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BEIJING: Chinese household debt has
risen at an “alarming” pace as property
values have soared, analysts say, raising
the risk that a real estate downturn could
send shockwaves through the world’s
second largest economy. Loose credit and
changing habits have rapidly transformed
the country’s famously loan-averse con-
sumers into enthusiastic borrowers.

Skyrocketing real estate prices in
major Chinese cities in recent years have
seen families’ wealth surge.  But at the
same time they have fuelled a historic
boom in mortgage lending, as buyers
race to get on the property ladder, or
invest to profit from the phenomenon.

Now the debt owed by households in
the world’s second largest economy has
surged from 28 percent of GDP to more
than 40 percent in the past five years.

“The notion that Chinese people do
not like to borrow is clearly outdated,” said
Chen Long of Gavekal Dragonomics. The

share of household loans to overall lend-
ing hit 67.5 percent in the third quarter of
2016, more than twice the share of the
year before.

But this surge has raised fears that a
sharp drop in property prices would
cause many new loans to go bad, causing
a domino effect on interest rates,
exchange rates and commodity prices
that “could turn out to be a global macro
event”, ANZ analysts said in a recent note.
While China’s household debt ratio is still
lower than advanced countries such as
the US (nearly 80 percent of GDP) and
Japan (more than 60 percent), it has
already exceeded that of emerging mar-
kets Brazil and India, and if it keeps grow-
ing at its current pace will hit 70 percent
of GDP in a few years.

The ruling Communist party has set a
target of 6.5 to 7 percent economic
growth for 2017, and the country is on
track to hit it thanks to a property frenzy

in major cities and a flood of easy credit. 
But keeping loans flowing at such a

pace creates such “substantial risks” that
it could be a “self-defeating strategy”,
Chen said.  

Transferring risks 
China’s total debt-including housing,

financial and government sector debt-hit
168.48 trillion yuan ($25 trillion) at the
end of last year, equivalent to 249 percent
of national GDP, according to estimates
by the Chinese Academy of Social
Sciences, a top government think tank.
China is seeking to restructure its econo-
my to make the spending power of its
nearly 1.4 billion people a key driver for
growth, instead of massive government
investment and cheap exports. But the
transition is proving painful as growth
rates sit at 25-year lows and key indicators
continue to come in below par, weighing
on the global outlook.

Authorities “desperate” to keep GDP
growth steady have turned to consumers
as a source of finance because “many of
the sources of capital through the banks
and corporations are essentially used up”,
Andrew Collier of Orient Capital Research
told AFP. Individuals have turned to pawn
shops, peer-to-peer networks and other
informal lenders to borrow cash against
assets such as cars, art or housing, he said,
to spend it on consumption. Banks are
also driving the phenomenon, Andrew
Polk of Medley Global Advisors told AFP.
“Banks have been pushing people to buy
houses because they need to make loans,”
he said, as corporate borrowing has dried
up. Combined with a rise in peer-to-peer
lending, with over 550 billion yuan bor-
rowed in the third quarter of 2016, the
risks of speculative investment have risen,
S&P Global Ratings said. 

Some analysts argue that China is well
positioned to manage these risks, and has

plenty of room to take on more leverage
as families still save twice as much as they
borrow, with some 58 trillion yuan in
household deposits, according to Oxford
Economics. 

“From an overall perspective, house-
hold debt remains in a safe range,” Li
Feng, assistant director of the Survey
and Research Center for China
Household Finance in Chengdu, told AFP,
adding that risks over the next three to
five years were modest. But Collier said
that credit-fuelled spending was a “risky
game”, because when capital flows slow,
property prices are likely to collapse, par-
ticularly in China’s smaller cities. That
could lead to defaults among property
developers, small banks, and even some
townships. 

“That will be the beginning of a crisis,”
he said. “How big this becomes is unclear
but it’s going to be a difficult time for
China.” — AFP

Surging homeowner loans in China raise alarms 

BEIJING: Profit growth in China’s industrial sector picked
up in October, aided by stronger sales and higher prices,
suggesting further strengthening of the world’s second-
largest economy, though  growth was skewed towards
high-polluting heavy industry. There has been widespread
speculation in China’s commodities futures market this
year, with coal prices hitting records in recent weeks, and
economists say growth driven by loose money policies
won’t last.

Indeed, a subdued property market is expected to drag
on growth in the first two quarters next year, as policymak-
ers introduce curbs to cool home prices, which could hit
profits of companies producing construction materials.

