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Canada bolsters Main Street with 
wage subsidy amid virus outbreak

Govt allows C$95 billion for small, medium businesses

10

TORONTO/OTTAWA: Canada said on Friday it
will cover 75 percent of wages for small businesses
and the central bank cut its key interest rate to the
lowest level in a decade, as officials sought to limit
layoffs and bolster an economy hard hit by the coro-
navirus pandemic.

The support for small and medium businesses -
C$95 billion in direct support and deferred taxes - is
aimed at stemming job losses across the country. The
government plans other measures to support the ailing
energy, airline and tourism industries. “Our govern-

ment knows you’re really feeling the impacts of this
pandemic especially with the end of the month coming
up,” Prime Minister Justin Trudeau said in his daily
address. “So here’s what we’re going to do to take
some of that pressure off.”

Measures include one-year, interest-free loans, an
additional $12.5 billion in funding via the country’s
business and export development banks, and delays in
duties and tax payments to help boost cash liquidity.

The wage subsidy, raised from 10 percent, is
retroactive to March 15. Trudeau said he hoped busi-
nesses would hire back workers previously laid off.
More than half a million Canadians applied for jobless
benefits last week alone. The Canadian Chamber of
Commerce said the new wage subsidy was “a lifeline
for hundreds of thousands of small businesses and mil-
lions of employees.”

Canada reported 4,689 coronavirus cases and 53
deaths. Earlier, the Bank of Canada unexpectedly cut
its overnight interest rate by 50 basis points to 0.25
percent, its lowest level since June 2010. It was the
third cut in March. The central bank launched what
observers called its first-ever quantitative easing pro-
gram, saying it would buy government and commercial
debt.

“A firefighter has never been criticized for using too
much water,” Bank of Canada Governor Stephen Poloz
said after the rate cut was announced. Separately,
Canada’s financial regulator eased its capital and liq-
uidity requirements for banks, changed credit loss
provisioning and allowed more loans to be securitized.

“Full plunge”
Canada’s parliament this week approved a C$52

billion ($37 billion) financial package to support the
economy and Canadians left without work. While
Poloz said the bank stands ready to “take further
action as required,” he said it does not believe it would
be sensible for interest rates to go lower.

The Canadian dollar strengthened to a 10-day high.
Canada’s main stock market resumed its slide after a
three-day winning run, and domestic bond yields
plunged as investors grew more nervous about the

spread of the coronavirus. Poloz, who is set to retire in
June, said the asset purchase program is aimed at
improving the “functionality” of financial markets. He
said negative interest rates are an available tool, but he
did not think they were suitable.

The central bank launched the Commercial Paper
Purchase Program to help alleviate strains in short-

term funding markets. It will begin with purchases of
C$5 billion of Government of Canada securities per
week, across the yield curve.

The quantitative easing “was sorely needed and we
expect that we will see probably more QE announced
within the next quarter,” said Andrew Kelvin, senior
rates strategist at TD Securities. — Reuters

OTTAWA: In this file photo, the Bank of Canada building in Ottawa. The Bank of Canada on
Friday lowered a key interest rate to 0.25 percent as part of a drive to cushion the impact of
the coronavirus pandemic. — AFP

Hedge funds are 
pouncing on 
companies 
NEW YORK: Hedge funds have lost billions of
dollars as coronavirus has stalled the economy
and sent Wall Street into a tailspin. But the finan-
cial institutions favored by the world’s richest
investors are plotting a recovery by betting on
the markets’ slump.

US-based hedge funds are aiming to per-
suade clients that the current economic crisis
and the uncertainties in fact present a unique
investment opportunity, according to letters sent
to clients viewed by AFP. In their discussions
with current investors and potential new clients,
some of these funds are emphasizing that stocks,
corporate bonds and commodities have not been
as cheap since the 2008 global financial crisis,
according to sources close to the institutions.

“We only take new capital when we see
opportunity on the markets,” a source at The
Baupost Group hedge fund said in an interview,
speaking on condition of anonymity.

For the first time since 2011, Baupost is asking
clients for more money to buy aggressively, and
recently put $1.5 billion into depressed assets. A
spokesperson for the fund declined to comment.

