
BRUSSELS/LONDON: Eurozone economic activity
plunged in November, a key survey showed yesterday,
due to a resurgence of lockdowns across Europe as
the second wave of the coronavirus tightened its grip.
“The eurozone economy has plunged back into a
severe decline in November amid renewed efforts to
quash the rising tide of COVID-19 infections,” said
Chris Williamson, chief economist at IHS Markit.

The firm’s closely watched PMI index plummeted
to 45.1 points from 50.0 points in October, well below
the key 50-point level which indicates growth. IHS
Markit said this offered a clear indication that the
economy in the 19-member single currency area
would stumble back into recession in the fourth quar-
ter, erasing any gains seen over the middle of the year.

Importantly, “the further downturn of the econo-
my... represents a major set-back to the region’s
health and extends the recovery period,” Williamson
said. All was not bleak, with survey results demon-
strating emerging optimism for a better recovery next
year on the back of signs effective vaccines were
close at hand.

Still, IHS Markit said it forecast the eurozone econ-
omy would contract by a historic 7.4 percent in 2020
and expected a recovery of just 3.7 percent in 2021.
IHS Markit said the downturn in November was broad
but would hit the service sectors the hardest, espe-
cially those most constrained by the partial lock-
downs. France, the bloc’s second-biggest economy,
was particularly hard-hit with a result of just 39.9
points on the PMI, indicating a very deep downturn.

The eurozone’s number one economy, Germany,
managed to show expansion in the period, probably
buoyed by factory exports to Asia and a relatively
lower rate of coronavirus infections.

Meanwhile, British business activity has contracted

in November as a new wave of coronavirus restric-
tions hammered the huge services industry, but news
of possible vaccines has sharply boosted hopes for
2021, a survey showed yesterday. An early “flash”
reading of the IHS Markit/CIPS UK Composite
Purchasing Managers’ Index (PMI), a gauge of private
sector growth, tumbled to a five-month low of 47.4 in
November from 52.1 in October.

It is the first time the index has gone below the
50.0 growth threshold level since June. The decline
was smaller than a slump to 42.5 forecast in a Reuters
poll of economists, however, and less severe than the
drop in the eurozone.

The forward-looking component of the PMI hit its
highest in more than five years, boosted by progress
on COVID-19 vaccines. Bank of England Chief
Economist Andy Haldane said yesterday he hoped the
economy would be “turning a leaf” next year, but
warned that some long-term damage was inevitable.
Britain’s economy is widely expected to contract in
the fourth quarter - albeit by less than it did around
the time of the first coronavirus lockdown - after
Prime Minister Boris Johnson ordered a four-week
lockdown for England.

Other parts of the United Kingdom have also
imposed restrictions on businesses, including in hospi-
tality and other face-to-face activities. Those closures
helped to push the services PMI to 45.8 from 51.4 in
October. But manufacturing, which was largely unaf-
fected by the latest lockdown, accelerated, with its
PMI rising to 55.2, the joint-highest level since 2018.

“The two-speed nature of the recovery is increas-
ingly clear,” J P Morgan Asset Management strategist
Hugh Gimber said. “The manufacturing sector contin-
ues to tick along at a healthy pace, while new lock-
downs have slammed the brakes on the nascent recov-

ery in the service sector.”
The approach of a possible trade shock at the end

of next month, when Britain’s post-Brexit transition
deal with the European Union will expire, prompted
clients of British factories to increase their orders to
build up stocks. That in turn lead to a sharp lengthen-
ing of supplier delivery times because of severe

delays at British ports. Job losses across the private
sector accelerated, although some of the reduction in
employment was due to companies taking advantage
of the government’s extended jobs protection scheme.
Separate figures yesterday showed the number of
people visiting shops in Britain last week was 55 per-
cent lower than a year earlier.  —Agencies

British business activity has contracted in November

Eurozone economy in ‘steep downturn’ 

Pakistan’s central 
bank keeps main 
rate unchanged at 7%
KARACHI: Pakistan has kept its main policy
rate unchanged at 7 percent, the central bank
said yesterday, as consumer price index infla-
tion remained close to 9 percent. It is the sec-
ond time that Pakistan has kept its main policy
rate unchanged after cutting it 625 basis points,
down from 13.25 percent, at the time the global
pandemic hit its economy in February.

