
France’s EDF sees 
delay, extra costs 
for British N-plant
PARIS:  French electricity giant EDF said yesterday
that completion of a new nuclear power plant in south-
west England would be delayed by six months and run
another 500 million pounds ($687 million) over budg-
et.  The Hinkley Point project, which is supposed to
provide seven percent of Britain’s total power needs,
has been dogged by spiraling costs since the British
government signed up for it in 2016.

“The start of electricity generation from Unit 1 is
now expected in June 2026, compared to end-2025 as
initially announced in 2016,” said a statement from the
company. “The project completion costs are now esti-
mated in the range of 22 to 23 billion pounds”, it
added, up some around 500 million pounds (565 mil-
lion euros) from figures last given in September 2019.

EDF said its announcements followed “a detailed
review... to estimate the impact of the (coronavirus)
pandemic so far.” British signed a deal with EDF and
its Chinese partner China General Nuclear

Corporation (CGN) in 2016 for a project that was ini-
tially meant to cost 18 billion pounds.

Critics have focused on the proposed design,
which uses a new European Pressurized Reactor
(EPR) system that has been beset by huge cost over-
runs and delays at sites in France and Finland. Britain’s
National Audit Office (NAO), a public spending
watchdog, has long criticized the scheme, saying the
government has “locked consumers into a risky and

expensive project with uncertain strategic and eco-
nomic benefits”.

Heavily-indebted EDF, mainly owned by the French
government, is funding around two-thirds of the cost
of the project and its Chinese partner the remainder.
Similar problems to those at Hinkley have hit EDF’s
project at Flamanville in western France, although the
firm has successfully launched two reactors with
Chinese partners in Taishan, China.—AFP
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Vaccine rollout, economic rebound 
in 2H-2020 to push world growth

IMF raises global GDP growth forecast for 2021 to 5.5%, keeps 2022 forecast unchanged 
KUWAIT: In its latest update to the World Economic
Outlook, the IMF raised world GDP growth forecast
for 2021 by 30 bps to 5.5 percent and kept 2022 fore-
cast unchanged at a growth of 4.2 percent.  The
upward revision reflected hopes of a vaccine-led
improvement in economic activity especially during
2H-2021 in addition to further monetary support in
some large economies. That said, the IMF expressed
its concerns and reiterated that the economic revival is
subject to uncertainty related to the renewed wave of
virus cases in several economies as well as the spread
of the new variants. The GDP contraction for 2020 was
also revised to a smaller decline of 3.5 percent as com-
pared to the previous forecast of a decline of 4.4 per-
cent. The revision incorporates stronger-than-expect-
ed growth in 2H-2020. 

The better-than-expected recovery during 2H-
2020 across regions and the release of vaccine during
December-2020 led to the positive revisions by the
IMF. This was further supported by additional policy
measures that is expected to further support current
year growth and next year. The announcement of sig-
nificant fiscal support by some countries, including in
the US and Japan, in addition to the Next Generation
EU funds, would support economic activity in
advanced economies and their trading partners.
Nevertheless, the IMF believes that further efforts are
required in terms of health related and economic poli-
cies to limit the damage and ensure sustained recovery
in the coming years.  On the monetary policy front, the
IMF expects major central banks to maintain their cur-
rent policy rate till the end of 2022. 

This is also reflected in the mood of the markets
that have reached record levels in a number of
economies backed by positive prospects for 2021.
Inflation, a key metric for central banks, is expected to
remain subdued in 2021 and 2022. Prices are expected
to remain below the central bank target rates in
advanced economies at 1.3 percent in 2021 and at 1.5
percent in 2022. In emerging market and developing
economies, inflation is also expected to remain below
its historical averages at 4.2 percent for 2021 and 2022.  

Commodity markets are also expected to see posi-
tive y-o-y growth in prices in 2021 with higher growth
expected for metals. The estimates for oil price also
underwent a strong upward revision of 21.2 percent for
2021 to $50.03/b, however, prices are forecasted to
remain below 2019 levels. For 2022, oil price is expect-
ed to be lower vs. 2021 at $48.82/b. 

Global trade volumes 
Global trade volume is expected to grow by 8.1

percent in 2021, a downward revision of 20 bps due to
a downward revision of 100bps to growth for emerg-
ing market and developing economies to 9.2 percent
that was partially offset by higher-than-expected
growth in advanced economies (+40 bps). Next year,
both the regions are expected to see stronger-than-
expected growth that led to a positive revision of 90
bps to global trade volume growth to 6.3 percent. That
said, services volume, including cross-border tourism
and business travel, is expected to show slow recovery
vs. merchandise volumes until case counts decline
globally. 

