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DUBAI: Indian sugar mills have contract-
ed to sell one million tons of sugar in the
2015/2016 season and expect to sign
deals for another million tons this season
as exports head for China, the president
of an industry body said yesterday.

“One million tons have been contract-
ed and another one million tons will be
contracted,” Tarun Sawhney, president of
the Indian Sugar Mills Association told a
conference in Dubai.

Of the total 1 million tons contracted,
around 700,000 tons have already moved

out of the country.
Sawhney said many of the current and

future contracts were with Myanmar,
where they are expected to be smuggled
into China, the world’s top importer.

“It will go to China,” he said. “The con-
tracts are all through Myanmar and from
there its just being taken up country.” The
smuggling of agricultural products along
China’s borders with Vietnam and
Myanmar has long been a problem.

China’s sugar industry has urged the
government to tackle a resurgence in

smuggling across the country’s southern
borders, after huge volumes of cheap
sugar were estimated to have illegally
entered the country in recent months.

Sawhney also said domestic sugar
production would reach 26 million tons
in the 2015/2016 season, which runs
from October to September and would
probably see the same figure for the
coming 2016/2017 season. India pro-
duced 28.3 million tons in the 2014/2015
season.

“It is too early to tell but most likely

there will no decrease and no increase,”
Sawhney said. “Uttar Pradesh will most
likely compensate for the drop in
Maharashtra and Karnataka,” he said.

The first back-to-back drought in near-
ly three decades has hit cane plantation in
India’s key producing states Maharashtra,
Karnataka and Uttar Pradesh.

One Indian official previously estimat-
ed that the drop in plantings for the
2016/17 season means that acreage
could fall by about a third after a faltering
monsoon damaged thousands of

hectares of cane in the world’s second-
biggest producer. Sawhney said India
would meet its target of blending 5 per-
cent ethanol in all gasoline sold this sug-
ar year for the first time and surpass it.

“We can cross 5 percent ethanol
blending,” he said. Oil companies have
never met the current 5 percent blending
target as ethanol derived from molasses,
the thick syrup produced by boiling
down sugarcane juice in sugar refining,
costs more than gasoline without includ-
ing taxes. —Reuters

Indian mills set to sell 1m ton more sugar as exports head for China

Ding Ning, owner of Ezubao, is escorted by policemen in an unknown
location. —AP

BEIJING: Manufacturing activity in
China contracted at its fastest pace
in more than three years in January,
government data showed yester-
day, underlining weakness in the
world’s second-largest economy.

The official Purchasing Managers’
Index (PMI), which tracks activity in
factories and workshops, fell to 49.4,
figures from the National Bureau of
Statistics (NBS) showed.

It was the lowest figure since
49.2 in August 2012, and was
below the median forecast of 49.6
in a Bloomberg survey of econo-
mists. PMI readings above 50 sig-
nal expanding activity, while any-
thing below indicates shrinkage,
and investors watch the figures
closely as the first available indica-
tors of the country ’s economic
health each month.

Chinese shares closed down as
the weak figures weighed on senti-
ment,  with the benchmark
Shanghai Composite Index falling
1.78 percent and the Shenzhen
Composite Index, which tracks
stocks on the country ’s second
exchange, retreating 1.04 percent.

The manufacturing slowdown
“points to weaker growth momen-
tum”, said Yao Zhang, China econo-
mist at Nomura Holdings in Hong
Kong. “ We believe economic
growth may start to lose steam
again, after stabilizing a little.” It
was the sixth consecutive month
that the official index showed con-
traction, which Bloomberg said
was the longest such series on
record.

“The manufacturing sector will
likely face a tough year ahead on
the back of overcapacity, weaken-
ing global demand, and govern-
ment’s plans to tackle pollution,”
ANZ economists Liu Ligang and
Louis Lam said in a report. China’s
economy, which is a vital driver of
global expansion, grew 6.9 per-
cent last year, its weakest rate in a
quarter of a century. China’s lead-
ers-who targeted growth of “about
seven percent ”-are looking to
transform the economy away from

the investment and exports of the
past to one more oriented
towards domestic  consumer
demand,  but the transit ion is
proving bumpy, and the growth
slowdown has alarmed investors
worldwide.

