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FRANKFURT: The European Central Bank is
expected Thursday to prepare the ground for new
stimulus measures, armed with a new set of eco-
nomic forecasts amid signs of a resurgence of the
coronavirus pandemic. The ECB will publish its
latest assessments on the eurozone’s growth
prospects through to 2022, which will be closely
scrutinized for signs of whether the worst of the
pandemic’s devastating economic impact is over.

Inflation trends will also be key as fears of
deflation are fuelled by sinking oil prices and con-
sumers putting off purchases in the grim econom-
ic climate. The Frankfurt-based institution has
unleashed unprecedented firepower to help the
bloc fight its worst crisis.

It is in the process of
pumping 1.35 tr i l l ion
euros ($1.59 trillion) into
the eurozone economy
through its pandemic
bond-buying program,
known as PEPP. But with
no clear prospect of an
end to the health crisis in
sight, investments are
lackluster while house-
holds are also hesitant to
make use of the huge credit lines. Across the
Atlantic, a major policy shift by the US Federal
Reserve has also thrown a spanner in the works.

In a stunning change, the Fed last week said it
would now allow inflation to accelerate to let the
economy generate more jobs.  That means it will
hold off from raising interest rates for now even if
inflation moves about the central bank’s target of
2.0 percent.

And that, in turn, has led to a significant weak-
ening of the US dollar against the euro, something
that could make eurozone exports less competi-
tive. BNP Paribas economist William De Vijlder
said the ECB was faced with “three headaches”.
“Inflation is too low and declining, the strong euro
reinforces this development and there is concern

that the change in the longer-term goal of the
Fed... will complicate matters,” he said. 

Deflation threat 
The euro recently touched $1.20 for the first

time in two years, only paring some of the gains
when the ECB’s chief economist Philip Lane said
the exchange rate “does matter” for monetary
policy. With the economy still in dire straits as
new infections surge again in major eurozone
economies France and Spain, ECB chief Christine
Lagarde’s press conference will be scrutinized
for hints on how the eurozone could hold down
the euro.

Governors  are
expected to keep inter-
est rates at historic lows,
but hold off for now on
expanding the PEPP
envelope. But what will
count most on Thursday
“is  the quest ion of
whether  the stronger
euro has already opened
the door for more mone-
tary stimulus in the com-
ing months,” said ING

chief economist Carsten Brzeski. A new set of
inflation forecasts could well strengthen the case
for additional monetary easing. 

The ECB defines price stability as inflation
rates of “below, but close to” 2.0 percent. 

But alarm bells were sounded last week when
data showed prices in August turned negative
because of plummeting demand in face of the
pandemic. Coming in at -0.2, it was the first time
since 2016 that the inflation rate has been nega-
tive, well below analysts’ expectations, and a
steep slowdown from the positive rate of 0.4 per-
cent in July.  While deflation, or falling prices,
benefits consumers in the short run, if they begin
delaying purchases in the hope of goods and
services becoming even cheaper, it harms compa-

nies’ revenues and profits and can lead them to
cut employment, thus making consumers insecure
about employment and likely to hold back spend-
ing further.

Capital  Economics economist Andrew
Kenningham said he expected the ECB to cut its
inflation forecasts from the current prognosis of
1.3 percent by 2022. “The fall  in inflation in
August, as well as evidence that the recovery is
slowing or has stalled, and the continued spread
of the virus are sufficient justification for the ECB
to stick to its dovish script.”

In central bank jargon, monetary doves are
deemed more favorable to easing than the so-
called hawks.  Brzeski believed that “any down-
ward revision will increase the likelihood of addi-
tional monetary stimulus.”  —AFP

Central bank to publish its latest assessments on eurozone’s growth prospects

Specters of deflation and virus 
haunt ECB meeting Thursday

China’s exports 
rise the most in 
nearly 1-1/2 yrs 
BEIJING: China’s exports rose for the third con-
secutive month in August, eclipsing an extended fall
in imports, as more of its trading partners relaxed
coronavirus lockdowns in a further boost to the
recovery in the world’s second-biggest economy.

Exports in August rose a solid 9.5 percent from a
year earlier, customs data showed yesterday, marking
the strongest gain since March 2019. The figure also
beat analysts’ expectations for 7.1 percent growth
and compared with a 7.2 percent increase in July.
Imports however slumped 2.1 percent, compared
with market expectations for a 0.1 percent increase
and extending a 1.4 percent fall in July.

The strong exports suggest a faster and more
balanced recovery for the Chinese economy, which
is rebounding from a record first-quarter slump
thanks largely to domestic stimulus measures
“China’s exports continue to defy expectations and
to grow significantly faster than global trade, thus
gaining global market share,” said Louis Kuijs of
Oxford Economics. A private survey on manufac-
turing activity last week showed Chinese factories
reported the first increase in new export orders this
year in August as overseas demand slowly revives.
The pick-up in business also led to a further
expansion in production, marking the sharpest gain
in almost a decade.

China’s export performance, boosted by record
shipments of medical supplies and robust demand

for electronic products, has not been as severely
affected by the global slowdown as some analysts
had feared. All the same, some analysts cautioned
that the stronger exports reflected in part the base
effects of the year-ago weakness.