Quarterly GDP performance 
In terms of quarterly GDP performance, Q3-2020

numbers were stronger than expected due to the pent
up demand across the board which resulted in recov-
ery in private consumption and the adjustment to work
from home led to additional spending.  However, the
increase in investment was relatively slow, except in
China, and the bulk of one off expenditure showed
signs of tapering off during Q4-2020. The trend is
expected to continue during Q1-2021 till the time vac-
cines and therapies are more  readily available that
would allow contact-intensive occupations to see
growth by Q2-2021. 

Advanced economies vs emerging market 
According to the IMF, vaccine rollout is expected

to result in initial availability in advanced economies
and some emerging market economies by summer
2021, but it would be available across most economies
only by 2H-2022. There are also chances of lockdowns
to contain transmission of the new variant of the coro-
navirus. However, with increasing deployment of vac-
cines, improved therapies, testing and tracing, the
transmission of virus is expected to be brought to low
levels globally by the end of 2022 and the speed at
which this is achieved would depend on country-spe-
cific circumstances. Growth in advanced economies is

expected to outpace their emerging market counter-
parts due to the expansive fiscal support announced
by these countries in addition to widespread availabili-
ty of vaccines. However, even in advanced economies,
the rate of economic activity recovery is expected to
vary. The US and Japan are expected to reach end-
2019 levels by 2H-2021, whereas that in the Euro Area
and UK are expected to remain below the said levels
into 2022. 

Growth in the US was revised up by 200 bps from
the previous forecast led by continued strong momen-
tum seen during 2H-2020 and the additional fiscal
support announced in December-2020. A similar fiscal
package announcement in Japan at the end of last year
resulted in the 80 bps upward revision in its growth in
2021. On the other hand, the Euro Area witnessed a
slight decline in activity towards the end of 2020 due
to rising infections that led to new stricter lockdowns
that resulted in the 100 bps downward revision to the
region’s growth to 4.2 percent in 2021. 

A similar diverging trend in economic recovery in
seen in emerging market and developing economies.
China is expected to see continued positive growth in
2021 at 8.1 percent, a slight downgrade from 8.2 per-
cent expected earlier by the IMF. 

India, on the other hand, witnessed a stronger-
than-expected recovery in 2020 after the easing of
lockdowns and the country is now expected to see
double digit growth of 11.5 percent, an upward revi-
sion of 270 bps, from a low base of 2020 that is esti-
mated to have seen a steep decline of 8.0 percent.
Meanwhile, restrictions on air travel and tourism is
expected to affect growth in oil exporting and
tourism-based economies. This was reflected in the
50 bps downward revision in growth forecast for
Saudi Arabia to 2.6 percent in 2021 but a higher
growth of 4.0 percent (+60 bps) in 2022 as economic
activity picks up. For the broader Middle East and
Central Asia region, 2021 growth remained
unchanged at 3.0 percent whereas an expected pick-
up in activity next year resulted in a 20 bps upward
revision in growth for the region. 

Little change expected 
as Fed ends first 
meeting of Biden era
WASHINGTON: The Federal Reserve will conclude
today its first meeting since US President Joe Biden
took office, and while the central bank is certain to
comment on the health of the country’s economy amid
the COVID-19 pandemic, analysts say it’s unlikely to
change its main policies.

The policy-setting Federal Open Market Committee
(FOMC) will almost certainly keep interest rates at
their rock-bottom level following the conclusion of its
two days of deliberations, held as the world’s largest
economy endures the worst coronavirus outbreak
globally with a death toll topping 420,000. But mar-
kets will nonetheless closely follow the statement
released after the meeting and Fed Chair Jerome
Powell’s press conference to see if policymakers
remain optimistic about US growth prospects.

While vaccines have raised hopes about a solid

recovery, snags in distribution and a new wave of
infections could dampen enthusiasm among businesses
and consumers, even as stock markets have hit succes-
sive records. “The Fed has been consistent in the view
that the course of the virus determines the course of
the economy. The surge in cases, hospitalizations and
fatalities since the last meeting has been staggering,”
said Grant Thornton economist Diane Swonk.

Biden has proposed a $1.9 trillion rescue package
that the IMF estimates would boost economic growth
by five percent over three years. Powell has repeatedly
highlighted the need for government spending to take
over the role of supporting the economy from the cen-
tral bank. And it will be up to Janet Yellen, Powell’s
predecessor as Fed chief who is now Biden’s Treasury
secretary, to take up the lead in pushing that stimulus
package through Congress.

“The Fed and Treasury will need to work closely to
limit damage to the economy going forward. I can’t
imagine a closer and more collegial alliance than that
between Powell and Yellen,” Swonk said.

