
LONDON: In this file photo an aerial view of London’s Canary Wharf financial district and the River Thames. Britain’s economy has stalled, official data showed yesterday as Brexit and political uncertainty contributed to slashing
manufacturing output, heaping pressure on the Bank of England to cut interest rates. —AFP
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LONDON: Britain’s economy has stalled,
official data showed yesterday, as Brexit and
political uncertainty contributed to slashing
manufacturing output, heaping pressure on
the Bank of England to cut interest rates.
Gross domestic product contracted 0.3 per-
cent in November, the Office for National
Statistics said in a statement. It grew only 0.1
percent in the three months to the end of
November, the ONS added.

Manufacturing meanwhile slumped 1.7
percent in November. Speaking ahead of the
data a Bank of England policymaker, Gertjan
Vlieghe, hinted at a potential vote in favor of
a January cut to the BoE’s main interest rate,
weighing on the pound yesterday.

It followed comments Friday by fellow poli-
cymaker Silvana Tenreyro, who said she could
support a rate cut from the current 0.75-per-
cent level, if the economy did not strengthen.
And on Thursday, the bank’s outgoing gover-
nor, Mark Carney, said the monetary policy
committee was looking at the merits of near-
term stimulus. As for the latest GDP data, “a
poor performance in November was always on
the cards given that the uncertainties facing
the economy were at a peak with the general

election looming and doubts over what would
happen on the Brexit front after it had been
delayed again from 31 October”, noted Howard
Archer, chief economic advisor to financial
researchers EY ITEM Club. 

“It is clear that businesses were cautious in
their behavior while it also appears that con-
sumers were reluctant to spend.” British Prime
Minister Boris Johnson’s Conservatives con-
vincingly won a general election in December
that has broken the deadlock over the UK’s
departure from the European Union. Britain’s
parliament last week finally approved Brexit,
ending years of arguments that toppled two
UK governments. “We expect the economy to
get a lift in the early months of 2020 from a
more settled domestic political environment
following the Conservatives substantial win...
and an easing of near-term Brexit uncertain-
ties as the UK leaves the EU with Johnson’s
deal on 31 January,” said Archer. 

Yesterday’s official figures showed the
economy in November - before last month’s
decisive election win for Prime Minister Boris
Johnson - was just 0.6 percent larger than a
year before, the weakest expansion since
June 2012.  The November figure represented

a slowdown from annual growth of 1.0 per-
cent in October, after that month’s growth
pace was revised up from previously report-
ed data. Output in November alone shrank by
0.3 percent, the biggest drop since April.
Economists polled by Reuters had expected
unchanged output for the month.  The weak
data, reflected the uncertainty of last autumn
about Brexit and the election, said John
Hawksworth, chief economist for accountants
PwC. “It is too early to say for sure if eco-
nomic momentum will pick up in the new year
now the political situation is clearer, but our
latest survey of the financial services sector
with the CBI does suggest some boost to
optimism since the election,” he said.  Sterling
fell and government bond yields headed low-
er as financial markets priced in a 50 percent
chance the Bank of England will cut interest
rates on Jan. 30, after its next meeting. The
BoE predicted in November that the econo-
my would eke out limited growth in the fourth
quarter, before recovering in 2020. 

That forecast assumes progress towards a
post-Brexit trade deal and a reduction in US-
China trade tensions. In the past week, BoE
Governor Mark Carney - who steps down in

March - and two other rate-setters, Silvana
Tenreyro and Gertjan Vlieghe, said a rate cut
could be needed if those assumptions prove
over-optimistic.  Two more policymakers,
Michael Saunders and Jonathan Haskel, already
support a rate cut. However, there have been
some signs that business confidence has revived
since Johnson’s Conservatives won an unex-
pectedly large majority in the Dec. 12 election.
That victory put Britain on course to leave the
European Union on Jan. 31 with a transition
deal. However, Johnson has only given himself
11 months to reach a long-term trade deal with
the EU, and some businesses fear they could
face tariffs and other obstacles to trade with
the EU from 2021. Looking at the three months
to November, which smoothes out some
volatility, the economy grew by 0.1 percent
versus poll forecasts for a 0.1 percent fall, due
to unexpected upward revisions to September
and October output, which the ONS said
reflected late survey returns. “Overall, the
economy grew slightly in the latest three
months, with growth in construction pulled
back by weakening services and another lack-
luster performance from manufacturing,” ONS
statistician Rob Kent-Smith said.  —Agencies

UK economy stalls as BoE eyes rate cut
Brexit uncertainty hits manufacturing output

Oil price slides 
as hedge funds’ 
buying fades
LONDON: Despite the increase in tensions across the
Middle East after the killing of an Iranian general by a US air
strike, hedge fund managers added only modestly to their
bullish position in petroleum last week.

