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WASHINGTON: A year from now the United
States may have emerged from the economic hole
dug during the pandemic with growth smartly
above its previous trend and output largely recov-
ered. Or it may be struggling to patch a remaining
$2 trillion gash to gross domestic product, with
growth stuck in low gear, an ongoing health crisis,
and chronic joblessness.

The guessing game that US economic forecast-
ing has become has produced a massive split in
predictions as economists from the Federal Reserve
to the top Wall Street firms take a stab at unknow-
ables like the path of the pandemic and the ability
of a fractured Congress to compromise on spend-
ing. It has given policymakers little solid to plan
around and left the Fed reluctant to announce new
steps to support the economy until it’s clearer
what’s needed and for how long.

When Fed officials meet this week, they are not
expected to take policy steps in part because of “a
very uncertain outlook,” Cornerstone Macro ana-
lysts wrote this week. “Calibrating ... in these condi-
tions is very challenging.”

Adding to the challenge: Any rebound in GDP -
the broadest gauge of economic activity - may well
not be matched in the job market, leaving millions of
unemployed Americans with no sense of recovery at
all even if growth outperforms. Indeed, since the
1990s jobs have rebounded far more slowly from
recessions than GDP as firms retool to use fewer
workers and wait for demand to fully recover before
hiring. Between the millions now out of work in vul-
nerable industries like travel and hospitality and
changes in how commerce will be organized after
the virus, it could take even longer this time for

sidelined workers to find a new foothold.
The economy is currently about 11 million jobs

below February’s level. It took more than four years,
until mid-2014, to recover the 8 million jobs lost in
the 2007-2009 recession. This recovery is clearly
different. The economy’s addition of more than 10
million jobs over the past four months surprised
many policymakers. The 8.4 percent unemployment

rate as of August is already below the 9.3 percent
median year-end expectation among Fed officials.

Central bankers this week must now judge
whether or not that pace of improvement will con-
tinue, a discussion framed by new economic fore-
casts they will release on Wednesday afternoon.
When their last projections were issued in June
there was a veritable chasm dividing them.
Individual forecasts for 2020 saw GDP falling as
much as 10 percent or as little as 4.2 percent. The
gap was 10 times as wide as in December 2019,
when year-end predictions between the most opti-
mistic and most pessimistic officials were separated
by only half a percentage point.

Year-end estimates of the unemployment rate as
of June ranged from 7 percent to 14 percent, also
several times wider than those common during the
last recession and its immediate aftermath.

Record growth, then what?
Economists do agree that when the federal gov-

ernment next month releases its first estimate of
GDP for the July through September period, it will
likely break records for growth just as the April to
June period saw a record decline. But from there

they diverge not based on their models or their
math, but on how they read the political winds and
their best guess on the success of a coronavirus
vaccine.

Assume Congress approves another $1 trillion
stimulus, businesses rebuild inventories, and a vac-
cine comes on line early next year, and you get
Goldman Sachs’ league-leading call of 35 percent
annualized growth from July to September, steady
growth from there, and a quick climb to pre-pan-
demic levels of output. — Reuters

Economists deeply divided on US future amid uncertain outlook
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Oracle ‘very close’ 
to deal on 
TikTok: Trump
WASHINGTON: Silicon Valley tech giant Oracle
is “very close” to sealing a deal to become the
US partner to Chinese-owned video app TikTok
to avert a ban in the United States, President
Donald Trump said Tuesday. Trump’s comments
came a day after US officials confirmed that
Oracle was set to make a deal with TikTok par-
ent ByteDance ahead of a deadline set by the
US president, who has called the app a national
security threat.

“I heard they’re very close to a deal,” Trump
told reporters, adding that “we’re going to make
a decision pretty soon” on whether to approve
the tie-up, which would make Oracle a “trusted
technology provider” for TikTok. Details of the
deal remained unclear. But the Financial Times
reported that ByteDance was to place TikTok’s
global business in a new US-headquartered
company with Oracle investing as a minority
shareholder along with other US investors.

CNBC reported the Trump administration
could approve the deal later Tuesday. The
TikTok saga has seen several twists, with
Microsoft seen initially as the suitor before its
bid was rejected. Chinese authorities have said
they would not allow ByteDance to sell the
algorithms used by TikTok which are believed
to hold much of the value for the popular social
platform.

