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BEIJING: Chinese banks extended 1.22
trillion yuan ($181 billion) in new loans
in September, well above expectations
and capping a record nine-month lend-
ing spree despite growing concerns
about the risks from the country’s bal-
looning debt. Much of the loan growth
in recent months has been driven by a
rapid rise in home mortgages, as China’s
sizzling housing market drives a buying
frenzy that authorities are now trying to
clamp down on without triggering a
price collapse.

China’s credit growth has been “very
fast” by global standards, and without a
comprehensive strategy to tackle the
debt overhang there is a growing risk it
will have a banking crisis or sharply slow-
er growth or both, the International
Monetary Fund said in a working paper
last week.

Analysts polled by Reuters had
expected new lending to increase mod-
estly to 1 trillion yuan in September,
after more than doubling in August to
948.7 billion yuan. Loans over the first
nine months of the year were a record
10.16 trillion yuan ($1.51 trillion), accord-
ing to central bank data on Tuesday.

In September alone, new housing
loans to individuals totalled 475.9 billion
yuan, some 76 percent higher than the
same period last year, Ruan Jianhong, a
central bank official said in a news
release.

Personal mortgages accounted for 39

percent of all new lending last month,
based on Reuters calculations using cen-
tral bank data.

CREDIT GROWTH
In a further sign that authorities are

keeping the system awash with money to
support economic growth, broad M2
money supply grew 11.5 percent in
September from a year earlier, slightly
below forecasts but up from August’s 11.4
percent rise. Outstanding yuan loans grew
13 percent by end-September on an
annual basis. Outstanding loans had been
forecast to rise 12.9 percent, while money
supply was seen up 11.6 percent.

China’s debt has soared to 250 percent
of GDP and the Bank for International
Settlements (BIS) warned in September
that a banking crisis was looming in the
next three years. “Credit booms, even
stealth mini ones, have a stair-step effect
on the credit-to-GDP ratio, which at 250
percent China can ill afford,” Tim Condon,
ING’s chief Asia economist, wrote in a
recent note.

However, Condon believes the recent
credit boom driven by lending for govern-
ment debt swaps has already peaked. For
similar reasons, Capital Economics also
believes credit growth has been easing in
recent months, while acknowledging that
it remains rapid compared with a few
years ago.

Strong lending has also been driven by
Beijing’s push to have local governments

participate in debt swaps, which are
aimed at reducing their interest payments
and freeing up more money for economic
development at the municipal level.

“It will take time for this more cautious
policy stance to impact economic growth,”
said Capital Economics’ China economist
Julian Evans-Pritchard said in a note.

“Indeed, in coming months the econo-
my may continue to propped up by earlier
policy easing. However, a slower expan-
sion in credit is likely to prove a major
headwind to growth next year.”

Total social financing (TSF), a broad
measure of credit and liquidity in the
economy, rose to 1.72 trillion yuan in
September from 1.47 trillion yuan in
August. TSF includes off-balance sheet
forms of financing that exist outside the
conventional bank lending system, such
as initial public offers, loans from trust
companies and bond sales.

M1 money supply, which includes cash
and short-term deposits, rose 24.7 percent
in September from a year earlier, versus
August’s 25.3 percent rise. A widening gap
between M1 and M2 growth has fuelled
concerns about a “liquidity trap” in the
economy where companies remain wary
of investing regardless of how much stim-
ulus policymakers pump into the system.

Central bank Governor Zhou
Xiaochuan said earlier this month that
risks in China’s banking system are con-
trollable even as bad loans increase. But
growing risks of a property bubble have

reinforced expectations that the central
bank will be in no rush to ease policy soon
by cutting interest rates or banks’ reserve
requirements (RRR) further.

“Although we expect economic growth
to slow again in the fourth quarter, the
(property) tightening measures taken by
local governments suggest that short-
term policy is now focused on reining-in

the surge in home prices rather than
boosting growth,” analysts at Nomura said
in a note.

“Against this backdrop, room for the
PBOC to further cut interest rates or the
RRR this year is limited. As such, we
remove our call for one more interest rate
cut and one more RRR cut through the
rest of this year.” —Reuters

China Sept new yuan loans surge to 1.22tn yuan

SANYA: In this picture taken on October 12, 2016, workers weld pieces of
metal in a shop in Sanya. China’s growth slipped to a seven-year low of
6.6 percent in the third quarter, according to an AFP survey, despite
ample stimulus and a red-hot property market in the world’s second-
largest economy. —AFP

WASHINGTON: US consumer prices recorded
their biggest gain in five months in September
as the cost of gasoline and rents surged, point-
ing to a steady build-up of inflation that could
keep the Federal Reserve on track to raise inter-
est rates in December.

The Labor Department said yesterday its
Consumer Price Index increased 0.3 percent last
month after rising 0.2 percent in August. In the
12 months through September, the CPI acceler-
ated 1.5 percent, the biggest year-on-year
increase since October 2014. The CPI rose 1.1
percent in the year to August. “Today’s inflation
data are not hot enough to put a rate hike up on
the table next month, but it is also true the
economy is strong enough to generate some
inflation pressures,” said Chris Rupkey, chief
economist at MUFG Union Bank in New York.

