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BOSTON: Primer is applied to the midsole of a military tested New Balance 950v2 sneaker under ultraviolet light before the outsole is attached at one of company’s manufacturing facilities in Boston. The Institute for Supply Management, a US
trade group of purchasing managers, issued its index of manufacturing activity for January. — AP 

Factories parched for demand, eye stimulus

China PMI dips, US factory momentum remains weak, eurozone slows
LONDON/SYDNEY: January surveys of global
factory activity released yesterday showed the
new year began much as the old one ended -
with too much capacity chasing too little
demand.

China was again the epicenter of Asian dis-
appointment. The official measure of manufac-
turing fell to its lowest since mid-2012. The
weakness also encompassed such bellwethers
of high-tech trade as South Korea and Taiwan.
Manufacturing growth also slowed in the euro-
zone at the start of 2016. Incoming orders
showed no meaningful increase, even though
companies cut prices at the deepest rate for a
year.  US manufacturing activity appeared to
stabilize a bit in January, but a recovery is
unlikely in the near term as factories grapple
with a strong dollar and lower oil prices force
energy firms to further cut spending. The
Institute for Supply Management said its index
of national factory activity increased 0.2 per-
centage point to a reading of 48.2 last month,
the fourth straight month of contraction.

A reading below 50 indicates a contraction in
manufacturing.  However, the index remains
above the 43.1 threshold which is associated
with a recession.

British factories
British factories did enjoy a faster start to the

year than expected, but companies cut staff at
the fastest rate in three years and export orders
fell despite a weaker sterling. “It wasn’t the best
start to the year, but it wasn’t awful.  Markets are
pricing in a worst-case scenario and we are not
seeing that yet,” said Peter Dixon, an economist
at Commerzbank.

Stock markets, commodities and oil prices
have been battered since the start of the year by
concern the Chinese economy, the world’s sec-
ond largest, is struggling. Such concern has
eroded expectations for how fast the Federal
Reserve will raise US interest rates, after its first
increase in almost a decade in December.
Forecasts for Bank of England tightening have
also been pushed well back.

A dearth of demand and resulting down-
ward pressure on inflation was why the Bank of
Japan felt moved enough to cut interest rates
below zero last week. Meanwhile, having failed
to get inflation anywhere near its target - and
with demand so low - the European Central
Bank is likely to cut its deposit rate in March, and
possibly increase its monthly asset purchases.
“It’s less to do with what is happening with the
real economy and more to do with inflation. It’s
more of an inflation story than a growth one,”
Dixon said. Markit’s manufacturing Purchasing
Managers’ Index for the euro zone will bolster
those expectations. It sank to 52.3 from
December’s 53.2, in line with an earlier flash esti-
mate and above the 50 mark that separates
growth from contraction.

January’s weakening came as companies
offered steep discounts on their goods. A sub-
index measuring output prices plummeted to
its lowest reading since January 2015.
Consumer prices rose just 0.4 percent last
month on a year earlier, official data showed on

Friday, nowhere near the ECB’s target of close to
but just below 2 percent.  Markets got February
off to a cautious start after a rocky January, as
expectations of more cheap money from some
of the world’s top central banks were validated
by the fresh signs of weak global growth.

Asian woes 
The official version of China’s PMI survey for

manufacturing slipped to 49.4 in January from
49.7 the month before, missing forecasts of 49.6.
The services index also disappointed, challeng-
ing hopes consumption would take over from
industry as the driving force. A private survey,
the Caixin/Markit China Manufacturing PMI,
underscored the trend by showing factory activ-
ity shrinking for an 11th month.

Japan’s results were more encouraging. Its
factory barometer slipped only a tick to 52.3 in
January as exports picked up. The gains in
exports relied on a weak yen, hinting at another
reason the BOJ acted so boldly when easing
policy last week. India also recorded an unex-

pected return to growth. Its erratic PMI jumped
to a four-month high after slumping to a 28-
month low in December.

Other countries in the region were not so for-
tunate. South Korea’s manufacturing index
slipped into contraction. Its exports suffered
their sharpest annual fall since August 2009.

China is South Korea’s largest market, taking
about a quarter of its exports. Smartphones,
cars, semiconductors and flat-screen displays all
fell in January, boding ill for the companies that
usually prop up the economy. The story was
much the same for another electronics hub,
Taiwan, where factory growth slowed amid lack-
lustre demand. Steep falls in selling prices and
input costs also underlined the risks of deflation
across the region and the need for yet more
stimulus. “Shipments being this weak means a
recovery in consumption is urgently needed. If
you look at the economy as a whole, this might
boost the need for policy easing,” said Lee Sang-
jae, chief economist at Eugene Investment &
Securities. — Reuters

KUWAIT: Saudi Telecom Co (STC) said yes-
terday it has raised its share in Kuwait
Telcom Co (VIVA) to a controlling stake after
acquiring 25.8 percent of shares for $425
million. STC, the largest Arab telecommuni-
cations firm in terms of capitalization, had
held a 26-percent stake in VIVA since its
establishment in 2008 and was running the
company. In December, STC made an
optional bid to purchase all other shares for
$3.30 each. The offer ended on January 31.