Still under review 
TikTok said in a statement that “we’ve submit-

ted a proposal to the Treasury Department which
we believe would resolve the Administration’s
security concerns” and allow the company to
continue to be used by 100 million people in the
US. Daniel Ives of Wedbush Securities said the
deal could be “a huge strategic win” for TikTok
which would avoid a shutdown.

“While the US/China tensions continue
across all aspects of the technology food chain,
resolving this TikTok and ByteDance standoff
and complex Rubik’s Cube political backdrop is
a relief for tech investors with Oracle in the win-
ners’ circle,” Ives said in a research note.

If the transaction happens, it would avoid an
outright sale of TikTok while giving a stake in
the popular app to Oracle, whose founder Larry
Ellison is a prominent Trump supporter.

Trump told reporters Tuesday he had “high
respect for Larry Ellison.” A national security
panel was expected to be meeting Tuesday to
review the plan. Conservative Senator Josh
Hawley of Missouri urged the panel to reject the
deal unless it makes a “clean break” from China.

“China’s repressive intelligence laws, which
allow the seizure of data from Chinese compa-
nies like ByteDance if the Chinese Communist
Party comes knocking, still remain in force,”
Hawley said in a letter to Treasury Secretary
Steven Mnuchin.  “And that is why any corporate
shell game that leaves TikTok in the hands of
ByteDance will simply perpetuate the original
problem, leaving US national interests and
everyday users at serious risk.” — AFP

Unfriended abroad, 
China’s tech giants 
seek home comfort
BEIJING: China’s tech titans can rely on their massive
home market to ride out a Donald Trump-led cam-
paign against them overseas, and in the long-term
their global prospects remain strong, analysts say.

Tech firms from China have stormed to success
in the global market with everything from video-
sharing apps and mobile games to smartphones and
sophisticated telecom infrastructure. But the United
States, Australia, Britain and India are among the
huge markets where they have taken a hit because
of espionage concerns or diplomatic feuds, tether-
ing their international ambitions-for now.

“Technology is increasingly becoming a geopo-
litical issue” and “a strategic priority” for a growing
number of countries, Dexter Thillien, an analyst at
Fitch Solutions, said.

However, Chinese firms have a massive market at
home to focus on even if they are unable to pursue
international goals-some 900 million users are up
for grabs, more than the United States and Europe
combined. While the Chinese internet is tightly con-
trolled with the “Great Firewall”, the ecosystem
provides companies the opportunity to roll out
China-specific apps for potentially huge customer
bases. TikTok, for example, is one of the most pop-
ular Chinese-made apps in the world but is not
available in the country.

Instead, its parent ByteDance offers a similar app
called Douyin, which Bloomberg News said sur-
passed 600 million daily active users in August and
yielded $6.1 billion in revenue over a 12-month peri-
od. And ByteDance China’s CEO said it aimed to
double that over the next year.

‘Techno-nationalism’ 
The Trump administration has claimed that the

wildly popular short video-sharing app TikTok
could be used by China to track users and conduct
espionage, effectively forcing the sale of its US unit.

Washington has demanded that the next owner
of TikTok’s US operations satisfy security require-
ments. Countries “see innovation and technology as
having a direct impact on national security, the
economy and social stability”, said Alex Capri, a
researcher for the Hinrich Foundation, an independ-
ent organization that monitors world trade develop-
ments. He described the phenomenon as “techno-
nationalism”. Trump has also targeted Huawei with
sanctions and asked allies to shun the firm’s 5G
equipment, alleging it could be used as a spying
tool by the Chinese government.

The campaign has had an impact, with Huawei
frozen out of lucrative 5G rollouts in big markets
like Britain. Separate tensions between New Delhi
and Beijing have also led to a ban on TikTok and
other Chinese apps in India, a massive market with
hundreds of millions of potential customers.

Huawei, TikTok and the Chinese government
have all denied the allegations.

But while Chinese app makers and tech firms
have complained about being unfairly targeted, they
remain huge players on the global tech scene.
Despite the security allegations, TikTok was the
most downloaded app in the world outside of video

games last month, according to SensorTower, a
research firm.