‘Manufacturing doldrums’ 
The private Caixin Purchasing

Managers’ Index,  which has a
greater emphasis on smaller firms,
came in at 48.4 for January, slight-

ly up from 48.2 in December, the
Chinese financial magazine said in
a joint statement issued with data
compiler Markit.

Liu Dongliang, an analyst with
China Merchants Bank (CMB), said
as the official PMI covers more big
companies, it showed that “the

manufacturing doldrums spread
from small- and medium-sized
firms to larger ones”. With excess
manufacturing overcapacity and a
sluggish property market, authori-
ties are pushing for so-called “sup-
ply side reforms” that focus on
reducing stockpiles and debt.

“The domestic economy is yet
to show signs of a bottoming out
whi le  the  capaci t y  reduc t ion
moves may add more turbulence
to economic indicators,” CMB’s

Liu said.
In the official survey, the new

orders sub-index fell to 49.5 from
50.2 in December, “suggesting
falling demand in the manufactur-
ing market”, while that for employ-
ment remained in contraction ter-
r itor y at  47.8,  the NBS said.

Analysts expect the government
to further loosen its monetary pol-
icy by cutting the amount of cash
banks must keep in reser ve or
even the interest rate to boost
growth.

“Refraining from further easing
could risk an even weaker econo-
my,  which wil l  then intensify
depreciation expectation and cap-
ital outflows,” ANZ’s Liu and Lam
said.

Around $1.0 trillion left China

last year, according to Bloomberg
Intelligence. In December alone
capital outflow from the country
was nearly $160 billion, reflecting
growing concern about the econ-
omy against a backdrop of volatili-
ty in the foreign exchange and
stock markets. —AFP

China manufacturing index 
falls to three-year low

Data shows underlining weakness in China economy

TENGZHOU: Workers sort parts at an electronics company in Tengzhou, in China’s eastern
Shandong province yesterday. Manufacturing activity in China contracted at its fastest level in
more than three years in January, government data showed yesterday underlining weakness in
the world’s second-largest economy. —AFP

BEIJING: Police arrested the maverick
founder of China’s largest online finance
business on suspicion of fleecing 900,000
investors of $7.6 billion, in what could be the
biggest financial fraud in Chinese history.

State media outlets reported the arrest of
Ding Ning and 20 of his employees late
Sunday.  State broadcaster CCTV aired pur-
ported confessions from two former
employees at Ezubao, an Anhui Province
outfit that rose from obscurity to become
China’s largest online financing platform in
the span of about 18 months. Ezubao was
the most spectacular player in a booming
online investment industry that Chinese
authorities have been struggling to regulate.
Firms ranging from established Internet
companies such as Alibaba to virtually
unknown upstarts have flooded into the
business, promising higher returns than
those at state-run banks, which often offer
interest rates below inflation.

Ezubao promised investors that borrow-
ers would pay back loans at interest rates
between 9 percent and 14.6 percent, but 95
percent of those borrowers were fictional
entities created by Ezubao, a former compa-
ny executive told investigators. Behind the
firm’s rise was 34-year old Ding Ning, an
Anhui native who dropped out of school at
17 to work at his mother’s hardware factory,
where he first gained experience running
online sales, according to media reports.

With no technical or financial training,
Ding launched Ezubao in July 2014 and
opened multiple marketing offices across
China. The venture bought expensive ad
spots that aired just before the widely
viewed nightly CCTV newscast, the state
broadcaster’s flagship program.

Ezubao appeared to gain Beijing’s impri-
matur when the gov.cn government website
published an interview with Ding in July dis-
cussing his life as an entrepreneur. The inter-
view has since been removed from the site.
State media took a far different tone on
Sunday as CCTV aired Ding’s confession and
footage of officials hauling away bags of

cash from his home. The Xinhua news
agency detailed Ding’s extravagant lifestyle
and the gifts he lavished on a business part-
ner Zhang Min, including a $20 million villa
in Singapore and a $1.8 million pink dia-
mond ring.

