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LONDON/BRASILIA/BENGALURU: The world
economy may be set for another year like 2015,
with modest growth in developed economies off-
setting persistent weakness elsewhere but generat-
ing very little inflation and keeping interest rates
low.

The US Federal Reserve’s long-awaited rise in
rates from zero showed confidence in the world’s
largest economy, but rival China is still struggling
for a foothold with rate cuts. Although some coun-
tries, such as Brazil, have mainly home-grown infla-
tion troubles, the Fed’s first post-crisis rate hike is an
unlikely cure for what ails the rest of the world.

With exchange rates dominating the policy
debate in many countries, what happens to the
dollar will matter a lot. “The key question is whether
the US economy is finally robust enough not only
to sustain its own recovery but also to lift world
trade and global growth enough to allow the exter-
nal deflationary pressures weighing on US inflation
to wane,” outlined HSBC economists Janet Henry
and James Pomeroy.

Along with an abrupt downturn in the volume
of global trade and a continuing fall in commodity
prices, the dollar’s rise this year has brought US
industrial growth to a near-standstill, keeping a lid
on inflation pressures from abroad.

The other extreme, according to HSBC, is that
the United States, “via a strong US dollar, will simply
become the latest victim of the deflationary pass-
the-parcel which has plagued the global economy
for a decade, and find itself following all of the oth-
er developed market central banks which raised
rates but soon found they had to reverse course.”

“The outcome, we believe, is likely to be some-
where in between.” A Reuters poll of 120 econo-
mists on Friday forecast the Fed would hike rates
again in March, but probably won’t move as quickly
next year as policymakers have suggested. Other
recent Reuters surveys of hundreds of analysts
worldwide do not offer hope for a pickup in infla-
tion, even in the United States where the central
bank says it is reasonably confident this will hap-
pen. Even the most optimistic core inflation fore-

casts are not far above 2 percent.
The polls point to global growth averaging only

3.4 percent next year with scant prospect of touch-
ing 4 percent given the slowdown in China and the
gloom surrounding emerging markets.

Nor is it easy to find analysts expecting broad
weakness in the dollar, with the most aggressive
views suggesting the euro could even fall below
parity.

China’s renminbi, now a reserve currency, has
fallen each day for most of the past two weeks,
with many bracing for further devaluation by
Chinese authorities still looking for ways to stimu-
late the debt-laden economy.

SOME HOPE EMERGING
The US growth and inflation outlook is bleaker

than forecast this time last year, even after a
sharp fall in unemployment. Wage inflation has
picked up, but by less than many had thought it
would.

Wall Street stock indexes are trading near their

levels of a year ago, confounding predictions of a
solid rise in 2015, with strategists still expecting
them to climb despite downward pressure on
earnings.

Over the past year, global fund managers have
cut their recommendations for equity holdings to
near their lowest since the financial crisis, even as
they ramped up bond holdings. 

US Treasury yields are not far from where they
were this time last year either, but they too are
expected to climb, as has been the forecast for
many years now, although by less this year than
one might expect. 

Since crude oil prices began falling sharply 18
months ago from above $100 a barrel to below
$40 now, the number of analysts predicting a
rebound has dwindled. Some are now saying $20
is more likely than a sizeable move higher. 

But there are some bright spots. Underpinned
by the European Central Bank’s 60 billion euros a
month of bond purchases, the euro zone is finally
generating modest growth and unemployment

has begun to fall. Inflation remains well below
target, however, and so ECB stimulus, including
the negative deposit rate, will remain in place for
all of next year. That puts the world’s largest trad-
ing bloc-and most other central banks-on an
opposite policy path to the Fed.  Some emerging
market economies are performing better, too.
India is forecast to grow at a decent clip, under-
pinned by rate cuts earlier this year during a win-
dow of low inflation.  And optimism about
Mexico has grown as it slowly starts to take
advantage of a recent historic reform in the ener-
gy sector.

But much can still go wrong. Food prices have
already pushed Brazil’s inflation above 10 percent
during a deep recession and could rise further. “As
if predicting exchange rates and interest rates
wasn’t hard enough, a strong El NiÒo may be
arriving,” warned BofA-ML head of global emerg-
ing markets fixed income strategy, Alberto Ades.
“So economists and investors will need to keep
an eye on the weather, too.”  —Reuters

Prospects slim for major global economic pickup 
US growth and inflation outlook bleaker than forecast

LUQUE: Economy and Foreign Ministers of Mercosur members take part of a preparatory meeting for the Mercosur Summit in Luque, Paraguay, yesterday. Presidents of Argentina, Uruguay, Bolivia, Brazil, Chile,
Venezuela and Surinam are scheduled to meet today. —AP

MAPUTO: “There’ll be no festive season,”
grumbles a greengrocer in Maputo, the capi-
tal of Mozambique, where the economy has
taken a nosedive and the local currency has
hit a historic low against the dollar.

Lourdes Mutembene hopes to sell a kilo-
gram of tomatoes for 60 meticals (1.1 euros /
$1.2),  compared with 35 meticals a few
months back, but her stall has become too
costly for most customers. Hard times have
fallen on the southern African country
because of a fall in world prices of raw materi-
als coupled with some much-criticized public
spending.

“At Zimpeto (a Maputo suburb) where we
fetch our supplies, they say that everything has
gone up because of the dollar and the rand” in
neighboring South Africa, Mutembene explains,
leaning on her counter. At the next stand, Abou
Sangare, a tailor from Ivory Coast, points to his
reels of fabric with equal bitterness. “All the stuff
we buy here comes from South Africa and all
the prices have gone up,” he says.

