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GUANGZHOU, China: China’s move to cut
tax on small-engine cars may revive sales
growth in 2016 only to leave the world’s
biggest auto market running on empty in
years to come, analysts warn, raising the
specter of industry restructuring at the end
of the road.

As one of China’s biggest auto shows got
under way in Guangzhou yesterday, sector
watchers said sales may rise from 1-8 per-
cent next year after Beijing cut taxes to coax
buyers who had turned fretful over China’s
slowing economic growth. The wide range
of forecasts highlights the uncertainty now
clouding China’s auto market and the tax
cut’s impact. The 2016 projections could

mean improvement on the 2 percent
growth seen for this year. Yet many analysts
see the tax cut as “pulling forward” future car
sales, and are lowering forecasts for 2017
and 2018 towards a single-digit percentage
level that they say may force carmakers and
Beijing to embrace a shake-out.

“China would have then no choice but to
allow some painful restructuring to occur,”
said John Humphrey, a senior analyst for JD
Power. Three or more years with growth
“around 2 or 3 or 4 percent” would render
the status quo of Beijing support through
times of weaker sales growth “untenable”,
Humphrey said.

At the Guangzhou show, Weiming Soh,

vice president of sales for Volkswagen AG,
predicted China’s passenger vehicle market
will grow 3-5 percent next year. “It’s going to
be better than 2015,” Soh said, “I would say
not as good as before.” Benefiting from
decades of double-digit percentage sales
growth as it rose from humble beginnings,
China’s auto sector has yet to experience sig-
nificant restructuring.

At times when China’s carmakers have
run into temporary sales dips, Beijing has
stepped in with policy support, such as tax
cuts and purchase subsidies. With the econ-
omy slowing, squeezing the government of
tax revenue, automakers wouldn’t be able to
count on further policy support, analysts say.

FALTERING ECONOMY
The latest tax cut - on vehicles with 1.6

litre or smaller engines - was introduced on
Oct. 1 after sales had threatened to slip into
negative territory as the economy faltered.

Authorities similarly cut taxes in 2009 to
boost car sales, only to see a negative correc-
tion once the breaks expired, said John
Zeng, an analyst for LMC Automotive
Consulting. LMC raised its 2016 forecast for
passenger vehicle growth to 8.2 percent
after October’s move, but lowered its sales
forecast for next two years: it now sees 2017
growth at 4.5 percent. For now, carmakers
are standing by long-term sales, production
and investment plans in China. — Reuters

For China carmakers, tax cut may mean driving blind beyond 2016

China breaks up $64bn
underground banking 
BEIJING: Chinese authorities have uncovered the country’s
biggest underground banking case involving transactions totalling
more than 410 billion yuan ($64 billion), official media reported,
part of a drive to combat illegal capital outflows. The investigation,
which started in September and focused on the costal province of
Zhejiang, found that dozens of Hong Kong-registered shell com-
panies forged more than 1.3 million fake transactions to transfer
money offshore, the official People’s Daily reported yesterday.

China started cracking down on underground banks in April
and has so far uncovered more than 170 cases of money launder-
ing and illegal fund transfers, involving more than 800 billion yuan
($125.34 billion). The cases come as capital outflows reach hun-
dreds of billions of dollars, triggering alarm in some circles. A hun-
dred suspects from eight gangs were detained in the latest case,
the official Xinhua News Agency said. The principle suspect used
non-resident accounts to facilitate more than 14,000 counterpar-
ties for the transfer of billions of yuan offshore, the newspaper said.
Twenty-one counterparties’ bank accounts illegally transferred
more than 1 billion yuan overseas, the People’s Daily said, adding
that the suspect used the inability of some onshore commercial
banks to identify non-residential accounts to help his operation.

Clients were asked to transfer yuan to domestic accounts and
the money was then transferred to non-residential accounts the
suspect controlled. Those accounts were then used to buy foreign
currency with forged trade transactions, and directly funneled the
cash to offshore banks in Hong Kong and elsewhere, the newspa-
per said. The People’s Daily said one of the offshore banks used to
receive foreign currency was HSBC Holdings. HSBC told Reuters it
could not comment on individual cases but it has “zero tolerance”
for money laundering. The underground banking operation profit-
ed as much as 1.53 million yuan a day, with an average profit of 2
million yuan per month, the newspaper reported citing police.