Profits in October rose 9.8 percent to 616.1 billion yuan
($89.1 billion), the National Bureau of Statistics (NBS) said
in a statement yesterday. Profits in September rose 7.7
percent.

Industrial profits rose 8.6 percent in the first 10 months
from the same period a year earlier, similar to an 8.4 per-
cent growth rate in the first nine months of the year. Profits
in the coal mining sector rose 112.9 percent for January-
October from the same period a year earlier while manu-
facturing profits rose 13.2 percent. “Although October
industrial profit growth picked up, the structure of growth
was not ideal,” NBS official He Ping said in a statement
accompanying the data.

“Profits in traditional raw material production increased
relatively quickly...while high technology and equipment
manufacturing profit growth slowed,” He said.

Profit growth was overly reliant on rising prices, and
industrial firms need organic improvement to see better
results, He added. Profits for iron and steel production and
processing companies rose 310.2 percent in January-
October.

China’s producer prices jumped more than expected in
October as prices of coal and other raw materials surged in
the midst of a supply crunch and a pick-up in the economy.
The producer price index is also expected to stay positive
in coming months.

Chinese industrial firms’ liabilities at the end of October

were 5.1 percent higher than at the same point last year
and rose slower than assets. The data covers large enter-
prises with annual revenues of more than 20 million yuan
from their main operations.

Profits at state firms rose 0.4 percent in the first 10
months of 2016 from a year earlier, marking the first

increase in year-to-date earnings for state-owned compa-
nies this year, the finance ministry said on Friday. China’s
industrial profits have rebounded strongly this year after
falling last year, boosted by a recovery in commodities
prices as supply tightened due to a capacity reduction
drive and an infrastructure boom. — Reuters

China’s industrial profits get 

boost from high prices, sales
Structure of growth not ideal: NBS official

BEIJING: This file photo taken on September 11, 2015 shows a Chinese flag flying near apartment buildings in
Beijing. Chinese household debt has risen at an “alarming” pace as property values have soared, analysts say, rais-
ing the risk that a real estate downturn could send shockwaves through the world’s second largest economy. — AFP

By Hayder Tawfik

It has been a couple
of years since the
Federal Reserve hint-

ed at the reversal of its
easy monetary policy. It
did raised rates back in
December of last year.
Since then the financial
markets got used to the
idea that the Federal
Reserve will  not be
aggressive in tightening its monetary policy.
Investors have priced in a lot less monetary tighten-
ing than was signaled by the Federal Reserve for the
future path of interest rates.

The surprise election of Donald Trump and the
aggressive sell off in global bonds are likely to affect
this divergence for two main reasons, and the mar-
ket reaction will depend on which of the reasons
will drive interest rates and the financial markets. 

Although the Federal Reserve had ample reasons
to tighten monetary policy but failed to do so.
Continues economic optimism at the Federal
Reserve, at times led to repeat downward revisions
in growth projections. Also, the clear diversion in
the opinions of some members of the Federal
Reserve committee, market participants and the
spillovers from international developments and
changes in the value of the dollar. Initial market
reaction to the result of the US presidential election
was the more credible one. Investors have decided
with their money rather than listen to the Federal
Reserve comments. The difference between what
the officials say or forecast and the financial market
forecast of future interest rates, could only be tested
in the coming months. 

Future reflationary
Economic environment mostly based on Donald

Trump’s new economic policies. This is something
the new president has to stick with or he would face
violent and markets turbulence soon. Investors are
anticipating new economic policies that are going
to double US economic growth. Also, the size of
budget that is targeted for infrastructure spending
and corporate tax cuts.

Donald Trump’s softer tune and pro economic
growth just after winning the election has boosted
market sentiment, leading to a surge in stocks and
setting a new record for the Dow Jones

Industrial Index. In response, and even though it
is still early days, some analysts already are inclined
to revise upward their economic projections for the
US, with beneficial spillover effects for the global
economy. It all depends on how Donald Trump car-
ries out his new policies. High expectations of
investors may not be the only factor leading to the
selloff in bonds, rally in stocks and a surge in US dol-
lar.  Some of Donald Trump’s new economic advisors
have already been questioning the effectiveness of
prolonged central bank monetary stimulus. These
come after some complaints were made during the
presidential campaign about the independence of
the Federal Reserve and its chairwomen Janet
Yellen. The new US administration led by Donald
Trump have to be very careful about any comments
or move that might destabilize the working of the
Federal Reserve and its committee. 

