
THE HAGUE: The Netherlands will be hit
hard if Britain leaves the EU, a Dutch
government think tank warned yester-
day, predicting a possible 1.2-percent
fall in GDP by 2030 and a 10-billion-euro
trade loss. Britain itself, though, would
be affected even more, it said, adding
London could take “years” to reforge its
trade ties with the European Union if it
pulled out of the 28-nation bloc.

“If the United Kingdom withdraws
from the European Union, it will affect
the Netherlands more severely than oth-
er EU countries because of the strong
(bilateral) trade relations,” the Central
Planning Bureau (CPB) said.

The drop in trade, much of which is
carried across the North Sea, “could
amount to a GDP loss for the
Netherlands of 1.2 percent, or 10 billion
euros ($11.4 billion), by 2030”.

And the effects could be even further
heightened by less innovation which
“could amplify the GDP loss of 10 billion
euros by another 65 percent.”

Britons will go to the polls on June
23 to vote in a bitterly divisive referen-
dum. The OECD last week predicted that
Ireland, Luxembourg and the
Netherlands would be the first of
Britain’s partners to bear the brunt of a
Brexit. And piling on the grim warnings,

S&P Thursday published a table of those
EU nations which would be hardest hit,
placing Ireland, Malta and Luxembourg
at the top. The Netherlands was ranked
in 7th place, also behind Cyprus,
Switzerland and Belgium. S&P’s survey
of 20 nations found they were “in the
frontline of economies susceptible to
any trade and migratory aftershocks
from a decision by the UK to leave”.

According to different scenarios,
the drop in the Dutch gross domestic
product could add up to a loss of
between 450 euros to 1,000 euros
($511-$1,135) per person. Sectors more
tightly interconnected with Britain such
as chemicals, plastics, rubber and elec-
tronic equipment would bear the brunt,
with production losses of up to 5.0 per-
cent, the Dutch CPB report warned.

Those sectors along with the auto
industry and food processing account
for some 12 percent of Dutch GDP. That
in turn could spark job losses, as well as
a fall in wages, the CPB predicted, fore-
casting as many as 40,000 jobs could be
shed across all areas.

“However, in a number of other sec-
tors, employment would increase, such
as an additional 15,000 jobs in the low-
tech industry and in the sector ‘other
financial services’,” it said.

Britain stands to lose more 
But mirroring other recent reports

from economic institutions, the Dutch
bureau had an even starker warning for
Britain. “The UK is far more dependent
on the trade with the EU than vice ver-
sa,” it said, highlighting predictions from
the World Trade Organisation (WTO)
which said by 2030 Britain’s GDP could
have fallen by 4.0 percent. “If we assume
that innovation would lag behind due
to reduced trade levels, these losses
may even increase to nearly 9 percent of
GDP. In that case, the UK losses would
be similar to those experienced during
the 2008-2009 crisis.”

The repercussions could be mitigat-
ed if the EU were to enter into a sepa-
rate trade agreement with Britain, but it
would take time to negotiate. Any with-
drawal from EU could take two years to
complete and a “renegotiation process
for various trade agreements will likely
last a number of years.”

The intervening years would usher in
a period of uncertainty, which could
also drag down business confidence. It
was also uncertain that all EU members
would be in favour of a new trade
accord, as “the Brexit-related costs are
relatively low for countries in eastern
and southern Europe.” — AFP
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Dutch to be hit hard 
by any Brexit: Study
1.2% fall in GDP by 2030 and 10-bn euro trade loss predicted

Gold eases from 3-week high
as dollar claws back losses

LONDON: Gold eased from three-week highs yesterday
as a recovery in the dollar prompted some buyers to cash
in gains after the previous day’s sharp rally, though the
outlook for US interest rates offered support. The metal
surged 1.5 percent on Wednesday after below-consensus
US payrolls data and dovish comments from Janet Yellen,
chair of the U.S. Federal Reserve, dampened expectations
of an imminent rate hike.

Gold is highly sensitive to rising interest rates, which
lift the opportunity cost of holding non-yielding bullion
while boosting the dollar, in which it is priced.

Spot gold reached its highest since May 18 in early
trade, at $1,266.01 an ounce, before easing to $1,258.66
at 1145 GMT, down 0.3 percent. US gold futures for June
delivery were down 70 cents at $1,261.60. “Gold is hold-
ing up as traders have taken a very relaxed approach
with Janet Yellen’s recent comments,” said Naeem Aslam,
chief market analyst at ThinkForex. “The view is that the
Fed may not be increasing the rate this summer at all.”

The dollar, which on Wednesday slipped to a five-
week low against a basket of currencies, regained some
lost ground yesterday, pressuring gold. A grim mood on
global financial markets sent investors searching for the
security of the dollar and yen, driving both higher against
a euro weakened by the prospect of prolonged low infla-
tion and negative interest rates. 