“The truth is that it’s a fraud ... it’s a typical
Ponzi scheme,” Zhang, the associate, said in
her aired confession. Despite the vast sums
cited in the case, Ezubao, which also went
by Ezubo on its website, represented just a
sliver of China’s shadow banking industry
estimated to be worth $1.5 trillion as of the
end of June, according to Chinese banking
regulators.

Independent economists and party offi-
cials alike have warned about the danger of
unchecked private lending and the political
spillover of a large-scale collapse.

After police shut down Ezubao in
December, scores of protesters gathered
outside a Beijing government building to
demand their money back. Simmering
anger on social media also spurred public
security officials to phone Internet users to
warn them against criticizing the
Communist Party online. One investor from
Northeast China who lost close to $80,000
told The Associated Press in December that
police confiscated her computer and cell
phone after she posted online that she
might file a petition with the central govern-
ment.

Fu Weigang, a researcher at the Shanghai
Institute for Finance and Law, said difficulty
obtaining financing in a state-dominated
banking system has for decades driven
Chinese citizens into underground borrow-
ing and lending, which also gave rise to
countless Ponzi schemes.

But Ezubao was able to take advantage
of an influx of mom-and-pop investors in
recent years using an Internet model, Fu
said, effectively pushing small-scale scams
to a countrywide level. “What they were
doing was nothing new in China,” Fu said.
“But how they were doing it online, and the
scale, was unprecedented.” —AP

China company accused of 
fleecing investors of $7.6bn

MOSCOW: Russian oil firms would have to pay
more tax on some of their fields under reforms
being prepared by the finance ministry, which
is seeking to get more revenue into the budg-
et, according to three officials and a draft of
the plans seen by Reuters. The proposal will be
a test of whether the ministry, which has been
lobbying for austerity in the face of an eco-
nomic slump, can stand its ground against the
powerful energy lobby, which argues it needs
support not higher taxes.

According to the officials, who belong to
two different ministries and spoke to Reuters
on condition of anonymity, a consequence of
the tax reform would be the de facto cancel-
lation the tax breaks on some fields. That
could affect all greenfield, or newly devel-
oped, oilfields that currently enjoy various tax
breaks, the sources from the finance ministry
and the energy ministry said. According to
Vygon Consulting, a total of 198 fields, includ-
ing brownfields, or long-operating oil fields,
currently benefit from various tax breaks.

Among the greenfields with tax breaks are
those operated by oil majors such as
Surgutneftegaz and Gazpromneft. The can-
cellation of the tax breaks on fields is part of a
broader reform of the way energy companies
are taxed. The main measure will be a profit-
based tax in addition to those used now: min-
eral extraction tax (MET) and oil export duty.

Oil MET and export duty on oil and oil
products contributed 6.6 trillion roubles ($87
billion) to the budget in 2014, or 46 percent
of total revenues.

The sources could not say how much tax
would be raised by the new proposal as dis-
cussions are ongoing. Sergey Yezhov, Chief
Economist at Vygon Consulting, said that

under the proposed system, greenfields in
their early stages would benefit: they will pay
no tax compared to 10 percent of the oil price
now under the tax break regime.

According to Yezhov, fields with no tax
breaks are paying around 42 percent of the
oil price in the form of export duty and MET.

But under the new system, a 40 percent
tax will apply to all fields once they become
profitable, whether or not they previously
enjoyed tax breaks, plus a profit-based tax of
70 percent of positive cash-flow.

ENERGY SECTOR
Russian President Vladimir Putin, whose

allies hold leading posts in the energy sector,
had previously promised not to increase tax-
es on all economic sectors before 2018.

In a sign of the pressure on the Russian
budget caused by the falling oil price, com-
pounded by Western sanctions, Putin’s gov-
ernment had to change tack last year.

It de facto increased tax on energy com-
panies by delaying a promised cut in export
duty, which brought the budget around 200
billion rubles. The finance ministry, custodian
of the battered Russian budget, argues there
is a strong case for getting the energy com-
panies to pay more still.

“Amid severe problems in the economy,
Russian oil companies could be seen as fat
cats” and there is no need to keep giving
them tax relief on fields, said one official, who
is not associated with the ministry of finance.
Oil companies have revenues in dollars and
pay most of their costs in rubles, so they have
benefited from the falling currency, as well as
from progressive taxes which fall as a share of
revenue as oil prices drop. —Reuters

Russian finance ministry readies 
for fight with big oil over tax

ALMATY: In Kazakhstan, where people worry they
may lose their jobs or be jailed for criticizing the
authorities, some have found a new way to express
the economic pain they are feeling: A web site whose
name roughly translates as “Oh My God!”

