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BEIJING: Executives at Asian automakers
with factories in Britain, largely set up to
export to the European Union, say they
could slow investments in Britain or even
put them on ice for now, after the country
voted to leave the 28-nation bloc.
Automakers, including Toyota and Nissan,
had been among the manufacturers that
have warned that a period of uncertainty
would follow a Brexit vote, as trade and
labour deals with Europe are renegotiated.
Most yesterday estimated it could take
around two years.

Toyota and Nissan had said in the run-up
to the vote that continued membership of
the European Union was preferable for their
operations: a vote to leave would create
new challenges for an industry that
employs some 800,000 people in Britain.

Even so, Sunderland in northern
England, where Nissan has its operations,
was among the constituencies that sur-
prised pundits by the extent to which voters
supported an exit.

Shares in all Asian automakers tumbled.
“We don’t have any choice but to be more
cautious with our investment decisions,
including moves like whether to produce a
new or significantly redesigned vehicle
model in the UK,” said one official at a
global automaker with manufacturing
capacity in Britain, speaking on condition
of anonymity.

Tata Motors’ Jaguar Land Rover (JLR) is
Britain’s largest carmaker, followed by
Nissan, which has been in Britain for three
decades and makes 475,000 cars a year in
the country, most of them for export inside
the European Union and beyond.
According to sources familiar with the
company, JLR has estimated its annual
profit could be cut by one billion pounds
($1.47 billion) by the end of the decade as
a result of Brexit.  It said yesterday it
remained committed to Europe.

But the carmaker also warned yesterday
of a “significant negotiating period” to fol-
low the vote. “The big question for
automakers . . . is what kind of trade deals
with the EU would be negotiated. That is
the big unknown,” a second executive at a
global automaker said.

TARIFF-FREE EXPORTS
Exports from Britain to the European

Union are free of tariffs and duties. Toyota
has said duties under new trading deals
could be as much as 10 percent, hitting
either prices or margins, and denting sales.
Toyota produced about 190,000 cars in
Britain last year. Of that, 75 percent went to
the European Union. Only 10 percent was
shipped and sold within Britain.

South Korea’s auto association said it
was worried a departure could revive a 10-
percent tariff on exports of passenger vehi-
cles to UK, unless a separate deal is negoti-
ated. “This could inevitably undermine the
price competitiveness of South Korean
automakers in UK, as opposed to Japanese
and German rivals which have production
bases there,” said Kim Tae-nyen, vice presi-
dent at the Korea Automobile
Manufacturers Association (KAMA).

At least one country saw a silver lining
in Brexit. India’s auto industry body, the
Society of Indian Automobile
Manufacturers, said it could presage a bet-
ter trade deal for India with Britain. India
has made several futile attempts to enter

into a free trade agreement with the
European Union.

But others raised the prospect of moving
Britain-based manufacturing capacity to
Europe. Toyota said in a statement that it
would analyse the impact of the vote on its
UK operations. Nissan did not comment,
though chief executive Carlos Ghosn said
last week the company would question its
UK position in the event of Brexit.

“No one is going to rush out and do
anything tomorrow, but rather than
revamp a plant in the UK to produce a new
model, they might revamp a plant some-
where else,” CLSA analyst Chris Richter
said. “Down the line, it could lead to job
losses.” Aside from Toyota, Tata and
Nissan, others manufacturing in Britain
include BMW, GM and Honda. Honda pro-
duces around 140,000 vehicles per year,
including the CR-V crossover SUV and Civic
sedan at its plant in Swindon.  Half of its
production is exported to the EU. For now,
officials said efforts would turn to lobbying
hard for better trade deals. — Reuters

Business sentiment improves
at Asia-Pacific companies 

BENGALURU: Business sentiment at Asia-Pacific’s biggest com-
panies rose in the second quarter of 2016 to its highest in a
year, but firms were wary about risks stemming from rising cor-
porate debt in China and volatile oil prices, a Thomson
Reuters/INSEAD survey showed.

The Thomson Reuters/INSEAD Asian Business Sentiment
Index, representing the six-month outlook at 139 firms, was
67 for April-June versus 65 three months prior. Companies in
the Philippines were the most upbeat followed by those in
India and China. Japan was the only economy with a senti-
ment subindex below 50 - the level separating optimists
from pessimists.

PHILIPPINES: FOURTH TIME MOST UPBEAT 
AT 86 IN Q2 VS 85 IN Q1

Boosted by first-quarter economic growth that beat market
expectations, nine of 11 firms polled said they had a positive
outlook for the coming six months, while one was neutral and
another negative.