“Overall financial conditions remain appro-
priately accommodative, with the real policy rate
remaining in slightly negative territory on a for-
ward-looking basis,” a statement from the State
Bank of Pakistan said, quoting the monetary pol-
icy committee (MPC), which met yesterday. The
statement said headline inflation had fallen
sharply since January but remained close to 9
percent, primarily driven by sharp increases in
food items due to supply-side issues. However, it
said core inflation remained relatively moderate
and stable, and price indexes suggested a weak-
ening of food price momentum.

“Risks to the inflation outlook are balanced,”
the statement said. Pakistan’s rate remained on
the high side until earlier this year, at 13.25 per-
cent, primarily to contain inflation, before a
series of cuts to spur economic activity amidst
the pandemic. “The MPC noted that since the
last meeting in September, the domestic recov-
ery has gradually gained traction, in line with
expectations for growth of slightly above 2 per-
cent in FY21, and business sentiment has
improved further.” —Reuters

Established 1961 

TUESDAY, NOVEMBER 24, 2020

MANCHESTER: People wearing protective face coverings walk past an empty retail unit following
the outbreak of the coronavirus disease (COVID-19), in Manchester.

Down-to-the-wire
Brexit talks bid 
to close gaps
LONDON: British and European Union negotia-
tors resumed coronavirus-affected Brexit talks
yesterday, bidding to bridge “fundamental” differ-
ences with time running ever shorter to avert
major cross-Channel disruption. In-person talks
were suspended last week after one of the EU
team tested positive for COVID-19, in an ill-timed
blip ahead of Britain’s looming exit from a post-EU
transition period.

After technical discussions over the weekend,
formal negotiations resumed online between the
teams led by British diplomat David Frost and his
EU counterpart Michel Barnier.

“Time is short,” Barnier warned in a tweet.
“Fundamental divergences still remain but we are
continuing to work hard for a deal.” Britain left the
EU on January 31 but an 11-month transition peri-
od to allow for both sides to carve out a new rela-
tionship ends on December 31.

The talks are already deep into extra time,
with any pact needing debate and ratification by
the European Parliament by the end of the year.
The negotiations have been deadlocked on three
key fronts: fisheries, a “level playing field” to
ensure fair competition after Brexit, and over-
sight of any deal.

“I think we’re making progress in the talks and
I remain hopeful that we can reach resolution,”
UK finance minister Rishi Sunak told BBC televi-
sion on Sunday, as he readies cost-cutting meas-
ures to help pay for a splurge of pandemic
spending. “I think the most important impact on
our economy next year is not going to be from
that (Brexit), it’s because of coronavirus,” he said,
adding that Britain “should not be going for a
deal at any price”.

Prime Minister Boris Johnson insists that Britain
will “prosper” without a deal, if need be, even with
the kind of quotas and tariffs that have been
absent from cross-Channel trade for decades.

If a deal is secured, he will have to sell it to

restive Conservative MPs, many of whom will
baulk at any brakes on UK freedoms imposed by
the EU as the price of agreement.

Meanwhile, Irish Prime Minister Micheal Martin
said yesterday he hoped that the outline of a Brexit
free trade deal will have emerged by the end of the
week and urged unprepared smaller Irish exporters
to get ready for change, whether there is a deal or
no deal. The European Union’s Brexit negotiator
said on Monday that big differences persisted but
that both sides were pushing hard for a deal, as
talks resumed. Moves will have to be made on
some of the key issues such as fisheries and the so-
called “level playing field”, Martin said.

But he added that he had got a sense of
progress from both negotiating teams, and that a
presentation last week from EU Commission
President Ursula von der Leyen was probably one
of the more hopeful to date. “I would be hopeful
that, by the end of this week, that we could see the

outlines of a deal, but that remains to be seen. It is
down to political will, both in the United Kingdom
and I’m clear the political will is there from the
European Union,” Martin told reporters.

On a visit to Dublin port, Ireland’s largest
freight and passenger port, Martin said that, while
94 percent of Irish importers from the UK and 97
percent of exporters had completed the necessary
customs paperwork to continue trading with
Britain, he was worried by the take-up among
some small and medium-sized firms.

