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WASHINGTON: US import prices rose in
March for the first time in nine months as
the cost of petroleum products increased,
but the lingering effects of a strong dollar
suggested inflation will continue to
increase gradually. The Labor Department
said yesterday import prices gained 0.2
percent last month after a downwardly
revised 0.4 percent drop in February. It was
the first time since June that import prices
rose and the largest increase since May.

The increase, however, was less than
economists’ expectations for a 1.0 percent

gain. Import prices were previously report-
ed to have declined 0.3 percent in
February. Prices of imported products
were down 6.2 percent in the 12 months
through March, the smallest gain since
December 2014, suggesting import defla-
tion was ebbing.

Weak import prices have contributed
to holding inflation below the Federal
Reserve’s 2 percent target. US financial
markets were little moved by data.

Benign inflation has been a key factor
in the US central bank’s policy of gradually

raising interest rates even as the labor
market tightens. The Fed raised its bench-
mark overnight interest rate in December
for the first time in nearly a decade and
policymakers recently forecast only two
more rate hikes this year.

Inflation, both on the consumer and
producer levels, has been dampened by
cheap oil and a robust dollar. The green-
back gained about 20 percent against the
United States’ main trading partners
between June 2014 and December 2015.
Oil prices, however, are showing signs of

stabilizing. Last month, imported petrole-
um prices rose 6.5 percent, the first
increase since June, after tumbling 6.2 per-
cent in February. Import prices excluding
petroleum slipped 0.2 percent after dip-
ping 0.1 percent in February. Non-petrole-
um import prices have not increased since
March 2014, underscoring the impact of
the dollar’s strength. But the dollar has
depreciated 2.6 percent on a trade-
weighted basis so far this year.

Imported food prices fell 0.6 percent
last month, while prices for industrial sup-

plies and materials excluding petroleum
were unchanged. Prices for imported capi-
tal goods dipped 0.1 percent and the cost
of imported automobiles edged up 0.1
percent. Prices for imported consumer
goods excluding autos fell 0.3 percent. The
report also showed export prices were
unchanged in March after declining 0.5
percent in February. Export prices were
down 6.1 percent from a year ago. Export
prices for industrial supplies and materials
rose 0.7 percent. Prices for food exports
fell 2.5 percent. — Reuters

Rise in US import prices below expectations 

KUALA LUMPUR: A dog looks on as villagers shop for vegetables at a roadside market stall in Karak, outside Kuala Lumpur yesterday. — AFP

LONDON: The International Monetary Fund
warned yesterday that a British exit from the
European Union could inflict severe damage to the
world economy by disrupting international trade.

Listing the June 23 referendum on member-
ship as one-of-seven downside risks for the
world economy, the global financial body said
the national vote on whether to stay or go has
already created uncertainty for investors. “A
British exit from the European Union could pose
major challenges for both the United Kingdom
and the rest of Europe,” the IMF said.
“Negotiations on post-exit arrangements would
likely be protracted, resulting in an extended
period of heightened uncertainty that could
weigh heavily on confidence and investment, all
the while increasing financial market volatility.”

The IMF also said that an exit would curtail
“key benefits from economic co-operation and
integration.” The warning echoes the British gov-
ernment’s position that leaving the EU would hit
the economy hard. Treasury chief George
Osborne described the comments as “stark.”

“If the British economy is hit by the mere risk
of leaving the EU, can you imagine the hit to peo-
ple’s income and jobs if we did actually leave?” he
said in a statement.

Campaigners arguing that Britain should
leave the EU accused the IMF of being “consis-
tently wrong” in its past forecasts for the UK. They
also suggested that the IMF was persuaded to
sound an alarmist warning at the behest of
Osborne. “The IMF has talked down the British
economy in the past and now it is doing it again
at the request of our own chancellor (Osborne),”
Vote Leave chief executive Matthew Elliott said.

“It was wrong then and it is wrong now.” Others,
such as David Miliband, a former foreign secre-
tary under Tony Blair who quit front-line politics
to head the International Rescue Committee, said
the IMF’s intervention was right and proper.

“There is a storm on our horizon,” he said dur-
ing a speech in London. “We can hear the thun-
der if we are willing to listen.”