The Fed may be set to assume a lower-profile role
in the economy’s recovery, while Powell is also likely to
see calm return to the central bank after Biden’s pred-
ecessor in the White House Donald Trump barraged
him with attacks and insults on Twitter. —AFP

WASHINGTON, DC: Federal Reserve Chair Jerome Powell (left) and his predecessor Janet Yellen, now US Treasury sec-
retary (right), will need to work together to manage the economic recovery.

Barbs fly over 
satellite projects 
from Musk, Bezos
SAN FRANCISCO: A spat erupted Tuesday between
Jeff Bezos and Elon Musk as the tech titans’ space
firms exchanged barbs over their rival satellite internet
projects being evaluated by regulators.

Amazon, founded and led by Bezos, put out a
statement claiming Musk’s rival SpaceX project
Starlink was seeking design changes that could “cre-
ate a more dangerous environment for collisions in
space” and also increase radio interference. “Despite
what SpaceX posts on Twitter, it is SpaceX’s pro-
posed changes that would hamstring competition
among satellite systems,” Amazon said in a state-
ment, outlining its objections to regulators. “It is
clearly in SpaceX’s interest to smother competition
in the cradle if they can, but it is certainly not in the
public’s interest.”

Musk meanwhile fired off his own objection to
Amazon’s complaint, claiming that his plan is moving
faster than his rival’s. “It does not serve the public to
hamstring Starlink today for an Amazon satellite sys-
tem that is at best several years away from operation,”
Musk tweeted. Musk, who is also the founder of Tesla
and recently overtook Bezos as the world’s richest
person, is in a race against Amazon’s $10 billion
Project Kuiper space-based internet delivery system,
which has won US regulatory approval to deploy more
than 3,000 low-orbit satellites.

SpaceX has been deploying small satellites to form
a global broadband system and is lobbying regulators
for permission to move them into lower orbits, which
has prompted Amazon’s concerns.

SpaceX argued in a letter to the Federal
Communications Commission that the orbit modifica-
tions being sought would not increase chances of
interfering with rival satellites. It contended that any
claims of such interference were “misleading,” and that
Amazon was trying to “stifle competition.”—AFP

Microsoft profit 
soars as pandemic 
speeds shift to cloud
SAN FRANCISCO: Microsoft said Tuesday profit
rose sharply in the recently ended quarter as the
coronavirus pandemic reinforced the shift to relying
on services hosted in the cloud for work, play and
socializing. The US technology stalwart reported net
income of $15.5 billion in the final three months of
last year, a 33 percent jump from the same period in
pre-pandemic 2019.

Overall revenue rose 17 percent from a year ago to
$43.1 billion, Microsoft said in its update for its fiscal
second quarter. “What we have witnessed over the
past year is the dawn of a second wave of digital
transformation sweeping every company and every
industry,” Microsoft chief executive Satya Nadella said
in an earnings call. Microsoft’s commercial cloud offer-
ings took in revenue of $16.7 billion in the quarter, up
34 percent from the same period in the prior year,
according to chief financial officer Amy Hood.

“We continue to benefit from our investments in
strategic, high-growth areas,” Hood said.

Microsoft shares were up more than five percent
after-market trades that followed release of the earn-
ings figures. “These were blow-out numbers that will
be another feather in the cap for the tech sector as the
cloud growth party is just getting started, in our opin-
ion led by Microsoft,” Wedbush analyst Dan Ives said
in a note to investors.

Xbox scores big 
Revenue in Microsoft’s consumer-focused More

Personal Computing unit was up 14 percent to $15.1
billion, helped by a 40 percent surge in money taken
by its Xbox video game unit, according to the compa-
ny. Overall sales of video games, consoles and acces-
sories hit a record high in the US last year as people
hunkered down at home due to the pandemic turned to
play. Sony’s PlayStation 5 and Microsoft’s newest
Xbox were released in November, vying for holiday
season dominance as the pandemic boosts gaming
demand.  It was the first time in the year-end holiday
quarter that gaming revenue at Microsoft topped $5
billion, and the launch of the latest Xbox models was
the most successful in the history of the consoles,
according to Nadella.

He did not disclose sales figures for new Xbox X
and Xbox S consoles, but said they scored the best
launch month sales ever for the hardware line. “We
are gaining console share,” Nadella said. The Xbox
Live online service for game-play and content now
has more than 100 million subscribers, according to
Nadella.

Nadella expected the shift to cloud services and
remote work to linger even after the pandemic is a
thing of the past. “We obviously are not going to have
the same constraints going forward; I am not at all
assuming we will remain as is,” he said.—AFP

This file photograph taken on February 15, 2019, shows the logo of French power company Electricite de France
(EDF) during the presentation of the group’s 2018 financial results at EDF headquarters in Paris.  — AFP


