
1,000 jobs to go 
at aircraft engine 
firm in Germany
BERLIN: German aircraft engine manufacturer MTU
Aero Engines said yesterday it is planning to cut at least
1,000 jobs as the impact of the coronavirus continues to
hammer the aviation industry. “By the end of 2021, the
company aims to reduce capacity at its German and
international locations by a total of around 10 to 15 per-
cent,” the company said in a statement.

Headquartered in Munich, MTU Aero Engines
employs more than 10,000 people worldwide and pro-
vides maintenance services as well as engines for military
and commercial planes. “As a result of the pandemic, the

aviation industry will remain under pressure for some
time to come,” CEO Reiner Winkler was cited as saying.

“It will be years before air traffic-which is the founda-
tion on which our activities in series production and our
maintenance business rest-returns to pre-crisis levels,”
he added.  The company hopes however to avoid com-
pulsory redundancies, making the savings instead
through partial retirement, early retirement and other
arrangements. Travel restrictions introduced to slow the
spread of the coronavirus since March have put a stran-
glehold on the aviation industry around the world.

European aircraft maker Airbus said last week it is
planning to cut around 15,000 jobs worldwide, 11 percent
of its total workforce, in response to the “gravest crisis”
the industry has ever seen. Germany’s Lufthansa,
Europe’s biggest airline group, has been granted a nine
billion euro ($10 billion) bailout from the German govern-
ment, saving it from bankruptcy as a result of crushed
travel demand. —AFP

SHANGHAI: An investor looks at screens showing stock market movements at a securities company in Fuyang in China’s eastern Anhui province yesterday. Shanghai stocks surged to a more than two-year high as investors
piled in following a combination of rosy predictions for the market and strong economic data. — AFP
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SHANGHAI: Shanghai stocks surged yesterday to a
more than two-year high as investors piled in following a
combination of rosy predictions for the market and strong
economic data. The benchmark Shanghai Composite
Index gained 5.71 percent, or 180.07 points, to 3,332.88,
its best close since March 2018, while the Shenzhen
Composite Index, which tracks shares on China’s second
exchange, gained 3.90 percent, or 79.70 points, to
2,121.59.

The Hang Seng Index in Hong Kong rose 3.81 percent,
or 966.04 points, to 26,339.16.

Mainland Chinese shares have languished for much of
the year because of economic shutdowns caused by the
coronavirus, but have been on a spurt lately, rising more
than 12 percent over the past week. Investors have grown
increasingly optimistic, helped by data last week showing
that factory activity picked up pace in June.

Zhang Gang, a strategist with Central China Securities,
said that and other signs had raised expectations of
stronger-than-expected second-quarter economic
growth. Figures are due for release next week. He added
that recent new policies aimed at boosting the securities
sector had also lifted sentiment, and he expected the rally
to continue.

“The epidemic has suppressed consumption too much
and now there’s a huge rebound. The growth of the con-
sumer sector will quickly return to a normal pace and so
will general economic growth,” he said. Economists cau-
tion, however, that momentum may weaken in the second
half as key overseas markets continue to struggle with the
health crisis. 

Meanwhile, global stock markets rallied to four-week

highs yesterday as investors counted on a revival in
Chinese activity to boost global growth, even as surging
coronavirus cases delayed business re-openings across
the United States. MSCI’s All-Country World Index,
which tracks shares across 49 countries, rose 0.7 percent
to its highest since June 6 after the start of European
trading.

European shares jumped, with the pan-European
STOXX 600 index rising 1.64 percent. Stocks exposed to
China, like carmakers , industrials, energy firms and luxury
goods makers rose strongly, while banks also rallied.

In Asia, MSCI’s broadest index of Asia-Pacific shares
outside Japan climbed 1.6 percent to its highest since
February, with the bullish sentiment spilling into other
markets.

E-Mini futures for the S&P 500 firmed 1.2 percent.
Among the reasons investors cited for the buying was
improving economic data - UBS noted Citi’s Economic
Surprise Index for the US has risen to its highest level on

record. The index measures how well economic data
releases are faring relative to consensus forecasts.

In Hong Kong, Jefferies chief global equity strategist
Sean Darby said the positive sentiment towards Asian
markets was the result of better than expected regional
economic data and elevated liquidity levels. Most markets
gained ground last week as a raft of economic data from
June beat expectations, although the resurgence of coro-
navirus cases in the United States is clouding the future.

Better-than-forecast data on US jobs creation and
factory activity have also provided a boost to confidence,
as have hopes for a vaccine, which observers say is key to
kickstarting any recovery. Traders have piled back into
stocks in a major way in recent months-with the help of
vast government and central bank support-and analysts
have suggested the gains are also being helped by a fear
of missing out on the rally. “The global economic data and
positive coverage on potential COVID-19 vaccines and
treatments represent a... whirligig of positive news that is
overwhelming gnarly headline flows around the daily
virus case counts in the US,” said AxiCorp’s Stephen
Innes.

Jeffrey Halley at OANDA said: “Hong Kong concerns
are fading as fast as they began, as the new China-
imposed security laws allow money to talk without the
annoying interference of protestors.”

