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SHANGHAI: After five years of falling revenue, forecourts
overcrowded with unsold machinery and idle factories,
China’s push to build a modern day Silk Road is fuelling a
recovery for the country’s heavy equipment industry,
according to executives from many companies gathered
in Shanghai this week. Construction equipment makers - a
proxy for China’s infrastructure, resources and construc-
tion sectors - suffered a plunge in sales after 2011, as com-
modity prices collapsed. Industry sales in China peaked
that year at $35 billion, according to consultancy Off-
Highway Research; and this year, they are estimated at $9
billion - the worst sales level in more than a decade.

But speaking at a crowded biennial industry show this
week, executives from machinery makers said that in the
third quarter of this year there were finally signs of life.
They now expect growth next year for the first time since
2011, as a glut of used equipment ages, the industry
works through accumulated inventory and companies
benefit from ambitious government projects.

Overall demand for excavators in China jumped by 50
percent in September, while sales of earth-moving and
road-making machinery, a major beneficiary of the Silk
Road effort, turned positive after five years of losses,
according to Off-Highway.

“We’ve seen fairly significant signs of bottoming and
turning around,” said David Beatenbough, a vice-presi-
dent of Guangxi LiuGong Machinery Co Ltd, one of China’s
largest construction machinery manufacturers, where he
overseas research and development.

“We’re seeing quite a bit in rail, some in roads... and a
little bit in traditional real estate,” he said. China has esti-
mated the Silk Road initiative, known as ‘One Belt, One
Road’, could add $2.5 trillion to China’s trade in the next
decade, making it critical to the post-financial crisis turn-
around - and the benefits will go well beyond machine
makers. Chinese President Xi Jinping’s initiative, includes a
drive for an integrated economic area through Central
Asia, West Asia, the Middle East and Europe, based on new
infrastructure - such as roads and railways, and increased
trade links. Official data has shown broader signs of stabi-
lization in the China’s economy, driven by billions of dol-
lars in government spending and a property boom in
major cities, even as private investment and exports
remain stubbornly weak. Beijing, which is seeking to cush-
ion the impact of the country’s slowest growth in 25 years,
has accelerated approvals, sent officials to probe stalled
projects and encouraged private investors to play a bigger
role in infrastructure building.

Earlier this month, the country’s top economic planner
said it had approved 2.97 trillion yuan ($429.3 billion)
worth of projects in the first ten months of the year, 2.9
percent higher than the amount approved over the same
period last year.

REVVING UP
Infrastructure spending is entering a growth phase

globally, led by the ambitious plans to rebuild the United
States under President-elect Donald Trump and including
Britain, which on Thursday freed up an extra 23 billion
pounds ($28.6 billion) to invest in rail, telecoms and hous-
ing infrastructure - all good news for machinery makers.

It is still early days in the recovery. For example, US heavy
equipment maker Caterpillar did not have booths at the
Shanghai show this year - a contrast with 2012, when it
filled a hall with a 12,000-square-metre display. But after
one of the grimmest years in decades, other signs are rosier.
Beyond Shanghai, John Deere, Japan’s Komatsu and others
have given cautiously positive outlooks in recent weeks.
And Caterpillar itself last week reported a third consecutive
month of sales growth in Asia, driven by China, and said it
sees growth ahead in 2017 - if Chinese government support
for projects continues. Most see growth in other parts of
Asia too, as Chinese construction firms go into southeast
Asia or Pakistan. A weak yuan - it has fallen 6 percent
against the dollar so far this year - will also make Chinese
companies more competitive internationally. “Business con-
fidence is coming back... and (firms) are starting to see some
good results,” Karin Sun, Beijing-based senior consultant at
Off-Highway Research, said in reference to China. Chen
Dewei, vice-general manager of excavator and wheel loader
maker Fujian Jingong Machinery in southern China, said his
company has been able to trim inventories to what he
called a “reasonable” level. —Reuters

BERLIN: Pilots at Lufthansa threatened
yesterday to extend their latest strike in
a long-running pay dispute with the
German airline, raising pressure on man-
agement and leaving passengers fearing
fresh disruption. The walkout - the 14th
since early 2014 - began on Wednesday
and has already grounded some 2,600
planes and affected more than 315,000
passengers. Lufthansa has said the dis-
ruption has started to hit medium-term
bookings.