The Mozambican metical has dropped by
more than 40 percent against the US dollar
since the beginning of the year, marking the
worst ever decline by an African currency
except for the Zambian kwacha, according to
Bloomberg’s financial information service. The
outcome has been a hike in domestic prices,
particularly inevitable in a country like
Mozambique, which has to import an enor-
mous proportion of consumer goods.

Mozambique exports natural gas, coal, cot-

ton and aluminium, but the prices for such
raw materials have fallen over several months.
Economic prospects depend largely on
exploiting vast reserves of gas, which were
discovered in the north since 2010 by the
Italian oil and gas corporation ENI and the US
firm Anadarko.

But both corporations have pushed back
their investment plans for 2016 because of
the steep fall in the price of the fossil fuel.
“Since the rate of these projects is slower, the
economic dynamics of Mozambique are not
up to our expectations,” says Rogerio Nkomo,
a spokesman for the economy and finance
ministry questioned by AFP. Meantime, prices
rocket. “We should work to compensate for
imports. After all, we’re an agricultural coun-
try, but also a trading route for several land-
locked nations that need our ports, rail links
and roads,” central bank governor Ernesto
Gove said.

‘Money spent uselessly’ 
Though the average annual growth rate

has been seven percent for 20 years, the
poverty level is stagnating at 54 percent of
the population,  former prime minister Luisa
Diogo pointed out. “The structure of our
economy remains fragile.”

Indeed, for the first time in a decade,
Mozambique turned to the  International
Monetary Fund (IMF) at the end of October
for a loan of $286 million to improve the
financial situation. Then last Monday, parlia-

ment approved cuts in the 2016 budget.
However, observers are most concerned by

a lack of foreign currency reserves. On
November 30, the central bank announced a
ceiling on cash withdrawals abroad in a meas-
ure to avoid currency flight. Critics blame for-
mer president Armando Guebuza, in charge
from 2005 to 2015, for wasting money on
questionable investments. They include a
giant bridge in the capital and an unfinished
ring road around the city, both more costly
than planned. Equally controversial is the
acquisition of a tuna fishing fleet by state-
owned firm Ematum. Financed by a state-
guaranteed bond of $850 million, the deal
caused uproar once it emerged that much of
the money was actually being spent on sur-
veillance vessels and military equipment
ordered from France.

Under pressure from international donors,
the government finally shifted $500 million of
the loan into the official defence budget. The
sum was therefore counted as part of the
country’s public debt, which is expected to
soar to 62 percent of gross domestic product
at the end the year, compared with 38 percent
in 2011, according to financial services firm
Fitch.

“The boats have still not been used and
are rusting in the harbour,” protests Ivone
Soares, the head of the parliamentary oppo-
sition group. “The money has been spent
uselessly and nobody is able to say what it
was for.”  —AFP

Mozambique’s economy 
drifts on to the rocks KHOBAR: Saudi Arabia’s crude oil exports in

October rose by 253,000 barrels per day from
September to 7.364 million bpd, official data
showed yesterday. The oil exporting heavy-
weight maintained high output and jumped
10.276 million bpd in October, slightly higher
than September’s 10.226 million. Monthly
export figures are provided by Riyadh and
other members of the Organization of the
Petroleum Exporting Countries (OPEC) to the
Joint Organizations Data Initiative (JODI),
which publishes them on its website.

Domestic refineries processed 2.028 mil-
lion bpd of crude, lower than the September
level of 2.501 million bpd, the JODI data
showed. Exports of refined oil products
dropped to 1.093 million bpd from 1.190 mil-
lion bpd in September. Rabigh refinery and
petrochemical complex was shut down for
maintenance for 50 days from October to
December.

In October, crude oil directly burnt to
generate power fell from the month before
to 667,000 bpd, the JODI data showed,
reflecting a decline in electricity consump-
tion from the hot summer months when air
conditioning use is high.  

Tourism project
A Saudi businessman is in talks with

Egyptian authorities over a $4 billion tourism
resort in Egypt’s Red Sea region of Sharm el-
Sheikh, Egyptian tourism minister Hisham
Zaazou told Saudi newspaper Okaz.

Zaazou declined to name the prospective
investor, the newspaper reported yesterday,
but said the project would be the largest
resort in the Red Sea town, a popular beach

and diving holiday destination. The minister
did not elaborate on what stage these talks
were at.

Egypt’s vital tourism industry has suffered
from the political instability that followed the
uprising against Hosni Mubarak in 2011. It
took a further hit after a Russian airliner fly-
ing out of Sharm el-Sheikh crashed on Oct.
31, killing all 224 people on board. Russia’s
FSB security service has said it is certain a
bomb brought down the Airbus jet, a conclu-
sion shared by Britain and the United States.
Egypt said earlier this month it has found no
evidence so far of terrorism or other illegal
action linked to the crash.

Since the crash, some airlines have sus-
pended flights to Sharm el-Sheikh for securi-
ty reasons.

Saudi Arabia, along with Kuwait and the
United Arab Emirates, has invested billions of
dollars to support Egypt’s economy and
maintain stability since 2011. Zaazou has said
he plans to make up for the loss of interna-
tional business by encouraging local tourism,
largely from wealthy Gulf Arab visitors.

Zaazou said around 450,000 Saudi
tourists visited Egypt until Nov. 30. of this
year, according to statistics he cited, com-
pared to 400,000 last year. Saudi Arabian
Airlines (Saudia) said in November it planned
to increase the frequency of its flights from
the kingdom to the Egyptian Red Sea resort
of Sharm el-Sheikh from Feb. 2016. Kuwait
Airways was also due to launch direct flights
to Sharm el-Sheikh starting on Dec 1 to sup-
port Egypt’s tourism sector, the minister of
information was quoted as saying in
November. —Reuters

Saudi oil exports rise to 
7.364m bpd in October