Another suspect registered 12 shell companies in the north-
western province of Ningxia and illegally obtained 38.6 million
yuan of export incentives from the local government by using an
underground bank to report fictitious trade transactions, the
People’s Daily said. — Reuters

Military veteran Mark Cannon, of Miami (right) talks with Cynthia Carcillo, a veterans outreach representative for Career
Source Broward, about employment opportunities at a job fair for veterans, in Pembroke Pines. The Labor Department
reported on Thursday that fewer Americans sought unemployment aid a week earlier, fresh evidence that companies
are confident enough in the economy to hold onto their workers. — AP

THE HAGUE: Seven years after nationalization,
ABN Amro bounced back onto the stock mar-
ket yesterday with shares rising in what is seen
as one of the biggest IPOs by a European
lender since the financial crisis. Top bank offi-
cials clapped and cheered at the Amsterdam
stock exchange as the share price climbed
steadily in early trading. Chairman of the
bank’s board, Gerrit Zalm, rang the gong sym-
bolically marking the start of trading.

“We are back, and that’s great,” he said,
adding his bank was “solid, and offered an
attractive yield.” “The process has gone well,”
agreed Dutch Finance Minister Jeroen
Dijsselbloem, hailing the return to the market
of the country’s third largest bank.

It marks a new era for the institution after a
troubled patch triggered by the 2008 crisis.
The Dutch government, which led the bailout
during the tumult of the financial meltdown, is
hoping to recoup some of the 22 billion euros
spent propping up the bank. Some two hours
after opening 2.30 percent up at 18.18 per-
cent, shares consolidated early gains settling
at around 18.36 euros, up some 3.44 percent.

Initially, the price per share had been fixed
at between 16 to 20 euros. But ABN Amro said

in a statement early Friday that the price had
been set at 17.75 euros a share.

That will raise some 3.3 billion euros ($3.5
billion), the bank said in a joint statement with
the state administrators of the offering, adding
it priced ABN Amro’s current value at 16.7 bil-
lion euros. The government was monitoring
carefully yesterday’s IPO, Dijsselbloem said.
“Naturally we want to see a small upwards
movement, so there is no disappointment. As
you know we have another 80 percent of the
shares to sell,” he added.

ABN Amro has confirmed that a further 3.0
percent share is available and “can be exer-
cised to cover over-allotments or short posi-
tions” if there is a high demand. “It’s a success-
ful IPO,” analyst Jos Versteeg, from the Dutch
bank Theodoor Gilissen, told AFP.

“It has been properly handled. And it’s a
good price per share,” he said, adding analysts
did not see much room for big future price
movement. To avoid all the shares being
snapped up by major investment funds and
other institutional investors, ABN Amro held
back 10 percent for individual buyers in the
Netherlands. Although the government has
said the bailout cost it around 22 billion euros,

its main audit body estimated the true price
tag at about 32 billion euros, Dutch media has
reported.

Troubled years 
The Netherlands’ third-largest bank behind

ING and Rabobank, ABN Amro traces its roots
back to the 19th century. It was listed on the
Amsterdam stock exchange before being
bought in 2007 by a consortium consisting of
Spanish lender Santander, the Royal Bank of
Scotland and the Belgian-Dutch outfit Fortis.
But the 71 billion-euro-deal, one of the largest
in banking history, proved calamitous for the
three buyers.

Royal Bank of Scotland is now 73 percent
owned by the British government after a £45.5
billion ($71 billion, 53 billion euro) rescue in
2008.

Fortis was also dismantled during 2008 to
avoid bankruptcy. Its Dutch activities, includ-
ing its share in ABN Amro, were bailed out by
the Dutch government, which then merged it
back into ABN Amro Bank, and it has held the
reins ever since. Today ABN Amro is largely a
commercial bank focusing significantly on the
highly competitive mortgage market. — AFP

ABN Amro makes record 
return to Dutch bourse

COLOMBO: Sri  Lankan Finance Minister Ravi
Karunanayake arrives at the parliament building to pres-
ent the 2016 budget in Colombo yesterday. — AFP 