Last month’s increase in the CPI was in line
with economists’ expectations. But underlying
inflation showed signs of moderating amid a
slowdown in the pace of increases in healthcare
costs after recent robust gains. The so-called
core CPI, which strips out food and energy costs,
gained 0.1 percent last month after climbing 0.3
percent in August. That slowed the year-on-year
increase in the core CPI to 2.2 percent following

a 2.3 percent rise in August.
The dollar extended losses after the data,

while Treasury prices turned higher. The retreat
in the monthly core CPI reading will probably do
little to change the view that the Fed will raise
interest rates at its December meeting. The US
central bank has a 2 percent inflation target and
tracks an inflation measure which is hovering at
1.7 percent.  The Fed lifted its short-term interest
rate last December and has held it steady since
because of persistently low inflation.

Last month, gasoline prices jumped 5.8 per-
cent after falling 0.9 percent in August. Gasoline
accounted for more than half of the increase in
the CPI last month. Americans also paid more for
electricity, with prices posting their biggest gain
since December 2014. Households, however, got
some relief from food prices, which were
unchanged for a third straight month. The cost
of food consumed at home declined for a fifth
straight month.

Within the core CPI basket, housing costs rose
further in September. Owners’ equivalent rent of
primary residence increased 0.4 percent, the
largest gain since October 2006, after rising 0.3
percent in August. Medical care costs rose 0.2
percent last month after surging 1.0 percent in

August. The cost of hospital services was
unchanged, while prices for prescription medi-
cine rose 0.8 percent.

The government revised prices for prescrip-
tion drugs from May through August this year as
incorrect data had been used to calculate price
changes. Prescription medicine accounts for
about 1.4 percent of the CPI basket. 

Meanwhile, US homebuilders’ confidence
eased this month after surging to the highest
level in nearly a year in September. Even so,
builders remain optimistic overall about sales
growth in months ahead, a reflection of how
steady job gains are leading more Americans to
buy newly built homes. The National Association
of Home Builders/Wells Fargo builder sentiment
index released yesterday fell two points this
month to 63 following a reading of 65 in
September.

Readings above 50 indicate more builders
view sales conditions as good rather than poor.
The index has held above 60 the past two
months after hovering at 58 earlier this year.
Builders’ view of current sales and a gauge of
traffic by prospective buyers declined. Their out-
look for sales over the next six months
increased. —Agencies

Rising gasoline and rents 
push US inflation higher 

Homebuilder sentiment rises in October

The headquarters of investment banking and securities firm Goldman Sachs
in lower Manhattan, in New York. —AFP

NEW YORK: Goldman Sachs Group Inc
reported much bigger profits yesterday
than Wall Street had been expecting,
helped by a substantial rebound in bond
trading.

Goldman, the fifth-largest US bank by
assets, has historically been more reliant
on bond trading than its peers, but the
business has been suffering for years from
weak volumes and costly financial reform
rules. However, the third quarter was a
good one for bond trading revenue across
Wall Street, thanks to Britain’s surprise
vote to quit the European Union and
uncertainty about monetary policy in the
United States and elsewhere. Goldman
joined JPMorgan Chase & Co, Citigroup Inc
and Bank of America Corp in reporting
stronger results from the business.

Goldman’s  revenue f rom trading
fixed-income securities, commodities
and currencies jumped 34 percent, to
$1.96 billion, from the third quarter of
2015. It was the biggest contributor to
overal l  net  revenue,  which was a lso
helped by big gains in Goldman’s invest-
ing and lending business.

The bank generated $2.1 billion in net
income for common shareholders, up 58
percent from the year-earlier period. It
was the bank’s second straight rise in
quarterly profit after four quarters of
decline. Earnings per share rose to $4.88
from $2.90,  par tly because Goldman
bought back roughly 22 million of its own
shares over that time. Analysts on average
had expected earnings of $3.82 per share,
according to Thomson Reuters I/B/E/S.

Chief Executive Lloyd Blankfein
described it as “solid performance” across
Goldman’s franchise. Goldman’s shares,
which have fallen 6.2 percent this year,

were up 1.9 percent at $172.21 in early
trading. Its chief rival, Morgan Stanley, is
due to report results today, wrapping up
what has been a better-than-expected
reporting period for big US banks. In addi-
tion to revenue gains,  Goldman was
helped by keeping a lid on costs. The bank
launched an efficiency program earlier
this year, with the goal of reducing annual
expenses by $700 million.

Operating expenses rose 10 percent
compared to a 19 percent rise in revenue,
and staff levels were down 5 percent over
the year-earlier period. Goldman’s return-
on-equity - a closely watched measure of
how well a bank uses shareholder money
to generate profit - was 11.2 percent in
the quarter. Those returns have been
weighed down by higher capital require-
ments imposed following the 2007-2009
financial crisis. Analysts and investors
generally expect big banks to produce
returns of at least 10 percent to meet
their basic cost of capital.

