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KIGALI: Hammered by plunging commodity prices,
Africa’s political and business leaders meet for three
days from today to discuss diversification and entering
the digital economy to kickstart growth.

The World Economic Forum on Africa opens in the
Rwandan capital Kigali on the heels of its bigger avatar
in the chic Swiss resort of Davos which stressed the
need to shift to the digital era. “This is an opportunity
for us also to consider what this means in the context
of Africa, with ongoing opportunities and challenges,”
said Elsie Kanza, WEF’s Africa head.

Africa, the world’s poorest continent, is a major
source of raw materials for more developed economies,
including China which has tapped its resources to pow-
er its economic juggernaut.

“The key question here is what are the new indus-
tries that can be created by Africans?” Kanza said. Sub-

Saharan Africa has been hit by slower growth partly
caused by plummeting commodity prices. Growth is
predicted to fall to around three percent in 2016, the
lowest in nearly two decades.

Among the most affected countries are oil produc-
ing giants such as Angola and Nigeria and mineral-rich
Democratic Republic of Congo and Zambia. But
according to the International Monetary Fund (IMF),
Ivory Coast, Kenya and Senegal were among the
nations recording strong growth above five percent,
benefiting from cheaper oil, infrastructure investment
and consumer demand.

The so-called ‘digital era’ has been dubbed the
Fourth Industrial Revolution by WEF founder and head
Klaus Schwab who wrote a book on the theme and
spoke of an age of artificial intelligence, 3D printing,
self-driving cars, genetic editing and other sweeping

changes. Schwab’s book says the new technologies will
affect all disciplines, economies and industries and
argues that the world must gear up to meet the chal-
lenge. But for Africa, this will be an uphill struggle
against woefully inadequate infrastructure, poor power
supply and weak internet penetration.

Huge challenges 
“You can’t just become a high-tech hub without the

fibre-optic cables, without sufficient power supply, and
that is what is critical for a number of African
economies that are looking to transform,” said Natznet
Tesfay, an analyst at advisory firm IHS Country Risk.

“If anything, the low commodity price environment
just shows the greater need for Africa to transform its
54 markets to facilitate more industrial growth,” Tesfay
said. Another pressing issue for Africa is developing the

need to thrive in a digital age. According to  experts,
this will take time. “I believe there will be an adjustment
period, a lot of investors were in Africa for raw materi-
als,” said Roger Nord, deputy director for Africa at the
IMF. Rwandan Finance Minister Claver Gatete said his
country wants to become a “knowledge-based econo-
my.” “As a country that doesn’t have much natural
resources, as a country that is landlocked we believe
that IT can become something that is going to become
very, very useful in terms of driving the economy.”

Some countries have already begun to diversify,
including Ivory Coast, the world’s top cocoa producer
which recently opened its first cocoa processing plant.
The theme of the 26th WEF for Africa is “Connecting
Africa’s Resources through Digital Transformation” and
is expected to draw more than 1,200 participants,
including at least 10 heads of state. — AFP

Africa eyes digital age to revive growth

ANHUI: A customer selects green soy beans at a market in Fuyang, in eastern China’s Anhui province yesterday. Chinese producer prices declined
at their slowest rate in 16 months in April, official data showed yesterday, a positive sign for the world’s second-largest economy. —AFP

FRANKFURT: The European Central Bank has
asked large eurozone banks to detail how they
are preparing for a British exit from the EU,
including how they would deal with the shock to
markets and any changes they would have to
make to their business models.

The ECB, which supervises the 129 eurozone
banks it deems most systemically important, has
sent letters to banks with a large exposure to
Britain, according to several people familiar with
the matter. The watchdog is taking stock of what
specific exposure banks have to Britain and what
contingency plans they have drawn up to pre-
pare for all possible scenarios. “ECB Banking
Supervision is engaging with the relevant banks
to ensure they are adequately assessing the risks
and are prepared for all possible outcomes,” an
ECB spokesman said. Britain is the world’s fifth-
biggest economy, and the EU’s second largest.
Many eurozone banks have large operations in
London, home to the world’s biggest foreign
exchange market and a major global investment

banking hub. A source at a large German bank
said the ECB had asked about its exposure to
sterling, as well as its wider exposure to Britain in
its fixed income, equities and loans portfolios.

“They also questioned us about how a Brexit
may affect our business model,” the person said.
The source added that his bank saw only negligi-
ble Brexit-related impact and had so far taken no
specific action beyond making sure trading
desks would be able to handle the high volatility
expected on June 24 - the day after Britain’s ref-
erendum on EU membership.

HEDGING
The ECB is able to be more open in asking

banks about preparations for a possible Brexit
than it could be on the prospect of Greece leav-
ing the euro zone, given Britain is not a member
of that bloc. During the Greek debt crisis the
central bank played down having a contingency
plan for a ‘Grexit’, mindful of the political implica-
tions this would have on the currency union.