The stark warning came as the IMF downgrad-
ed its UK growth projections for 2016 by 0.3 per-
centage points to 1.9 percent. That’s slightly low-
er than the 2 percent prediction made recently
by the Office for Budget Responsibility, the body
that independently makes economic forecasts
for the government. Separately, the Office for
National Statistics said Britain’s inflation rate rose
unexpectedly in March to its highest level in 15
months. The rise in the annual rate to 0.5 percent
from 0.3 percent was largely driven by higher air
fares over the Easter period. Despite the rise,
inflation is way below the Bank of England’s tar-
get of 2 percent. As a result, few economists pre-
dict an increase in interest rates this year. Sub-
Saharan growth Growth in sub-Saharan Africa is
forecast to drop to 3 percent this year from 3.4
percent in 2015 as low oil prices and the com-
modity slowdown hit producers, according to an
IMF report released yesterday.

The decline in oil prices will affect top regional
oil producers Nigeria and Angola, although the
impact has so far been limited, the International
Monetary Fund said. Nigeria’s growth forecast
was lowered to 2.3 percent, from 2.7 percent in
2015, while Angola could slip to 2.5 percent,
down from 3 percent.

“The effect of the decline in oil prices on the

region’s oil-importing countries has been smaller
than expected, as many of these economies
export other non-renewable resources,” said the
report titled “Too slow for too long”. Last week
Angola announced that it was to begin discus-
sions with the IMF to seek support to shore up its
economy in the wake of falling oil revenues.

Angola depends on oil production for 95 per-
cent of its export earnings and more than half of
government receipts. The report said growth in
sub-Saharan Africa was projected to pick up to 4
percent on 2017, stimulated by “a small rebound
in commodity prices and timely policy imple-
mentation.”

“Resource intensive countries have suffered
from the decline in commodity prices, while the
region’s frontier markets are adversely affected
by tighter global financing conditions,” it said.

The cooling of the Chinese economy, which is
the leading destination for Africa’s commodities,
contributed to weakening growth. South Africa,
the continent’s most advanced economy, was
expected to see growth halved to 0.6 percent in
2016 owing to “lower export prices, elevated pol-
icy uncertainty and tighter monetary and fiscal
policy.” The country is battling to avoid a credit
downgrade to junk status following a stretch of
poor growth, a bad drought and a weak currency
which has stoked inflation.

The drought has also hampered electricity
production in Zambia, adding pressure on low
copper prices, and led to food shortages in
Zimbabwe. Growth in Ethiopia, said to be the
worst affected by recent drought, was projected
to slump to 4.5 percent, from 10.2 percent the
previous year. — AFP

IMF issues stark warning 
on British exit from EU 

Sub-Saharan African growth slowing

KBL to buy Dutch
bank private 

bank Insinger
AMSTERDAM: Qatari-owned KBL European
Private Bankers is to buy Bank Insinger de
Beaufort to create the third largest private bank
in the Netherlands. Under the deal, BNP Paribas
will sell its 63 percent stake in Insinger de
Beaufort, a spokeswoman at the French bank
said. KBL will then merge its Dutch subsidiary
Theodoor Gilissen with Insinger. The pair said
the merger would help them to gain scale and
expand their online and asset structuring servic-
es businesses.

In the Netherlands, the combined group
would rank third behind ABN Amro subsidiary
MeesPierson and Van Lanschot Bankiers in
terms of size. Financial terms were not disclosed,
but the two companies, among the oldest pri-
vate banks in the Netherlands, will have approxi-
mately 22.5 billion euros ($25.65 billion) of
assets under management (AUM), they said in a
joint statement yesterday. In similar deals, pri-
vate banks have been valued at around 2 per-
cent of assets under management, suggesting a
very rough valuation of 200 million euros for
Insinger, with its 10.5 billion of euros of assets.

Insinger spokesman Michiel de Vries said
that pending regulatory approval, the parties
expected the deal to be concluded in 2017. In
2008, BNP Paribas said it would pay 60 million
euros to take 35 percent in Insinger. It merged
the private bank with its Dutch and UK opera-
tions in 2009 and its stake rose to 63 percent.
“This is consistent with wealth management’s
strategy to focus on countries where its clients
can fully benefit from the integrated business
model of the group,” the BNP Paribas spokes-
woman said. — Reuters

SYDNEY: It may be the smallest-denominated
Australian dollar banknote, but a new design for
the Aus$5 bill attracted an outsized amount of
criticism when it was unveiled yesterday, with
detractors calling it “hideous” and “like vomit”.
The note, which will replace its more bland
predecessor from September 1, features a yel-
low Prickly Moses wattle flower and a colourful
Eastern Spinebill native bird.