Imports unexpectedly slipped further into con-
traction, suggesting softer domestic demand.

But imports were largely stable in terms of vol-
ume, said Julian Evans-Pritchard of Capital
Economics, in a note. “With credit growth still
accelerating and infrastructure-led stimulus still
ramping up, import volumes should remain strong
in the coming months,” he said.

Copper imports in August eased from the previ-
ous month’s all-time high, as an arbitrage window to
bring in overseas metal shut and demand from key
consumption sectors slowed. Coal imports slipped
20.8 percent from the month before. Iron ore
imports fell 10.9 percent from July but rose from a
year earlier on resilient demand for steel. China
posted a trade surplus of $58.93 billion last month,
compared with the poll’s forecast for a $50.50 bil-
lion surplus and $62.33 billion surplus in July.

Outlook still uncertain
The outlook is still far from rosy as external

demand could suffer if virus control measures have
to be re-imposed by trade partners later this year
on a resurgence of the epidemic. China also is look-
ing to reduce its reliance on overseas markets for its
development as US hostility and the pandemic
increase external risks that could hamper longer-
term progress. Already heightened US-China ten-
sions are expected to escalate ahead of the US
presidential election. China remains well behind on
its pledge to boost purchases of US goods under an
agreement that was launched in February.

China’s trade surplus with the United States
widened to $34.24 billion in August from $32.46
billion in July. Top US and Chinese trade officials
reaffirmed their commitment to a Phase 1 trade deal
in a phone call last month. “Both sides see progress
and are committed to taking the steps necessary to
ensure the success of the agreement,” the US Trade
Representative’s office said.

Falling imports of integrated circuits in August
are likely the result of the new restrictions on US
companies doing businesses with Chinese tech-
nology companies, said Iris Pang, chief economist
for Greater China at ING, in a note. Bilateral ten-
sions could also affect exports of technological
products and services in the coming months, she
said.  —Reuters

Cars waiting to be exported at a port in Lianyungang in
China’s eastern Jiangsu province. China’s exports
expanded more than expected in August, 2020 as key
markets eased virus containment measures, official data
showed yesterday, but imports unexpectedly shrank
despite a push to boost domestic demand. —AFP

Australia turns to 
idled factories to 
pull it out of slump
SYDNEY: In 2017, the last car Australia built rolled
out of a General Motors’ plant in the city of
Adelaide, ending seven decades of local automotive
history and the belief that the country’s factories
could ever compete globally.

Three years later, policymakers are once again
looking to manufacturing to generate some growth
as they scramble to drive the economy through the
coronavirus and out of its deepest slump on record.

While Australians are unlikely to buy millions of
locally made cars, refrigerators and toasters as they
did in the 20th century, a government push that puts
manufacturing at the center of its longer-term
recovery plan has strong industry support and has
kindled ventures that would have seemed far-
fetched half a year earlier. Behind the pivot is a real-
ization that Australia has been too reliant on Asia
for the supply of essential goods. A recent worsen-
ing in relations with China, Australia’s biggest trad-
ing partner, has only strengthened that view. “If you
look at it over time, we have been running down our
manufacturing and we’re at this point of inflexion -
we’re saying maybe we shouldn’t be doing that,”
said Drew Woodhouse, a Sydney-based consultant
at Bain & Company who looks at supply chain
issues.

For many, the coronavirus has shown that the
benefits of globalization, namely low tariffs and

cheap labor, are limited when the world economy
grinds to a halt. That has prompted many in the
industry to seriously consider bringing operations
onshore, even if it means some costs go up.

What businesses say is needed longer-term are
reforms that reduce energy costs, encourage inno-
vation and cut red tape for investment. Andrew
Liveris, former head of US industrial giant Dow
Chemicals, returned to his native Australia earlier
this year to join Prime Minister Scott Morrison’s
manufacturing advisory taskforce.

“We have a lot of confusion about how to get
investment approved here,” Liveris told Reuters.
“So we have to adopt a business-friendly environ-
ment to attract foreign direct investment to an
economy that can punch above its weight in terms
of quality research and quality technologies.”

(Re)start your engines
Scarred by critical shortages during World War

Two, Australia expanded its factory sector in fol-
lowing years, heavily protected by tariffs. By the
end of the century, however, production had largely
drifted offshore as businesses and politicians
embraced globalization’s upsides.

In 2019, manufacturing accounted for just 5 per-
cent of gross domestic product, down from about
25 percent in 1960, while its share of the labor force
has fallen to 7 percent from 17 percent in 1984.
Liveris said manufacturing should make up closer to
15 percent to 20 percent of GDP.

While some economists see that as an ambitious
target, the shift in thinking has galvanized some ear-
ly movers. H2X, a startup formed in May, is looking
to resurrect local automobile production by making
hydrogen cars in Port Kembla, a smelting town

about 100km south of Sydney. Brendan Norman,
the company’s chief executive who previously
worked on hydrogen cars in China, expects a proto-
type to be ready later this year and production to
start in 2022. The operation is looking to employ
100 people by the end of this year, which could
ramp up to 5,000 by 2025. Norman said production
could use 80 percent local content by 2024. That
bet is based on a belief that Australia already has
most of the skills and materials needed to make
items such as supercapacitors and fuel cells, even if
the manufacturing scale is not there yet.