The site, entitled oibai.kz, shows nothing but
updated rates for the ex-Soviet oil producer’s tenge
currency and the world oil price - both of which have
been plummeting -  against a gloomy black-and-white
photo of government buildings.

The only commentary is a soundtrack of sad piano
music, while sharing a link to the site on social media
adds an exclamation mark and an icon of a man in a
traditional Kazakh hat, his hands framing his open
mouth in shock. “There is so much I would like to say,
but I can’t,” complained one Facebook user, explaining
in private that she fears speaking negatively of the gov-
ernment would jeopardize her employer’s business
and the careers of her relatives.  “‘Don’t blabber’, my rel-

atives tell me,” she said, adding that she reserves her
views for “the kitchen”, a reference to the Soviet-era tra-
dition of discussing sensitive topics only with one’s fam-
ily and closest friends.  Kazakhstan, ruled by President
Nursultan Nazarbayev for 26 years, is one of a clutch of
oil exporting countries whose economies are in crisis
now the price of crude is so low. Fellow ex-Soviet states
Russia and Azerbaijan are also experiencing hardship,
and further afield, countries such as Algeria and Nigeria
are struggling too. The oil price crash has slashed
Kazakhstan’s total exports by more than 40 percent.
The Kazakh tenge has lost nearly half of its value
against the dollar since August when the authorities
abandoned their pegged exchange rate policy.

According to government estimates, economic
growth slowed to 1.2 percent last year from 4.4 per-
cent a year earlier. But indicators such as electric power
output point to a contraction, something which has
not been officially registered since 1998.

SELF-CENSORSHIP
In other countries, people have taken to the

streets to protest but in Kazakhstan, demonstra-
tions are small and rare, even though the downturn
has hit hard. Most Kazakhs apply self-censorship in
public and on online social networks. It is accept-
able, for instance, to criticize or ridicule the central
bank head, but not the president.

The authorities are keeping a tight lid on any dis-
play of dissent that crosses those invisible lines.

Nazarbayev, who has been in power since 1989
and navigated the late 1990s oil crash, warned the
nation last month against seeking culprits for its
economic woes, describing them as a global phe-
nomenon and urging Kazakhs to rebuff “provoca-
tions”.

Also last month, police said they were looking
for the source of a widely circulated WhatsApp mes-
sage urging Kazakhs to stock up on groceries before
prices jump. And a court in the capital Almaty sen-
tenced government critics Serikzhan Mambetalin
and Yermek Narymbayev to two and three years in
prison respectively on charges of “inciting hatred” in
Facebook posts about a banned book.

GROCERY BILL
For ordinary Kazakhs, the economic crisis has

mostly meant price increases and the loss of confi-
dence in the future.

Recruiter Madina, 39, says summer vacations in
Europe are now out of question for her family of
four. Her typical bill for weekend grocery shopping
has almost doubled to about 14,000 tenge ($38.41)
since last August, while her commission-based pay
is falling, says Madina, adding that some of her cus-
tomers are downsizing or even shutting down.

State-controlled oil firm KMG EP warned the
government in January that without tax breaks its
OzenMunaiGas upstream unit would not make
enough money to keep carrying its “big social bur-
den” which includes employing 14,000 people.

The warning has ominous undertones because
in late 2011, OzenMunaiGas workers were among
strikers who clashed with police after protests over
pay cuts; at least 11 people died. The only notice-
able protests over the latest tenge slide involved a
few dozen people in Almaty in January who had
taken out dollar mortgages and were struggling to
repay them. Several protesters have since been
fined on charges of hooliganism. —Reuters

Afraid to speak out, Kazakhs 
let numbers talk for them

SEOUL: A man carries boxes at a traditional market in Seoul yesterday. South Korea’s
exports, the main driver of the national economy, suffered their sharpest drop in more
than six years in January, extending what is now a 13-month losing streak. —AFP