“The one concern I’d have is maybe there is a
complacency among some SMEs out there that
everything will be OK and ‘Sure if they get a deal,
won’t it be OK?’. It will be different, and you have
to get that into your heads,” Martin said. “The
world will change and it will not be as seamless as
it once was ... The bottom line is you need to get
ready. It is not too late, people just need to knuck-
le down now.” —Agencies 

An aerial picture shows construction work at the site of a lorry park being built between the vil-
lages of Sevington and Mersham, near the M20 motorway near Ashford in Kent, south east
England yesterday. —AFP

Vaccine progress 
lifts stocks, 
dollar still sickly
LONDON/SHANGHAI: Investors scooped up
stocks, commodities and emerging-market curren-
cies and gave the dollar a wide berth as AstraZeneca
and Oxford University provided markets with their
now-regular yesterday shot of encouraging COVID-
19 vaccine news. The STOXX index of Europe’s 600
largest firms rose to its highest since February, Wall
Street was pointing up 0.6 percent and Brent futures
were nearly 1.5 percent stronger.

AstraZeneca and Oxford vaccine, which is set to
cost just a few dollars a shot and should be easier to
ramp up and store than vaccines by Pfizer and
BioNTech and Moderna, could also be up to 90 per-
cent effective. As the dollar buckled through a range
it has been in for the past few months, the euro
touched $1.19, but it was the emerging markets that
are likely to benefit from a cheaper and easier-to-
store drug that rallied the most.

South Africa’s rand shrugged off a double sov-
ereign credit-rating downgrade over the weekend

to add 0.8 percent. Russia’s ruble and Mexican
peso both climbed half a percent to bolster their
stellar months. “The combined vaccine news of
the last few weeks... will lead to a much faster
pace of normalization to our daily lives compared
to what we would have assumed just a few weeks
ago,” analysts at Deutsche Bank said in a note to
clients. “By spring, things should be looking much
closer to normal.”

Markets’ optimism also came after a top official
of the US government’s vaccine-development effort
said Sunday that the first vaccines there could be
given to US healthcare workers and some others by
mid-December. USshares looked set to mimic gains
in Europe and Asia, as Nasdaq futures rose 0.4
percent, Dow futures rose 0.7 percent, and US e-
mini futures for the S&P 500 were 0.6 percent
higher at 3,576.

The rally also showed investors are willing to look
past the grim US case numbers-which topped 12
million over the weekend-and mixed European eco-
nomic data released yesterday. IHS Markit’s headline
flash composite PMI, seen as a good guide to eco-
nomic health, fell to 45.1 in November from
October’s 50.0 - the level separating growth from
contraction. A Reuters poll had predicted a shallow-
er dip to 46.1.

Vaccine hopes, though, and expectations of more

stimulus from the European Central Bank next
month, meant optimism improved. The composite
future output index jumped to 60.1 from 56.5, its
highest since February. “Today’s vaccine news is
positive, but it is only partly responsible for the rally
in stock markets,” said Philip Shaw, chief economist
at Investec in London. “(It) is also being driven by
the news that the US hopes to start the vaccination
program in under three weeks.” —Reuters
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Oil prices rise 
on COVID-19 
vaccine news
LONDON: Oil prices rose more than one percent yester-
day, extending last week’s gains as traders anticipated
coronavirus vaccine trials would spur a recovery in
demand. Sentiment was also bolstered by expectations
that the Organization of the Petroleum Exporting
Countries (OPEC), Russia and other producers, a group
known as OPEC+, would extend a deal to restrain output.

Brent crude rose 66 cents to $45.62 a barrel by
1247 GMT while US West Texas Intermediate crude
gained 52 cents to $42.94 a barrel. Both benchmarks
jumped 5 percent last week. The contango structure in
the market, whereby the prices of front-month delivery
contracts are lower than those for delivery six months
later, narrowed to as little as 31 US cents, its smallest
since mid-June, reflecting traders’ views a sustained
glut is receding. 

Outlook for demand has improved with news indi-
cating progress towards developing COVID-19 vac-
cines. A US official said the first inoculations in the
United States could start a day or two after regulato-
ry approval was secured. Brit ish drugmaker
AstraZeneca said yesterday its vaccine, developed
along with the University of Oxford, could be around
90 percent effective. PVM analyst Stephen Brennock
said the news was detaching sentiment from “gloomy
fundamentals”. —Reuters

TOKYO: Pedestrians walk in front of electronic quotation
boards displaying share prices on the Tokyo Stock
Exchange (left) and the foreign exchange rate between the
US dollar and Japanese yen (right) in Tokyo. —AFP