The airline said it would cancel a fur-
ther 137 flights on Saturday, around 5
percent of its schedule, including 88
intercontinental flights. Some short- and
medium-haul flights would also be
affected, it said. Lufthansa urged the
union to enter arbitration but the union
said it wants to see a better offer first.
“As things stand at present, we will have
to keep striking as there is no basis for
negotiations or arbitration with
Lufthansa at the moment,” said Joerg
Handwerg, board member at the
Vereinigung Cockpit (VC) pilots’ union.

The union wants an average annual
pay increase of 3.7 percent for 5,400
pilots in Germany over a five-year period
from 2012. Lufthansa has offered 2.5
percent over six years to 2019. Lufthansa
Chief Executive Carsten Spohr has said
the carrier’s future would be on the line
if pilots’ wages were raised to the level
demanded. Lufthansa says it has to cut
costs to compete with leaner rivals such
as Ryanair on short-haul routes and
Emirates on long-haul flights, despite
making a record profit in 2015.
Lufthansa pilots are well paid by indus-
try standards. A pilot at Lufthansa earns
on average 180,000 euros ($190,000) a
year before tax, though a captain on the
highest pay level can earn as much as
22,000 euros a month before tax.

LONG-TERM DAMAGE?
Passengers at Frankfurt airport yes-

terday were running out of patience.
“It’s not pleasant,” said Lufthansa pas-
senger Dieter Eidt who was booked on a
flight to Rome and faced a lengthy
delay. “I believe that they are demand-
ing something that can’t be fulfilled and
which is unjustified,” Eidt said of the
pilots. Senior conservative lawmaker
Michael Fuchs has called for forced
mediation to end the dispute. “It can’t
be that hundreds of thousands are tak-
en hostage for the interest of a small
majority,” he said, adding the walkout
risked damaging German business.

The economy ministry said it was up
to management and the union to find a
solution. Shares in Lufthansa, down
more than 13 percent this year, traded
0.6 percent lower yesterday as investors
fretted over the prospect of stoppages

dragging on. Ruxandra Haradau-Doeser,
an aviation analyst at Kepler Chevreux,
said Lufthansa’s profit target of 1.8 bil-
lion euros ($1.9 billion) for 2016 could
be at risk if the strike lasts throughout
the whole of next week.

However, she added that investors
expected Spohr to stand firm. “Investors
trusted him on this. He is in a difficult
position. If he were to yield, in my opin-
ion he would lose the trust of investors
and the market,” she said. Pilot strikes in
2014 cost Lufthansa 222 million euros,
roughly 21 million euros per day,
according to the IW Cologne Institute
for Economic Research. 

In 2015, walkouts by pilots and cabin
crew cost it 231 million euros, around 30
million per day. The airline has since
agreed deals with the main unions rep-
resenting ground staff and cabin crew in
Germany. — Reuters

JOHANNESBURG: South Africa braced
for a potentially damaging credit rating
review yesterday as Moody’s releases its
latest assessment amid political tension,
reform blockages and weak economic
data. President Jacob Zuma has been
engulfed by graft scandals and a power
struggle with Finance Minister Pravin

Gordhan, while growth has fallen to 0.5
percent and unemployment hit a 13-
year high.

Moody’s was expected to issue its
updated grading later, before Standard
& Poor’s makes its key announcement a
week later on December 2. S&P currently
has South Africa-the continent’s most

developed economy-rated at the lowest
investment grade, and a downgrade
would put the country’s bonds into so-
called “junk” status. Moody’s currently
rates South Africa two levels above junk.
Any downward review would further
drain investor confidence in the coun-
try’s prospects under Zuma and the ANC
party, which has ruled since the end of
apartheid.

“We are politicizing downgrading.
That is our problem,” the president told
parliament this week. “We have been
working hard... and we are talking to
them (rating agencies).” Efforts to avoid
junk status have been at the centre of
political drama for months, with Zuma
loyalists at loggerheads with Gordhan,
who is widely respected among interna-
tional investors. 

“Zuma has focused on removing
Gordhan and maintaining his grip on
power, while Gordhan (has) been work-
ing very hard to avert a ratings down-
grade,” the Eurasia consultancy group
said in briefing note. —AFP

Lufthansa pilots threaten 
to extend strike over pay

Airline cancels 2,800 flights over four days

DUESSELDORF: Flight passengers walk past an information sign with the logo
of German airline Lufthansa yesterday at the airport in Duesseldorf, western
Germany. — AFP
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JOHANNESBURG: This file photo taken on March 20, 2015 shows people from a
school group looking at an electronic screen with stock index figures at the
Johannesburg Stock Exchange (JSE). South Africa braced for a potentially dam-
aging credit rating review yesterday as Moody’s releases its latest assessment
amid political tension, reform blockages and weak economic data. — AFP