Huawei remains one of the biggest makers of
smartphones in the world, and is one of the top
manufacturers of sophisticated 5G equipment
needed to build next-generation high-speed com-
munication networks.

‘Harsh reality’ 
And like ByteDance and Huawei, other tech

giants in China are eyeing growth areas within the
world’s second-largest economy, including
autonomous vehicles, quantum computing and
biotechnology. ByteDance competitor Tencent,
meanwhile, has been looking to create a game
streaming service similar to the Amazon-owned
Twitch, with potentially 300 million users in China,
Bloomberg reported last month.

Tencent-whose WeChat messaging app has been
targeted by the US-said Tuesday it was opening a
new Singapore office to serve as a regional hub “to
support our growing business in Southeast Asia and
beyond”. International punishments and suspicion
still hurt, however, with the large size of the Chinese
market not enough to offset the damage.

The Trump administration has blacklisted
Huawei, for example, from sourcing US technology,
dealing a potential body blow to its supply chain,
including for its smartphones. China does not make
its own microchips-the key component of all elec-
tronics-and Washington wants to choke off supply
as it tries to kneecap the country’s tech sector. “The
harsh reality is that these US measures have teeth
and Huawei is having to fundamentally rewire its
business to deal with them,” said Trivium China, a
Beijing-based research firm, in a recent note.

Further, loose intellectual property protection
and corruption in China “hardly nurture the innova-
tive energy necessary for cutting-edge success”,
said Larry Ong, senior analyst with risk consultancy
SinoInsider. — AFP

NEW YORK: People enjoy outdoor dining amid the coronavirus disease (COVID-19) outbreak in
Manhattan, New York City. —  Reuters

Global recession 
not as deep as 
expected: OECD
PARIS: The global recession this year will not be as
deep as expected as a result of countries’ efforts to
counter the economic fallout from the coronavirus
pandemic, the OECD said yesterday.

But the recovery next year will also be more
modest than anticipated, the Organization for
Economic Co-operation and Development said,
projecting a contraction of 4.5 percent in global
economic output this year and a return to growth of
roughly 5.0 percent in 2021. In its previous set of
forecasts in June, the Paris-based OECD had been
expecting the global economy to shrink by 6.0 per-
cent in 2020 and return to growth of 5.2 percent
next year. 

“After the initial bounce-back in many activities
following the easing of confinement measures, there
are some signs from high-frequency indicators and
business surveys that the pace of the global recov-
ery has lost momentum since June, particularly in
many advanced economies,” the OECD said. It
pointed out, however, that “the economic outlook
remains exceptionally uncertain, with the Covid-19
pandemic continuing to exert a substantial toll on
economies and societies”.

In the second quarter of 2020, global output

more than 10 percent lower than at the end of 2019,
“an unprecedented sudden shock in modern times”,
the OECD said. The extent and timing of the pan-
demic shock differed across the major economies,
but all experienced a sharp contraction in activity as
necessary containment measures were implemented. 

Prompt and effective action 
Global trade collapsed, declining by over 15 per-

cent in the first half of 2020, and labor markets were
severely disrupted by reductions in working hours,
job losses and the enforced shutdown of businesses.
“Without the prompt and effective policy support
introduced in all economies to cushion the impact of
the shock on household incomes and companies, the
contraction in output and employment would have

been substantially larger,” it said. Looking at indi-
vidual economies, China was expected to be the
only one to expand in 2020, with projected growth
of 1.8 percent. 

India, on the other hand, would see its economy
shrink by 10.2 percent.

The United States, the world’s biggest economy,
would fare better than the global average, with a
projected contraction of 3.8 percent this year.
Germany would perform better than the eurozone
as a whole, with its economy set to shrink by 5.4
percent, compared with a contraction of 7.9 per-
cent for the single currency area. The French econ-
omy was set to shrink by 9.5 percent, Italy’s by 10.5
percent and Britain’s by 10.1 percent, the OECD
predicted. — AFP

PARIS: The global recession this year will not be as deep as expected as a result of countries’ efforts to counter the
economic fallout from the coronavirus pandemic, the OECD said yesterday. — AFP