But he added that the “story still has more to run in a
geopolitical context”, pointing out that Donald Trump
was still to sign a bill censuring Chinese officials linked to
the law, which would likely lead to retaliation by Beijing.
“The scale of those measures will dictate whether
geopolitics will have more to say on global financial mar-

kets,” he said in a note. Tokyo piled on 1.8 percent, while
Singapore, Seoul, Taipei and Mumbai were all more than
one percent higher, with Wellington and Jakarta also up.

Curbs reimposed 
But there remains trepidation on trading floors as new

infections spike around the world. Some US states are
reporting record daily increases, with a number of offi-
cials considering reimposing lockdown measures, while
Brazil and India are also seeing worryingly large rises.
And Australia said it would effectively seal off the state of
Victoria from the rest of the country as authorities strug-
gle to control a surge in cases.

For the first time since the global pandemic began, the
border between Australia’s two most populous states-
Victoria and New South Wales-will be closed, beginning
midnight today, officials from both states said. The out-
break sent Sydney falling 0.7 percent.

Spain, South Africa, Japan and the Philippines are
among several other countries to see an uptick in new
virus cases. “For now the positive data surprises and huge
fiscal and monetary stimulus are the overwhelming forces,”
National Australia Bank’s Rodrigo Catril said in a note.

“But the increase in COVID-19 infections, not just in
the US, means that they need to be closely monitored-the
introduction of more severe containment measures has the
potential to derail the positive vibes in markets.” Shane
Oliver, at AMP Capital Investors, said the recovery would
likely be slower than the “Deep V” rebound that many are
hoping for. “Trends in new coronavirus cases along with
pressure on medical systems will continue to be watched
closely, particularly in US states,” he said. — Agencies

China stocks soar on economic optimism 
World shares rally to 4-week high as investors bet on China revival 

Russian economy 
will shrink 6% in 
2020: World Bank 
MOSCOW: The World Bank expects Russia’s econ-
omy to shrink 6 percent this year, the most since
2009, under pressure from the coronavirus pandem-
ic and falling oil prices, before returning to growth in
2021-2022. Russia’s economy has been pummeled by
a health crisis that has slowed business activity and
demand for oil, its main export, across the globe.
Russia’s unemployment has soared after lockdowns
were imposed across the country earlier this year.
Gross domestic product is now projected to shrink
at its fastest pace in 11 years, the World Bank said on
Monday, as it predicted the global economy would
contract by 5.2 percent this year. In 2021, Russia’s
GDP is expected to expand 2.7 percent and 3.1 per-
cent in 2022, the World Bank said.

“Even with positive projected GDP growth
ahead, GDP levels in 2022 would have barely
caught up to pre-pandemic levels,” the World Bank
said. In the absence of a second wave of the coron-
avirus pandemic that could force Russia to re-
impose restrictions on business, a moderate recov-
ery could get under way in the second half of 2020,
led by household consumption, according to the
World Bank. Although the Russian economy has
suffered from the crisis, support measures
announced by the government, if fully implemented,
could help Russia contain the increase in poverty
caused by the crisis, the World Bank said. “In the
absence of any support from the government, our
estimate shows that we would have seen a net
increase in the poverty level in Russia,” Renaud
Seligmann, the World Bank’s country director in
Russia, told Reuters. —Reuters

Virus resurgence
delays US 
reopening

BERLIN: German aircraft engine manufacturer MTU Aero Engines said yesterday it is plan-
ning to cut at least 1,000 jobs as the impact of the coronavirus continues to hammer the avi-
ation industry. 

UK’s Sunak plans 
tax cuts to boost 
COVID recovery
LONDON: British Finance Minister Rishi Sunak will
try to restart the country’s economy by giving home-
buyers a tax break and cutting value-added tax for
pubs, restaurants and other hospitality firms, The
Times newspaper reported.

Sunak is due to announce tomorrow the next stage
of his attempt to steer the world’s fifth-biggest econo-
my away from its 25 percent collapse in March and
April, when the government’s coronavirus lockdown
shut entire sectors. Sunak’s plan is expected to focus
on measures to limit a rise in unemployment-including
help for job-seekers and trainees-but the measures
reported by The Times suggest he also sees a need to
boost demand with tax cuts.

Sunak will say he will raise the property tax thresh-
old to as high as 500,000 pounds ($623,700), four
times its current level. That would exempt most home-
buyers from paying any stamp duty for up to a year,
the newspaper reported. The tax break would be
implemented in an official budget statement in the
autumn, it said. Sunak will also announce a temporary
VAT cut for hospitality firms to protect 2.4 million jobs
in the sector, which began to reopen on July 4, The
Times said.

The Observer reported on Sunday that Sunak was
considering a different option-handing out vouchers of
500 pounds ($625) for adults, and 250 pounds for chil-
dren, to spend in sectors hit hardest by the lockdown.
Sunak has already rushed out emergency measures
that will cost an estimated 133 billion pounds this year
to head off a surge in unemployment, chief among them
a job-retention plan that pays furloughed workers 80
percent of their salary. That plan is due to expire at the
end of October, raising fears of a jump in unemploy-
ment. Last week, several companies announced major
job cuts, including travel food group SSP, which said it
could cut about 5,000 staff. —Reuters