Ralph Hamers, chief executive of Dutch lender
ING said yesterday that the ECB had been in
touch with his bank over the Brexit issue. He said
a British exit would not necessarily lead to a
review of its London-based financial markets
and structured finance business - although if it
caused other banks to move some trade out of
Britain, ING might have to follow.

“But if the larger banks in the markets would
move and with that the flow in the markets
would move, we would move as well, clearly,” he
said during a results news conference. People
involved in Brexit preparations at some other
German banks said issues like export-import
financing and loans to British companies or
German firms with a large UK business were also
part of the discussions with the ECB.

Nils Beier, head of banking at consultant
Accenture, who has had many discussions with
banks about Brexit, said that most were vetting
and hedging their positions to make sure they
avoided trading losses. — Reuters

ECB asks eurozone banks to 
detail Brexit preparations
Exposure to sterling, stock markets being gauged

NEW YORK: The profit recession that has
weighed on large-cap stocks on Wall Street for
the past three quarters may be loosening its grip
as US companies allow a hint of blue sky to poke
through the gloom. As companies share their
expectations for coming months, the proportion
of raised forecasts to those that are lowered is
the healthiest it has been since 2011, according
to Thomson Reuters data.

Technology and healthcare sectors are lead-
ing the way with forecasts that are even rosier
than those of most analysts, including from
Adobe Stryker and Baxter International. But
they are not alone. Moreover, some companies
like Pfizer, which last week raised its full-year
forecasts, are citing a benefit from the dollar.
When it was rising, the dollar had been among
the biggest profit drags for US multinationals in
recent quarters. There have been some big
negatives, however, most notably Apple Inc,
whose weaker-than-expected sales forecast
was particularly worrying because of its poten-
tial impact on the market. Apple is the largest
component of the S&P 500.

But overall, companies are bolstering ana-
lysts’ view that the first quarter, on track for a 5.5
percent decline in S&P 500 earnings, will prove
to be the bottom of the current earnings reces-
sion. “We think people are too bearish on earn-
ings, and we’re much closer to the end of the
profit recession than to the beginning,” said
Richard Bernstein, chief executive and chief
investment officer of Richard Bernstein Advisors
in New York. “It doesn’t mean profits are going
to be booming ... but it’s better than it was, and
why you’re seeing some of the rotation into
more cyclical stocks now.”

For instance, the S&P energy sector, last year’s
worst-performing group, is up 7.4 percent for the
year so far. Analysts are still expecting a 3.3-per-
cent decline in second-quarter S&P 500 earnings.
But that would mark an improvement from the

previous quarter and would reverse the deterio-
ration in earnings that began in the third quarter
of 2015. The so-called earnings recession - at
least three quarters of declining earnings from a
year earlier - has made stocks more expensive.
The S&P 500 index is trading at about 16.7 times
its components’ estimated earnings over the next
12 months, above the long-term average of
about 15. Bullish investors have hoped a pick-up
in profits would make prices more attractive.

To be sure, most companies’ forecasts for the
second quarter are below analysts’ expectations,

which is typical and sets the bar low to make it
easier to beat expectations. For the second quar-
ter so far, 44 forecasts have come in below ana-
lysts’ expectations, while 21 have come in above,
a negative-to-positive guidance ratio of 2.1 to 1.
That ratio for the first quarter was at 4.7 to 1 at a
comparable point in the earnings reporting sea-
son, Thomson Reuters data shows. The weaken-
ing dollar and recovering oil prices should help
forecasts a lot, said Brad McMillan, chief invest-
ment officer for Commonwealth Financial in
Waltham, Massachusetts.  — Reuters

US companies brighten 
their earnings outlook

JAKARTA: Indonesian jobseekers line up to register on a company list during a job exhibition
in Jakarta yesterday. Indonesia’s unemployment rate dropped to 5.50 percent in the first quar-
ter of 2016, down from 6.18 percent in the third quarter of 2015, according to a report by the
country’s Central Agency on Statistics. — AFP

BEIJING: Chinese producer prices declined
at their slowest rate in 16 months in April,
official data showed yesterday, a positive
sign for the world’s second-largest econo-
my. The producer price index (PPI), which
measures prices of goods at the factory
gate and is a leading indicator of consumer
inflation, fell by 3.4 percent from a year
ago, the National Bureau of Statistics (NBS)
said in a statement. The figure was ahead of
the median estimate of a 3.7 percent
decline in a Bloomberg News survey of
economists, and the indicator’s best per-
formance since December 2014.

Moderate inflation can be a boon to
consumption as it pushes buyers to act
before prices go up, while falling prices
encourage shoppers to delay purchases
and companies to put off investment, both
of which can hurt growth.

The “significant moderation” of the PPI
falls was largely due to rising commodity
prices and higher production driven by
infrastructure investment, Nomura analysts
said in a note, adding: “PPI deflation may
continue to narrow.”