Questioning the independence of the Federal
Reserve might unnerve investors and could trigger
market concern about the whole operation and
policies of the US central bank. Such concerns will
not benefit the US economy or the global financial
market. Much higher bond yields would likely lead
to weaker stocks and a global economic slowdown. 

The end of easy 

monetary policies

LAGOS: I t ’s not Nigerian President
Muhammadu Buhari ’s fault that
Nigeria’s economy is inextricably tied to
the global price of oil, now half of its
2014 peak of over $100 per barrel.

But the president’s response to the
economic crisis has a growing number
of people concerned that he doesn’t
have what it takes to rescue Nigeria
from recession. Warning signs appeared
early. Buhari took six months after being
elected to name a finance minister, then
vowed not to “kill the naira” by devalu-
ing it, against expert advice and with
nefarious consequences.

His seemingly lackadaisical attitude
to the crashing economy spooked
investors who worried that he was
ignoring the crisis. Now critics are com-
ing from all sides. In October, Buhari’s
wife Aisha told the BBC that she may
not back him in the next election, sug-
gesting that his government had been
hijacked and he had lost control.

Buhari ’s response, that his wife
“belongs to my kitchen”, made Nigerians
cringe. But what he said next was, politi-
cally, more revealing. “It is not easy to
satisfy the whole Nigerian opposition
parties to participate in the govern-
ment,” Buhari said.

He can say that again. Over the past
month, the president has repeatedly
been stonewalled by lawmakers who
want the executive to be more transpar-
ent about his economic policies and
plans. 

Early this month, Nigeria’s Senate
rejected Buhari’s attempt to take on
almost $30 billion in external borrowing
to fund his record budget “due to lack of
documents” supporting his request.  The
Senate also “expressed surprise” at the
Nigerian Law Reform Commission, who
said it was considering jailing or fining
people for holding dollars in an uncon-
ventional strategy designed to address
a foreign currency shortage in the coun-
try. “ The measure is disruptive and
counterproductive, threatening to
undermine many of the reform efforts...
intended to boost investor confidence,”
the Senate said in a press statement
Monday.

‘Policy paralysis’ 
“The president is having difficulty

making any kind of legislative headway,”
John Ashbourne, economist at Capital

Economics, told AFP.  “It adds to the
sense that there’s policy paralysis and
when the economy is facing a difficult
time we need some action. We can’t get
that if Buhari isn’t able to negotiate.” 

Nigeria’s economy contracted in the
third quarter by 2.2 percent, with rebels
in the oil-producing southern swamp-
lands continuing to attack pipelines and
businesses struggling to access foreign
exchange.  “I think the recession is really
starting to hurt,” Razia Khan, Africa
economist at Standard Chartered Bank,
said. “With the current shortage of for-
eign exchange clearly having a detri-
mental effect on growth, there is little
evidence of any meaningful policy ini-
tiative that might be able to resolve
this,” Khan said. 

“There is a concern that there isn’t
enough momentum, not enough is
being done.” Ideally, Buhari’s expansion-
ary budget would have boosted
growth. But the fiscal stimulus isn’t
materializing. In October, the budget
ministry said it was facing unanticipat-
ed revenue shortfalls and that it had
spent only a little more than half of
what was allocated for 2016. Revenue
shortfalls will persist as long as mili-
tants continue sabotaging the oil and
gas infrastructure.  Today Nigeria’s oil
production is 1.6 million barrels per
day, down 22 percent from the same

period in 2015, with no signs the sabo-
tage will stop. 

‘Military ruler’ 
Talks with the militants in the south

have been unsuccessful so far.
“President Buhari and his government
have so far failed to hold constructive
talks with militants,” Rhidoy Rashid, oil
analyst at Energy Aspects, said in a
recent note. “The Nigerian military has
also continued its operations in the
Delta, inflaming tensions while failing to
disrupt the militants.”

Investors are rattled and want to see
a more concrete plan from Buhari’s gov-
ernment, said Manji Cheto, risk analyst
at Teneo Intelligence. “I believe he con-
tinues to act as if he’s a military ruler,
there is a perception that has under-
mined the ability of policy makers with-
in his government to take decisions,”
Cheto said.  “I genuinely think that he’s
pretty much run out of his goodwill.”
Some polls are already reflecting that
sentiment. Last year around this time,
Buhari enjoyed an 80 percent approval
rating, reported analysis firm BMI
Research. Compare that to this
September, when his approval rating hit
just 41 percent, with voters bearing the
brunt of 18 percent inflation, slow busi-
ness and sputtering electricity, the result
of lower oil and gas output. —AFP

KHARTOUM: Several public transport buses stayed off
the streets in Khartoum and many shops shut yesterday
in a mixed response to opposition calls for a nationwide
strike against fuel subsidy cuts.