Metropolitan Bank and Trust Co, Nickel Asia Corp and San
Miguel Corp featured among the 11 firms, which said chief risks
to six-month outlooks included rising competition and slowing
Chinese economic growth.

Seven firms also reported higher sales and orders over the
past three months with four taking on more staff.

INDIA: LOW OIL PRICES, FOREX WORRY 
PULL SUBINDEX TO 78 VS 83

Seventeen of 25 Indian firms expressed optimism for the
coming half-year whereas five were neutral and three pes-
simistic. But the subindex fell 5 points to 78, with volatile oil
prices topping the list of outlook risks, while excessive foreign
exchange volatility was also a concern.

Of the respondents, which included Hero MotoCorp Ltd and
Reliance Industries Ltd, 15 said they enjoyed increased business
compared with three months prior.  Nine reported improved
asset quality, and seven added headcount.

CHINA: OPTIMISM RISES TO 75 VS 71, VARIED RISKS CITED
Five of eight respondents were upbeat about the second

half of 2016 while two were neutral and one negative. The pri-
mary risk factors that companies highlighted varied, with gov-
ernment policies, yuan depreciation and terrorism featuring
among concerns.

China Jo Jo Drugstores Inc was one of the respondents.
Two firms booked more business over the past three months

and two saw improvement in the quality of assets. Three said
they had added headcount.

INDONESIA: SURVEY’S STEEPEST UPTURN 
IN SENTIMENT AT 64 VS 42

Fourteen companies from Indonesia responded to the sur-
vey, including PT Cowell Development Tbk, PT Hanson
International Tbk and PT Kalbe Farma Tbk.

Overall, sentiment was far more bullish compared with three
months previously, with eight companies reporting a positive
outlook, two neutral and four negative. Key risks included cur-
rency swings and low energy prices. Though sentiment turned
bullish, activity over the quarter reflected the negative outlook
of the previous survey: Staffing and asset quality are largely
unchanged from three months prior, while eight companies
reported a decline in business volume. — Reuters

LONDONL Investors ran for the safety of top-rated
German debt and ditched bonds in riskier southern
Europe yesterday as Britain’s vote to leave the European
Union gave eurozone markets their biggest shock since
their 2012 crisis.

German bond yields-an indication of government
borrowing costs-dropped to record lows while equiva-
lents in the likes of Spain, Italy and Portugal shot to mul-
ti-month highs.

The vote forced the resignation of Prime Minister
David Cameron, paves the way for another Scottish inde-
pendence referendum and deals a blow to unity across
continental Europe at a time when other breakaway
movements are gaining ground. “Brexit is not just a UK
issue. It is an issue for Europe and it is just the start of

Europe having to figure out where the future lies,”
Mizuho strategist Peter Chatwell said.

German yields across all maturities plumbed record
lows, with the 10-year benchmark falling as low as minus
0.17 percent , on track for its biggest drop since the height
of the euro zone crisis in August 2012. The decision to
leave by Britain, which accounts for around a sixth of the
bloc’s economic output, has emboldened eurosceptics in
other member states, with populist leaders in France and
the Netherlands demanding their own referendums.

“Prior to the Brexit vote, there were many countries
that were not happy with the EU and that would like to
see change; if that is exacerbated, then the impact on
bond markets could be quite significant,” said David Zahn,
head of European fixed income at Franklin Templeton.

But the market fallout was most keenly felt in southern
European countries like Spain, which is grappling with a
separatist movement in Catalonia and is set to return to
the polls this weekend for the second time in six months.
Ten-year yields in Spain rose 15 basis points to 1.62 per-
cent, with the premium it would pay to borrow over
benchmark Germany stretching to its widest in more than
two years. The cost of insuring Spanish debt against
default-as measured by credit default swaps-rose to its
highest since at least late 2014.

In Portugal and Greece, the two junk-rated borrowers in
the eurozone, yields surged 27 bps and 96 bps, respective-
ly, although by midday all peripheral yields were off highs
hit earlier with traders saying the European Central Bank’s
asset purchases had helped calm markets. — Reuters

Asian carmakers may 
slow investments in UK 
Trade and labor deals need to be renegotiated

Investors hide in top German debt 

MUNICH: (R-L) Gerhard Cromme, Chairman of the Supervisory Board of
Siemens, Ilse Aigner, Bavarian Minister for Economy, Joe Kaeser, CEO of the
German engineering giant Siemens and Ralf Thomas, CFO of Siemens, look up
during the opening ceremony of the new Siemens headquarters in Munich,
southern Germany, yesterday. — AFP