High risk
Hedge funds are eyeing both publicly traded

firms and unlisted companies short on cash,
with the assumption that massive government
stimulus packages, l ike the $2.2 tr i l l ion
approved Friday, will revive markets and the
economy at large. King Street Capital said in
its pitch that it is looking for “high-quality
companies that have seen their bonds or loans
caught up in the sell-off.”

Billionaire Kenneth Griffin was one of the first
to warn of the COVID-19 outbreak’s dangers,
and his hedge fund Citadel has gone so as far as
to create a specific investment vehicle for assets
battered by the virus fallout. Named the Citadel
Relative Value Fixed Income Fund, the vehicle is
positioned to allow Citadel to take advantage of
the current volatility, according to a stock mar-
ket filing, a change from the financial crisis in
2008 when the fund’s flagship investments post-
ed losses of 55 percent. 

“It’s not a Chinese health crisis; it is a global
health crisis,” Griffin said of the new coronavirus
in an early February speech to The Economic
Club of New York.

The virus, he warned, is “probably the most
concrete short-run risk we see in the financial
markets globally.”

Big gains 
Economists now expect the pandemic, which

has killed upwards of 25,000 people worldwide,
to lead to a global recession. In fact the
International Monetary Fund said it is already
happening. Some of the most vital sectors of the
economy are now in dire straits: airlines are on
their knees and will get a bailout, though per-
haps not as large as they wanted, while hotels
and restaurants have laid off workers in droves
and shale oil companies are in agony. The S&P
Global Ratings agency now expects the rate of
defaults among US companies in financial diffi-
culty to more than triple in the next 12 months to
10 percent from 3.1 percent last December. Saba
Capital Management views this as a welcome
development.—ÅFP

NEW YORK: A view of the Apple store on Fifth Avenue as the coron-
avirus continues to spread across the United States on Friday in New
York City. — AFP

LONDON: Coronavirus is squeezing
the pips out of the orange juice market,
with prices surging this week as con-
sumers hope the vitamin C-rich drink
will help fight the disease, analysts say.

The price of a pound of orange juice
soared by more than a fifth to strike a
one-year peak of 122 cents on Thursday
in New York, where the commodity is
traded, before paring some of its gains.

“Both demand and supply factors are
contributing to the upward squeeze on
orange juice markets,” AxiCorp analyst
Stephen Innes told AFP. “Orange juice
has been in huge demand due to its
immune enhancing properties to ward
off the ‘flu. “But this demand bounce has
been compounded by two supply con-
straints.” 

Innes added that the global shut-
down in world aviation, as a result of the
coronavirus outbreak, had imposed
supply constraints on the maret. At the
same time, virus-linked lockdowns
around the world and changing labor
practices meant that there were fewer
fruit pickers available to pick oranges. 

“Due to the airline shutdown there
are few available cargo tankers to bring
oranges and pulp to markets, while
social distancing practices in orange

groves around the world see fewer
pickers taking to the field,” Innes said.
“There’s been a surge in spot prices
that are now funneling their way
through futures markets this week. “The
more prolonged the lockdown scenario,
the more beneficial to orange juice
prices, presumably.”

Francois Sonneville, commodity ana-
lyst at Rabobank, added that OJ
demand traditionally spikes when there
is a bad outbreak of influenza. “This is
not an uncommon reaction during out-
breaks of ‘flu as the demand side is
impacted by consumers selecting
healthier drink,” Sonneville told AFP.

“There is a lot of debate whether
orange juice is healthy of course, driven
by its high amount of natural sugars, but
vitamin C has been shown to strengthen
the immune system.

“Of course, COVID-19 is different
from other ‘flu outbreaks, but we too
have a bottle of orange juice in our
fridge-we are not medics in our house-
hold, but extra vitamin C cannot hurt.”
Sonneville also noted that most orange
juice trade flows into Europe and the
rest of the world come from Brazil, but
some premium products originate from
elsewhere-including Spain. — AFP

Central bank 
cuts rates 

BEIJING: As China reopens its econo-
my after months of lockdown, Apple
Inc’s iPhone factories are largely up and
running. But with the coronavirus pan-
demic spreading across the world, the
urgent question for the company is how
many buyers there will be both for cur-
rent models and the new slate of phones
expected in the fall.