“Each banknote in the new series will depict
a different species of Australian wattle and a
native bird within a number of the elements,”
Reserve Bank of Australia governor Glenn
Stevens said in a statement. “The designs are the
culmination of a process of extensive consulta-
tion with subject-matter experts and the cash-

handling industry, as well as qualitative research
involving focus groups.”

But critics-from social media users to bird-
lovers-were quick to express their disdain. “Our
new fivers look like vomit,” one user wrote on
Twitter, while another quipped: “A thousand
monkeys with a thousand versions of
Photoshop could never come up with some-
thing as hideous as the new Australian $5 note.”

Some questioned why the same portrait of
Queen Elizabeth II, which was drawn from pho-
tographs commissioned by the central bank in
1984, was used rather than a recent image of
Australia’s head of state. “New Australian $5
note really knocks years off the Queen,” tweeted
Joanna Hall. —AFP

SYDNEY: In this undated handout photo from the Reserve Bank of Australia (RBA) released
yesterday stacks of new style five Australian dollar note are seen. — AFP

Australia unveils colorful 
‘vomit-like’ $5 banknote 

FRANKFURT: Public debate is raging in
Germany this week over whether top execu-
tives at Volkswagen should be paid gener-
ous bonuses as the carmaker struggles to
stem further fallout from its massive engine-
rigging scandal. According to the German
news agency DPA yesterday, managers
could be willing to accept a reduction in
their bonuses.

A corresponding proposal had been put
forward and would be discussed later yester-
day or on Wednesday, DPA reported, quoting
executive board sources.  But the fact that
they appear unwilling to forego the pay-
ments altogether which make up the lion’s
share of their annual salary-has sparked
anger and moral outrage across the country.
“Volkswagen is a frightening example of how
far the executive class has distanced itself
from the rest of society and even their share-
holders,” wrote the daily Frankfurter
Allgemeine Zeitung in an editorial.

Divorced from reality? 
“How far away from reality can a top

executive be?” the newspaper asked, ques-
tioning whether VW’s new chief executive
Matthias Mueller-brought in to solve the
group’s deepest-ever crisis-really was “the
right man for the job.”

VW, which is scheduled to publish its
annual results on April and could post a loss
running into many billions of euros (dollars),
could also announce a waiver in the divi-
dend payout to shareholders for the first
time since the early 1980s. 

The issue is also causing ripples in politi-
cal circles.  Herbert Behrens, head of the
regional branch of the far-left Die Linke par-
ty in Lower Saxony, where VW is based,
described the idea of paying performance-
related bonuses to managers given the still
incalculable costs of scandal as “a slap in the
face” for VW workers concerned about their
livelihoods. Even Finance Minister Wolfgang
Schaeuble appeared unable to hold his
tongue, snapping late Monday that “there
are discussions where it is hard to believe
that the people concerned fail to compre-
hend that this is not compatible with certain
values.” 

At the centre of the controversy is the
question whether VW executives are enti-
tled to the performance-related bonuses for
2015. After all, CEO Mueller had been quick
to prescribe belt-tightening to the carmak-

er’s 600,000-strong workforce in the wake of
the global scandal that erupted six months
ago when it emerged that VW had installed
emissions-cheating software into 11 million
diesel engines worldwide.

A number of supervisory board members
wanted the top executives to forego their
generous bonuses altogether as an example
to the workforce.  But press reports have
suggested that Mueller is merely pushing
for a reduction of around 30 percent. 

Highest-paid executives 
Mueller’s predecessor, Martin Winterkorn,

who quit as soon as the scandal broke last
September, was the highest-paid executive
in Germany for a number of years, earning
around 15 million euros.  Of his total salary
of 15.8 million euros in 2014, 13.9 million
euros were bonuses. The other board mem-
bers pocketed bonuses of between four and
seven million euros in the same year. 