China’s economy, a vital driver of glob-
al expansion, grew 6.9 percent last year,
the slowest in a quarter of a century.
Producer prices in the Asian giant have
been falling for years, and low consumer
inflation had stoked fears of deflation
until recently. The consumer price index
rose 2.3 percent year-on-year in April, the
NBS said in a separate statement, in line
with expectations and the same figure as
the previous two months.

The figures may bring some cheer to the
Chinese economy, which is grappling with
slowing growth, huge overcapacity and
mounting debt problems. Month-on-
month, the PPI increased by 0.7 percent,
the second rise in a row. NBS analyst Yu
Qiumei said in a statement: “Price increases
in some industrial sectors accelerated”,
including in natural resource extraction.

Beijing is seeking to retool China’s econ-
omy away from the investment- and
export-led growth of the past to one more
driven by consumer demand. It is also try-
ing to reform lumbering, loss-making state-
owned enterprises to make the sector
more efficient. But the transition is proving
bumpy, raising fears of a hard landing, and
global markets have been alarmed by slow-
ing expansion.

The government has been loosening
monetary policies since late 2014 and more
recently has been stepping up investment,
but growth in the first three months of the
year still slid to 6.7 percent.

A source identified only as an “authorita-
tive person” was on Monday quoted by the
People’s Daily, the Communist Party ’s
mouthpiece, as saying that China was likely
to have an “L-shaped” growth pattern, sug-
gesting it will remain flat rather than rising
in a U- or V-shape. The “L-shaped” economy
“will not end in one or two years” due to
entrenched sluggish demand and overca-
pacity, the interviewee said, in a prominent
article that started on the front of the
broadsheet paper and took up the entirety
of page two. “Unlike what was the case in
the past, economic growth will not contin-
ue to pick up and post high rates for several
consecutive years once it rebounds,” said
the source. The government must wean the
economy from reliance on credit, said the
article, warning of a possible financial crisis
and adding: “High leverage is the original
sin and the origin of high financial risks.”
The comments have led some analysts to
caution that the current boost in invest-
ment growth, which is fuelled by debt, may
be short-lived.

Shen Jianguang, a Hong Kong-based
analyst with Mizuho Securities, said in a
report yesterday: “The bottom line is that
there appears to be sharp disagreement
among top policy makers on future policy
direction in China.” — AFP

China producer prices 
decline in April

MANILA: A Filipino carries buckets with groceries in suburban Manila yesterday a
day after the country went to the polls in the presidential election. — AFP

KIEV: An International Monetary Fund
team arrived in Kiev yesterday after the
formation of a new Ukrainian govern-
ment resolved a prolonged political crisis
that had stalled the release of vital aid.

The mission’s visit was long awaited in
the cash-strapped former Soviet country
as it grapples with the costs of a two-year
conflict in the pro-Russian separatist east
and attempts to dig out of a dramatic
economic swoon. The Fund approved a
new $17.5-billion (15.4-billion-euro) loan
program in March 2015 that included an
initial lump payment of $5 billion and
provided for the subsequent release of
$1.7 billion every three months.

But Ukraine has so far only received
$6.7 billion and seen no new disburse-
ments since the second half of last year.
The IMF has been frustrated by the slow
adoption of painful belt-tightening
measures that were being resisted by
populist parties and damaged the
approval ratings of leaders who rose to
power in the wake of Ukraine’s February
2014 pro-EU revolt. Political mayhem
spurred by allegations of state-level cor-
ruption and the influence of powerful
tycoons over key decisions and appoint-
ments also put the breaks on the
resumption of lending.

That conflict was settled when prime
minister Arseniy Yatsenyuk submitted his
resignation and was replaced by
Volodymyr Groysman in April. The protege

of pro-Western President Petro Poroshenko
has since vowed to keep strictly to the
measures prescribed by the IMF. Groysman
last month crucially met one of the Fund’s
key demands by pushing through parlia-
ment legislation that nearly doubled aver-
age household gas tariffs-an unpopular
reversal of the Soviet-era practise of spend-
ing vast sums on state subsidies.

But the government overhaul also
cost US-born finance minister Natalie
Jaresko her job. The former State
Department worker and private banker
was highly regarded in Western financial
circles and seen as a key interlocutor in
talks with the Fund. Her replacement
Oleksandr Danylyuk, a relatively
unknown figure outside Ukraine, previ-
ously served as the deputy head of
Poroshenko’s administration.

The Fund said in a statement issued
before the team’s arrival that the “mission
will continue policy discussions with the
Ukrainian authorities” but gave no hint
about the possible release of further aid.
Deputy Prime Minister Stepan Kubiv said
last month that he expected the Fund to
approve a new tranche payment by June.

A resumption of IMF lending would
also trigger the release of billions of dollars
of other foreign aid. The IMF last month
lowered Ukraine’s 2016 economic growth
forecast to 1.5 percent from 2.0 percent.
Ukraine’s economy shrank by 9.9 percent
last year and 6.8 percent in 2014. — AFP

IMF team arrives in Ukraine 
to check on new government