Investors have almost priced out the chance of a rate
increase at the Fed Reserve’s June 14-15 policy review
and reduced the likelihood of a July increase to about
26 percent.

Yet markets remain cautious on Fed policy, analysts
said. “While there is likely further room to the upside for
gold, there may be some road blocks to the rally near
term,” HSBC said in a note. “We expect that as the FOMC
(Fed policy meeting) approaches, trading volume may
quieten down and some near-term traders will book
square and take profits.” 

“There is always the possibility the Fed surprises the
market and raises rates, which could rapidly reverse
gains.” Among other precious metals, silver hit a three-
week high at $17.22 an ounce after climbing nearly 4
percent in the previous session, its biggest one-day
gain since April 19. 

The metal  was later up 0.1 percent at  $17.04.
Platinum dropped 1 percent to $995.24, while palladi-
um was down 0.6 percent at $556.70. — Reuters

SEOUL: The Bank of Korea unexpectedly
lowered its key interest rate to a record
low yesterday as policymakers worry that
corporate restructuring and sluggish
global trade will further drag on South
Korea’s economic recovery. The central
bank policymakers cut its policy rate by a
quarter of a percentage point to 1.25 per-
cent for the month of June, sooner than
most analysts expected.

It was the first rate cut since June last
year. The bank lowered the key interest
rate twice in 2015 to aid the slowing
recovery and to bolster consumption.
Most market analysts had expected the
bank to lower interest rates later in the
year as growth was expected to slow dur-
ing the second half of this year.

But Lee Ju-yeol, the Bank of Korea gov-
ernor, said policymakers unanimously
decided to lower borrowing costs this
month as it became clear that the recovery
was expected to be slower than the bank
had forecast in April. He said the looming
repercussions from corporate restructuring,
likely to prompt major shipbuilding and
shipping companies to cut jobs and assets,
were another point of concern.

“Amid low inflationary pressure, growth
trends of the domestic economy will likely
be weaker than expected,” Lee told a news
conference. South Korea has seen weak
exports amid low crude oil prices that hit its
shipyards and other its key export sectors.
An export drop eased in May but growth
momentum has remained sluggish. Asia’s
fourth-largest economy eked out a mere

0.5 percent of growth during the first quar-
ter from the previous three months, the
slowest pace since spring last year.

South Korea’s government is focusing
on restructuring shipbuilders and shipping
industries that have been in losses due to a
slowdown in global trade, supply gluts and
the steep fall in oil prices.  Debt restructur-
ing of shipbuilders and shipping compa-
nies is expected to increase job losses and

depress the economy in the southern
region, where most shipyards, an impor-
tant source of jobs, are located.

The rate cut comes one day after the
government announced that it would cre-
ate a fund of 11 trillion won ($9.5 billion)
to shore up state-owned banks so they
can withstand any losses as they help the
restructuring of shipping and shipbuilding
companies. — AP

S Korea cuts interest rate to 
record low as growth slows

SEOUL: Visitors pass by signs displaying foreign currency exchange
rates at downtown Seoul, South Korea yesterday. The Bank of Korea
lowered its key interest rate to a record low yesterday in a move that
took market watchers by surprise. — AP

Essentra sees lower 
full-year adjusted 
operating profit

LONDON: Essentra Plc, a supplier of speciality plastic and pack-
aging components, warned of lower full-year adjusted operat-
ing profit, citing challenging market conditions in filter products
and delays in some large projects. Essentra’s shares slumped
22.5 percent in early trade on the London Stock Exchange. The
company, whose filter products are used in tobacco, health and
personal care and consumer goods, said it expects adjusted
operating profit to be between 155 million pounds and 165 mil-
lion pounds for the year ended Dec. 31, 2016, compared with
171.5 million pounds ($248.8 million) last year.

Revenue is expected to be broadly unchanged from the 1.09
billion pounds it reported last year, Essentra said. Filter products
accounted for about 27 percent of the company’s revenue in
2015. The company, whose products range from cigarette filters
to adhesives, said site integration in health and personal care
packaging had resulted in some short-term operational issues in
both the US and the UK, hurting revenue and operating profit.

Milton Keynes, Buckinghamshire-based Essentra said it was
unlikely to achieve trading levels expected at the time of its full
year 2015 results announcement in February. The company had
said then that it was confident of continuing its track record of
“balanced profitable growth” in 2016, driven by international
markets and its wide product mix. Essentra, which was formed
after being demerged from Bunzl Plc in June 2005, gets roughly
half its sales from Europe, about a third from the Americas and
the rest from Asia. The company said yesterday that its second-
half profit would be stronger than that for the first half of 2016.
Essentra reports its first-half results on July 29. — Reuters