The call for a three-day strike came after the authori-
ties announced a 30-percent hike in petrol and diesel
prices that has led to a sharp rise in the cost of other
goods, including medicines. Several key squares and
roads in Khartoum and its twin city of Omdurman were
deserted yesterday morning, the start of the working
week in the Muslim country, as many public transport
buses remained off the streets, AFP correspondents
reported. Schools in Khartoum were open but many par-
ents preferred to keep their children at home fearing
clashes between protesters and security forces. “My son’s
school urged parents to send only grown up boys. My
five-year-old son is at home,” Mohamed Khalid, a resident
of south Khartoum, told AFP. The capital’s squares were
free of the normal traffic jams, while many shops, cafes
and restaurants in downtown Khartoum and Omdurman
remained shut. “There are not many people on the roads,
which has impacted my business since I opened in the
morning,” said Ahmad Saleh, an owner of a grocery shop
in downtown Omdurman.

Restaurant owners said they had told their workers to
prepare less food, anticipating a drop in business. “There
is at least a 40-percent drop in business. My usual cus-
tomers are other shopkeepers and many of them have
closed their shops today,” said Ibrahim Mohamed, who
runs a restaurant in north Khartoum. “Some of my work-
ers have also not reported to work today.” However, state
employees turned up for work, transported by govern-
ment buses to their offices. The authorities are deter-
mined to avoid any repetition of 2013 unrest that was
sparked by a similar round of fuel subsidy cuts. It was sup-
pressed only by a deadly crackdown by security forces
that drew international condemnation. Rights groups say
that crackdown left about 200 people dead, while the
government put the death toll at less than 100.

Protests over high prices 
President Omar Al-Bashir’s regime has been forced to

progressively reduce fuel subsidies since 2011 when
South Sudan seceded and took with it nearly three-quar-
ters of the formerly united country’s oil reserves. The lat-
est fuel price hike coupled with a sharp fall in the
Sudanese pound has triggered sporadic protests.

Groups of protesters have staged rallies in Khartoum,
which have been swiftly dispersed by anti-riot police.
“Before the price rise we needed 30 pounds ($ 4.60) to
buy our daily vegetables,” said Fatima Ibrahim, a resident
of Khartoum. “Now we need 100 to 150 pounds to buy
the same amount of items. What will people do?”

Prices of medicines have shot up on the back of a slid-
ing pound on the black market.  The Sudanese pound has
dropped by more than 60 percent to the dollar in the past
six months. — AFP

CONCORD, NH: When it closed earlier this year, there was
much mourning over The Brick Store, the New Hampshire
landmark that claims to be one of the oldest continuously
operating general stores in the country.

No more fudge, penny candy, or smoked meats. No
more ambiance of a time gone by. But, a few months after
they bought the store at auction, Becky and Scott Mitchell
are gearing up for its reopening. They’ve had a few set-
backs this fall, but vow to open soon. “To us it was just part
of the lineage up here,” Becky Mitchell said. “We didn’t real-
ize how people would stop all summer long, the tour bus-
es, would come from just all over.” 

The store in the northern town of Bath, a few miles
from the Vermont border, is thought to have been built in
the early 1800s and rebuilt after a fire in 1824. It’s served
as a post office, gathering place and presidential cam-
paign stop. The late singer Patti Page, who lived part of
the year in Bath, sold bottles of maple syrup at the store
that when you uncapped the bottle, one of her songs
played. In 1985, the store was named to the National
Register of Historic Places. 

But early this year, its longtime owners said on
Facebook, “We have nothing left to give ... financially, emo-
tionally, or physically.” The Mitchells felt they had to save it
when it went up for auction in July. — AP

As Nigeria’s recession takes 

hold, Buhari’s shine wanes

ADDIS ABABA: This file photo taken on January 29, 2016 shows Nigerian
President Muhammadu Buhari attending the African Union (AU) Peace and
Security Council in Addis Ababa. It’s not Nigerian President Muhammadu
Buhari’s fault that Nigeria’s economy is inextricably tied to the global price
of oil, now half of its 2014 peak of over $100 per barrel. — AFP

Strike over fuel 

subsidies quieten 

Khartoum streets

New owners plan 

to bring closed 

store back to life