In theory, the executives should also be
entitled to a bonus for 2015, as well, as the
payment is calculated on the basis of the
carmaker’s performance in the preceding
years. In the current context, however, the
expectation is that they will forego the pay-
ments and the regional government in
Lower Saxony, a key shareholder, said there
was “increased awareness about the prob-
lem” of performance-related bonuses. 

VW itself has refused to comment so far,
simply pointing out that board pay would
be published in VW’s annual report on April
28.  “The management board is determined
to set an example when it comes to the
adjustment in the bonuses,” a spokesman
said.  According to the weekly magazine Der
Spiegel, the former finance chief Hans-
Dieter Poetsch, who was appointed to the
head of the supervisory board in October,
pocketed nearly 10 million euros as “com-
pensation” for the lower pay he would
receive as a result of the switch. Unions are
concerned that the belt-tightening needed
to cope with the fallout from the so-called
“dieselgate” could lead to job cuts. “

We have the impression that the diesel
engine scandal could be used as a backdoor
for job cuts that weren’t up for discussion
until a couple of months ago,” the works
council wrote in a letter to the management
of VW’s own brand and published on the
website of the powerful IG Metall labour
union. — AFP

VW managers in hot seat 
over bonus payments

FRANKFURT: Matthias Mueller (R), CEO of German carmaker Volkswagen, and
Volkswagen’s supervisory board chairman Hans-Dieter Poetsch during a press con-
ference in Wolfsburg, central Germany. — AFP

MIASS, Russia: In Russia’s industrial heart-
land, people are finding ways to cope with an
economic crisis that has stretched household
budgets to breaking point.

The stories told in Miass, a mid-sized city
in the Urals that is home to a sprawling truck
factory and a plant that makes missiles for
submarines, show how people’s tolerance
and resilience have helped avert a deeper
economic slump. Nikolai Matveev, a trucker,
said his family had saved on food by eating
home-grown vegetables and meat from the
animals he shoots while hunting.

“Our wives are also experts at saving a few
kopecks here and there,” he told Reuters.
“Shortages in Soviet times taught them well.”
Other workers have moonlighted as taxi driv-
ers to supplement incomes slashed in real
terms by soaring inflation and bought cheap-
er products as prices have risen. Some have
had their nominal wages cut, too: lower pay
has been an important safety valve for the
Russian economy, helping businesses keep
costs down as demand flags.

The weaker ruble, which helped drive
inflation to 12.9 percent last year, has mean-
while cushioned the blow to government
finances from the collapse in oil prices and
made some Russian goods more competitive
overseas. Economists say firms in the West
typically fire more staff during crises as work-
ers, supported by their stronger trade unions,
would not stand for wages sliding so much.

“In Russia it’s different, it’s much more
important to work even if you work for less,”
said Ivan Tchakarov, a Russia-focused econo-
mist at US bank Citi. “It’s the price (of labour)
that adjusts not the quantity.” Russian workers
still spend the bulk of their earnings on day-

to-day needs, meaning they typically
economise on things such as food and
clothes. Fewer people have long-term mort-
gages, student loans or expensive habits. 

STAYING AFLOAT
The Ural truck factory, whose grey head-

quarters dominate one of Miass’ central
squares, illustrates how some firms have
stayed afloat. Built during World War Two, it
produces everything from dumper trucks to
military vehicles and sells to former Soviet
countries, Africa and Latin America.

The weaker rouble has made Ural vehicles
cheaper for customers abroad. It reduced
payroll expenses by temporarily introducing a
shorter working week late last year and has
fired 140 of several thousand employees in
the past six months, though workers say
dozens more left by consent.

An assembly line worker said he earned
around 25,000 roubles ($375) a month for an
eight-hour shift and that his salary had not
risen since 2011, which equates to a reduc-
tion in real wages of around 30 percent when
inflation is factored in. Still, he was not plan-
ning to quit his job.

“I’m not sure I can find anything better,”
the worker said, speaking in a deserted cafe
on the Prospect of the Car Factory Workers,
Miass’ main drag.

Ural’s owner GAZ Group declined to
arrange a meeting with its management, but
its press office said salaries corresponded
with those at other firms locally and were
adjusted with workers’ performance. Last
year’s output of around 7,900 vehicles was
similar to 2014, as exports offset falling
Russian sales, GAZ Group said. —Reuters

People’s resilience helps 
Russia dodge deeper crisis