Hedge funds have gambled heavily on an oil price recov-
ery this year, pricing in accelerating global growth, restrictive
output policy by Saudi Arabia and continued tension short of
war between the United States and Iran.

As a result, the potential to add further bullish positions is
more limited than a couple of months ago and prices are vul-
nerable to a sharp correction if growth disappoints or the
threat of open conflict diminishes.

Hedge funds and other money managers increased their

bullish position in the six most important petroleum futures
and options contracts by only 19 million barrels in the week
to Jan 7. Bullish positions increased by the smallest amount
for five weeks, according to position records published by
the U.S. Commodity Futures Trading Commission and ICE
Futures Europe.

On the eve of the air strike that killed Qassem Soleimani,
funds had already amassed a large bullish position in crude
and refined fuels such as gasoline and diesel, which may have
discouraged further buying. Moreover, the crisis that erupted
on Jan 3 already appeared to be contained by Jan 7, probably
contributing to the limited rise in bullish positions evident in
the weekly records.

Fund managers added slightly last week to existing posi-
tions in Brent (+15 million barrels) and WTI (+5 million) but
there was little change in US gasoline (+1 million), US diesel
(-2 million) or European gasoil (no change). Funds have
been net buyers of petroleum futures and options in 11 out
of the past 13 weeks, increasing their combined position by
a total of 533 million barrels since early October and help-
ing to propel prices higher.

Portfolio managers have anticipated an acceleration in
global economic growth and oil consumption during 2020 as
well as continued output restraint by Saudi Arabia and its
allies in the OPEC+ group of major oil exporters. But the
number of bullish positions is now at its highest for 15 months
and is already in the 82nd percentile for all weeks since 2013,
which may have made fund managers wary about increasing
their exposure any further.

Funds’ bullish positions outnumbered bearish shorts by a
ratio of almost 7:1 last week, which indicated positions were
becoming moderately stretched, with the risk of a sharp
reversal in prices.

In fact, since peaking on Jan. 8, front-month Brent futures
have fallen by almost $7 a barrel (9.5 percent) as the threat of
uncontrolled escalation in the Middle East receded, at least
temporarily.

From a positioning perspective, the balance of price
risks has shifted to the downside, with funds already hold-
ing a lot of bullish positions and vulnerable to disappoint-
ing economic news or any easing of tensions around the
Gulf. —Reuters

Indonesia, 
UAE sign 
$23 billion
investment deals
JAKARTA: Indonesia and the United Arab
Emirates have struck nearly $23 billion in
business deals, including agreements in the
energy sector and on infrastructure proj-
ects, the Southeast Asian nation said yes-
terday. The investments will be made
through a new Indonesian sovereign
wealth fund set to also involve Japan’s
Softbank and US International
Development Finance Corporation, Jakarta
said, without elaborating. The figure
includes nearly a dozen deals signed after
a meeting between Indonesian President
Joko Widodo and Crown Prince Sheikh
Mohammed Bin Zayed in Abu Dhabi over
the weekend, Widodo said on social media.

About $12.6 billion was linked to an
agreement between Indonesia’s state energy
firm Pertamina and Abu Dhabi National Oil
Company to develop a petrochemical plant
in West Java, according to Indonesia’s for-
eign ministry. Other investments include
deals in ports, renewable energy and agricul-
ture. Indonesia’s leader has said he will focus
his second term on luring more foreign
investment to Southeast Asia’s biggest econ-
omy and keep up a multi-billion-dollar infra-
structure drive. Jakarta said the agreements
could include investment in Indonesia’s
planned new capital on the island of Borneo
as it moves away from congested Jakarta-
one of the fastest sinking cities on Earth.

Zayed was asked to be an advisor for
the development of the new capital, said
Coordinating Minister for Maritime Affairs
and Investment Luhut Pandjaitan. —AFP