STC said in a statement posted on the
Saudi and Kuwaiti stock markets yesterday
that holders of 128.8 million shares, or 25.8
percent of the company, accepted the offer,
raising its stake in VIVA to 51.8 percent. VIVA
is Kuwait’s third mobile operator along with
Zain and Qatar-held Ooredoo.  It has a cus-
tomer base of 2.4 million clients. STC has
more than 100 million customers and oper-
ates in nine countries including Turkey,
South Africa, India and Malaysia. — AFP

LONDON/DUBAI: OPEC and non-OPEC
countries have not yet agreed to hold a
meeting to discuss action to support oil
prices, two OPEC delegates said yesterday,
nearly a week after Russian officials said
Moscow should talk to OPEC.

In addition, a decision on whether to hold
a standalone gathering of the Organization of
the Petroleum Exporting Countries as pro-
posed by Venezuela has yet to be taken, the
delegates said, but a number of countries
have responded coolly to the idea.

OPEC delegates said last week a gathering
of OPEC and non-OPEC oil officials could take
place in February or March, perhaps at an
expert rather than ministerial level. “It is all in
the hands of the Russians now,” an OPEC dele-
gate said. Last Wednesday, the head of
Russia’s pipeline monopoly said Russian offi-
cials had decided they should talk to Saudi
Arabia and other OPEC countries about out-
put cuts, remarks that helped spur a rally in oil
prices. 

Meanwhile, oil fell 2 percent yesterday as
weak economic data from China, the world’s
largest energy consumer, weighed on prices

and an OPEC source played down talk of an
emergency meeting to stem the decline.
China’s manufacturing sector contracted at
the fastest pace since 2012 in January, adding
to worries about demand from the world’s
second-biggest economy at a time when the
market is already weighed down by a large
supply overhang.

“The weak China PMI (purchasing man-
agers’ index) is driving down prices because
China weighs on the entire commodities sec-
tor from the demand side of the equation,”
said Carsten Fritsch, senior oil analyst at
Commerzbank in Frankfurt.

Brent April crude futures were down 1.8
percent, or 64 cents, at $35.35 a barrel at 0905
GMT. The March Brent contract, which expired
on Friday, settled at $34.74 a barrel. US West
Texas Intermediate (WTI) was down 2 percent,
or 68 cents, at $32.94 a barrel. A senior OPEC
source told a Saudi Arabian newspaper it was
too early to talk about an emergency meeting
of the Organization of the Petroleum
Exporting Countries.

Oil prices jumped last week after Russian
energy officials said they had received pro-

posals from OPEC lynchpin Saudi Arabia on
managing output and were ready to talk.

“We do not expect such a cut will occur
unless global growth weakens sharply from
current levels, which is not our economists’
forecast,” investment bank Goldman Sachs
said in a report.

OPEC member Iran, which last month was
allowed to return fully to markets after years
of sanctions, is so far unwilling to participate
in cuts. Partly because of Iran’s return, OPEC
production has jumped to 32.60 million bar-
rels per day (bpd), its highest in years, adding
to a global glut of over 1 million bpd in excess
of demand, which has pulled down oil prices
70 percent since mid-2014.

BMI Research has cut its oil price outlook
for Brent to a 2016 average of $40 per barrel
from $42.5 previously, and said WTI would
average $39.50. “Counteracting oil’s upside
momentum in 2016 will be the weakness of
the Chinese yuan, lingering concerns over
global economic growth and the well-stocked
inventories of crude and fuels,” BMI said,
adding that a gradual price rise was expected
in the second half of the year. — Reuters
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DUBAI: Most Gulf stock markets lost steam yester-
day as oil prices pulled back although strong
fourth-quarter earnings at two major banks boost-
ed Abu Dhabi, while Egypt resumed falling
because of currency jitters. Bourses in the Gulf had
surged over the past few days as an oil price
rebound encouraged investors to return to buy
beaten-down stocks. This buying quickly dimin-
ished yesterday as Brent crude slipped 2 percent
to below $35.50 a barrel.

The Saudi Arabian index edged down 0.2 per-
cent as petrochemical stock retreated, with Saudi
Basic Industries down 1.8 percent. Construction
company Jabal Omar Development Co dropped

2.5 percent, after slipping 1.6 percent on Sunday
when it said it was in talks with creditors after fail-
ing to make the first repayment of 650 million
riyals ($173 million) on a 3 billion riyal loan from
the government.

Saudi builders are among the companies
hardest hit by cuts in government spending due
to low oil prices, as well as by rising labor costs.
Abu Dhabi’s index climbed 1.3 percent as First
Gulf Bank jumped 3.1 percent. Late on Sunday it
reported an 11 percent quarterly profit rise to
1.72 billion dirhams ($468.4 million), well above
analysts’ average forecast  of  1 .46 bi l l ion
dirhams. —Reuters

Gulf loses steam as oil slips


