
through 2026. Reuters reported in October automak-
ers expected a 1.5 percent annual increase after talks
with administration officials. A trade group that repre-
sents General Motors Co, Volkswagen AG, Toyota
Motor Corp and others said automakers need policies
that support “a customer-friendly shift” toward elec-
trified and other highly efficient technologies. “We are
carefully reviewing the full breadth of this final rule to
determine the extent to which it supports these priori-
ties,” it said.

The US Chamber of Commerce, a business group,
said the final rule provides a “workable path forward
on a unified national program that provides regulatory
certainty while strengthening fuel economy standards
and continuing emissions reductions.” Auto dealers
also praised the revisions.

The administration said the revised rules will cut
the future price of new vehicles by around $1,000 and
reduce traffic deaths. Environmentalists dispute that
the rule will reduce traffic deaths. The administration
said drivers will pay more in increased fuel costs than
they will save in lower vehicle prices but concluded
they will save more in overall vehicle ownership costs.

The administration has battled with California over
auto regulations. Last month, the U.S. Justice
Department closed an antitrust investigation into a
voluntary agreement between four automakers and
California on emissions without taking any action. Ford
Motor Co, BMW AG, Honda Motor Co and VW struck
the deal last year, prompting the federal investigation.
The deal bypassed a White House effort to strip
California of the right to fight climate change and drew
Trump’s ire. Volvo Cars confirmed on Tuesday it was
also in talks to reach a California emissions agreement.

Ford said on Tuesday it remains “committed to
meeting emission reductions consistent with the
California framework.” — Reuters 

Workers cut and bend each piece of the clear plastic into the shape
needed. — AFP

WIESBADEN, Germany: Touted as a sim-
ple but effective shield against coronavirus
infections, transparent screens have sprung
up at supermarket tills and pharmacies
across Germany. For plexiglass manufacturer
Claus Mueller, business has never been bet-
ter-but no one is celebrating.

The Plexiglas Riesner processing plant in
Wiesbaden is abuzz with activity as owner
Mueller and his workers race to get out the
next batch of orders, cutting and bending
acrylic sheets to size while the phone rings
off the hook. It’s the busiest time in the small
company’s 114-year history, with requests
coming in faster than the supply chain can
handle. “We have endless work but the rea-
son is very sad, so we can’t be euphoric
about it,” Mueller tells AFP.

Demand for “sneeze guards” has surged
as companies scramble to protect employees

from a deadly virus that is transmitted
through droplets from an infected person’s
mouth or nose, putting at risk those whose
jobs don’t allow them to keep the recom-
mended two-metre (six-foot) distance.

“It’s the sensible thing to do if close con-
tact can’t be avoided,” says Mueller.

In the space of mere weeks, German
shoppers have become used to the sight of
plexiglass barriers separating them from
cashiers in grocery stores, among the few
retailers that remain open. Elsewhere too,
supermarket chains are opting for the rela-
tively affordable and easy to install screens,
from Carrefour in France to Walmart in the
United States. Mueller says his sales have
doubled in March compared with pre-virus
times, boosted by business from hospitals,
pharmacies, hotels, banks, and doctors’
offices. The company is also working on a

large order destined for local Aldi supermar-
kets, with the jovial Mueller regularly rolling
up his sleeves to pitch in with the three
employees on the workshop floor. 

Running low 
But he is fast running out of stock, and

estimates he only has enough to keep going
for another week or two. “It seems the whole
market in Germany is coming to a standstill,”
Mueller says. While plexiglass is often used
as shorthand for any acrylic sheets, Mueller
points out that the high-quality Plexiglas
(spelled with a single “s”) that he mostly
works with is a registered trademark.

And his Plexiglas wholesaler has warned
that deliveries of raw materials are grinding
to a halt as the virus disrupts global produc-
tion lines, with many factories shutting down
or putting workers on reduced hours. —AFP

German plexiglass firm churns out virus shields 