A senior official at one of Apple’s
major contract assemblers said Apple’s
orders for the quarter ending in March
are likely to drop 18 percent compared
with the previous year. The production
ramp-up for new phones that work with
next-generation 5G networks has been
postponed, this person said, though it is
stil l  possible the 5G phones could
launch as scheduled in the fall.

“No one is talking about manpower
or material shortage (in China) anymore.
Now everyone is looking at whether
demand from US and Europe could
keep up,” said the person, who has
direct knowledge of the matter. “The
focus now is the demand from con-
sumers in the US and Europe.”

One of Apple’s key display suppliers
is preparing for a similar level of con-
traction, according to a person familiar

the matter. The company had anticipat-
ed shipping 70 million iPhone displays
this year, but is now considering lower-
ing that target by more than 17 percent
to 58 million units.

The company is also planning to
reduce the workforce at its Apple-des-
ignated production lines in its Vietnam
factory, where displays are assembled
before heading to China to be put into
phones, this person said.

Apple declined to comment for this
story. Earlier this month, the company
closed retail stores around the world
even as it began to reopen outlets in
China. With much of Europe and the
United States on lockdown and unem-
ployment soaring globally, there is little
clarity on when demand might return.
The company could also yet face fur-
ther supply chain problems as coun-
tries including Malaysia and Vietnam
impose new restrictions to combat the
coronavirus. “Things are changing on a
day by day basis due to supply chain
disruptions, so it is difficult to craft any
meaningful comment at the moment
about both supply and demand,” said
an official  at one supplier in
Malaysia.—Reuters

Virus squeezes pips out 
of orange juice market 

The price of a pound of orange juice soared by more than a fifth to
strike a one-year peak of 122 cents on Thursday in New York, where the
commodity is traded, before paring some of its gains. —AFP

Apple factories are running
amid demand worries

Trump orders 
GM to produce 
ventilators 
WASHINGTON: President Donald Trump issued a
federal order Friday to force auto giant General Motors
to manufacture ventilators, as supplies of the crucial
hospital equipment grow short and coronavirus infec-
tions mount across the country. Trump invoked the
rarely-used Defense Production Act (DPA) to order
GM to speed up its commitment to make ventilators in
one of its auto plants after delays in negotiations.

The act, designed for use in wartime to commandeer
private business to manufacture for defense needs, will
allow the White House to require that GM “accept, per-
form, and prioritize federal contracts for ventilators,”
Trump said in a statement. Negotiations had been
“productive,” he said, “but our fight against the virus is
too urgent to allow the give-and-take of the contract-
ing process to continue to run its normal course.”

“GM was wasting time. Today’s action will help

ensure the quick production of ventilators that will save
American lives.” At a later White House press confer-
ence he added that the decision “should demonstrate
clearly that we will not hesitate to use the full authority
of the federal government to combat this crisis.”

He also announced that Peter Navarro, a top White
House advisor formerly at the forefront of Washington’s
trade dispute with China, will now coordinate further
initiatives under the DPA. 

Tweet pressure 
Earlier in the day Trump demanded in a tweet that

both GM and rival Ford move quickly on fabricating
ventilators, essential to help seriously ill coronavirus
patients breathe.

GM quickly answered back that it had a deal with
medical equipment maker Ventec Life Systems to build
the critical care equipment in its Kokomo, Indiana, auto
plant, and would likely be able to begin shipping next
month. But the White House was apparently dissatisfied
with the company’s response and moved to invoke the
DPA about four hours later.

GM said in a statement after Trump’s announcement
that they were already taking action.

“Ventec, GM and our supply base have been work-
ing around the clock for over a week to meet this
urgent need,” the company said. “Our commitment to
build Ventec’s high-quality critical care ventilator,
VOCSN, has never wavered.”

According to The New York Times, the White
House had planned earlier this week to announce the
GM-Ventec deal, but it reportedly ran into problems
because of a projected $1 billion cost for retooling
an auto plant for production. With no deal to
announce, Trump then lashed out against GM and
Ford on Twitter Friday morning.  “General Motors
MUST immediately open their stupidly abandoned
Lordstown plant in Ohio, or some other plant, and
START MAKING VENTILATORS, NOW!!!!!!”
Trump tweeted.—AFP