“Australia can certainly compete in this because
it is high-tech manufacturing and this is something
that we feel we should be able to encourage to
come back,” he said. —Reuters

SYDNEY: For many in Australia, the coronavirus has
shown that the benefits of globalization, namely low
tariffs and cheap labor, are limited when the world
economy grinds to a halt. —Reuters

Sinking oil prices
fuel fears of

deflation 

Opinon-Editorial

Unlocking biofuels’ 
huge value
By Lars Liebig 

Untapped potential. That’s how
best to describe today’s mar-
itime biofuels in the Gulf. And

that’s surprising. A dearth of this green
fuel comes amid the global shipping
industry’s bid to cut 50 percent of its
greenhouse gas emissions by 2050 on
2008 levels, plus Gulf nations’ ambitious
greening targets. Why?

Primarily due to a lack of market
architecture, i.e. supportive policies, investors’ awareness and
supply chain infrastructure. Then there’s the International
Maritime Organization’s (IMOs) new 0.5 percent sulfur limit for
bunker fuel, which came into play on January 1st this year, also
known as IMO 2020. Complying to what many consider one of
the biggest changes in shipping in a century has taken a lot of
focus and balancing of the financial books. Add to that the
impact of the COVID-19 pandemic and subsequent economic
strain, it’s no surprise that this opportunity is largely unexplored
in the Gulf. But that must change - and quickly. 

Catching up
Global output of all transport biofuels grew by 6 percent

year-on-year in 2019, to 96 million tons of oil equivalent (Mtoe).
And an average 3 percent in production growth is anticipated
over the next five years. But this isn’t even in the ballpark of the
sustained 10 percent annual global growth required to meet the
Sustainable Development Scenario (SDS), according to the
International Energy Agency (IEA). In the SDS, low-carbon
fuels meet 7 percent of international shipping’s fuel demand by
2030. Yet, the market’s current biofuel consumption is minimal.
How can the Gulf play its role and accelerate momentum? 

More supportive policies are urgently needed to facilitate
advanced biofuel project deliveries for shipping, which in turn
would support compliance to IMO 2020. And there needs to be
eager players, those willing to help facilitate this market. Let’s
remember that no company or market is an island. A group
effort lies at the heart of a getting a biofuels ecosystem - that is
both sustainable and commercially successfully - established in
the Gulf. 

For our part, we can help strengthen the supply chain by
collaborating with upstream players, policy makers, bunkering
experts, port operators, shippers and more. Specifically, as the
market grows, we can discuss biofuel supply and storage
options at our facilities at the Port of Fujairah. If you want to be
a forerunner in this increasingly relevant market, leveraging the
world’s second largest bunkering hub is a good place to start.
Momentum is certainly building. The UAE’s state-owned
ADNOC Logistics & Services said it will test biofuel as a
bunkering fuel for ships.π And Dubai-based Neutral Fuels had
the first licensed biorefinery in the UAE, which converts waste
vegetable oils into EN14214 compliant biodiesel to power
transportation fleets. Already, this has mitigated 10.5mn tons of
carbon emissions from well-known corporations. Surely lessons
and best practices can be learned from Neutral Fuels’ success
in the road transport sector and applied to maritime? 

Balancing act 
The good news is that biofuels are flexible, which should

help accelerate market momentum. Biofuels are also considered
the most ‘technologically ready’ of the various zero-carbon
alternatives currently under consideration for deep-sea ship-
ping, according to the Sustainable Shipping Initiative (SSI).
Such fuels can be used as drop-in or blends with minor modifi-
cations to existing engines, machinery, and storage systems,
which simplifies the transition from existing fossil-derived fuels.
With the shipping industry getting to grips with IMO 2020 and
COVID-19, the simpler the biofuels market, the better. There
are questions about how robust supply will be. But without a
crystal ball, and this being an embryonic market, we can’t pin
down numbers just yet. What we do know is that a transparent
environment with clear price signals and security of feedstock
are pivotal to reinforcing investors’ confidence. 

Another hurdle is the possibility of indirect and unintention-
al environmental damage. This is extremely hard to monitor,
making it hard to change. But we do know that SSI’s research
revealed a preference for biofuels to be sourced from munici-
pal, agricultural and/or forestry waste streams, rather than pur-
pose-grown crops, (i.e. palm and soy). This could be in the
Gulf’s favor. Also, in this vein would be the benefit of a single
certification methodology that addresses the questions and
concerns around indirect and systemic impacts.  Perhaps this is
an area of expertise that Gulf countries, many also keen on
becoming knowledge-based economies, could explore to
reflect their commitment to the energy transition?  This, and so
many other areas - i.e. supportive policies, building a network
of storage providers - are golden opportunities to spur a green
fuels market that the region truly needs. 
Note: Lars Liebig is Managing Director, Uniper Energy DMCC 