Revenue from investments and loans
Goldman makes with its own balance
sheet more than doubled, to $1.4 billion.
The bank attributed the rise to higher
stock market values.

Investment banking revenue, which
includes income from advising on merg-
ers and acquisitions as well as underwrit-
ing bond and share offerings, fell 1.2 per-
cent to $1.54 billion. Goldman topped all
banks globally in M&A fees in the quarter,
a  s low one for  deals,  but  trai led
JPMorgan in revenue from underwriting
bond and equity offerings, according to
Thomson Reuters data. Its investment
management division generated revenue
of $1.49 billion, up 4 percent from the
year-ago period. —Reuters

Goldman Sachs profit 
beats expectations

LONDON: British inflation recorded its biggest
jump in two years last month, setting the tone
for a steep rise in prices over the coming year
as sterling’s post-Brexit plunge squeezes
household finances. Annual consumer price
inflation rose to 1.0 percent in September from
0.6 percent in August - a leap not seen since
June 2014, official figures showed yesterday.
The rate of inflation was its highest since
November that year.

There was no direct evidence that sterling’s
near 20 percent slide against the US dollar
since the referendum decision to leave the
European Union was the driver of September’s
price jump, the Office for National Statistics
said. But economists said it would be a grow-
ing factor in the months ahead as the weaker
pound pushes up the cost of imports. “With
wage growth more or less steady, the rise in
inflation over the last year has already taken
about a percentage point off real income
growth,” HSBC economist Liz Martins said.

More price rises will eat into the spending
power of consumers who have so far proven
resilient to the Brexit shock. The Resolution
Foundation think tank warned that Britons
were likely to suffer a return to falling wages in
real terms, something which blighted the
economy in the years following the financial
crisis until late 2014.

Sterling rose briefly against the dollar and
British government bond prices fell after the
stronger-than-expected figures which will fur-
ther dampen expectations that the Bank of
England will cut interest rates again this year.
Governor Mark Carney last week said the BoE
could tolerate “a bit” of an overshoot against its
2 percent inflation target, to help accommo-
date economic growth and employment.

INFLATION WARNING SIGNS
The BoE said in August that inflation would

hit its 2 percent target in around a year and
then overshoot it for the next couple of years.
Many economists now expect sterling’s latest
fall could push inflation to around 3 percent
and that, combined with signs that the econo-
my did not suffer an immediate Brexit slump, is
likely to put the BoE off a further rate cut this
year. As recently as last month, the BoE said a
rate cut was still likely.

“The bigger-than-expected drop in sterling
has done a lot of the work for the Bank of
England,” said Berenberg Bank economist
Kallum Pickering, adding that he only expected
a rate cut if economic conditions deteriorate.
Most of the rise in inflation in September was
due to the biggest monthly jump in clothing
prices since 2010 and a rise in fuel costs, which
had been falling a year earlier. —Reuters

Ryanair cuts profit 
forecast but says 
demand growing

DUBLIN: Ryanair cut its annual profit forecast yes-
terday due to a weaker pound, but its share price
rose after it said it expected to boost its market
share in the coming months by selling more tickets
at cheaper prices.

Europe’s largest low-cost airline, which expects
sterling to account for a quarter of its earnings this
year, said an 18 percent slide in the pound against the
dollar following the country’s vote to leave the
European Union had forced it to cut its profit forecast
by 5 percent. Fare prices may drop by between 13
percent and 15 percent, it said. The airline said it
expects net profit for the year to March 31 of
between 1.3 billion euros ($1.46 billion) and 1.35 bil-
lion euros, down from a previous forecast of 1.375 bil-
lion euros to 1.425 billion euros.

The mean forecast of 16 analysts polled by
Reuters ahead of the profit warning was 1.38 billion
euros. Ryanair’s warning follows a number of similar
statements from rivals including low-cost carrier
easyJet and British Airways-owner IAG and
Germany ’s Lufthansa. Chief Executive Michael
O’Leary said the reduced forecast “remains heavily
dependent upon no further weakness in second-half
fares or sterling from its current levels.” Having fallen
0.5 percent in early trading, Ryanair shares were up
3.5 percent at 0933 GMT after O’Leary told analysts
that he expected Ryanair’s sales and market share to
grow in the coming months.

“We are in a low-fare environment, but we like low-
fare environments because we are the lowest-cost pro-
ducer,” O’Leary said. “We are taking very significant traf-
fic away from incumbents ... and we see that continu-
ing.” Ryanair’s policy is to maintain passenger numbers
whatever the fare and then earn money on extras such
as fees for choosing seats and on-board refreshments.

O’Leary said Ryanair planned to increase passenger
numbers to 119 million from an earlier forecast of 117
million, piling further pressure on competitors. Ryanair
is currently receiving around 50 planes a year from
Boeing and O’Leary said he would consider adding
more planes than scheduled in 2018 or 2019. Rival
easyJet, which depends on the UK for around half of
sales, has already cut its profit forecast by a quarter for
the year to Sept. 30 in the wake of the Brexit vote.

British airline Monarch last week was kept alive by a
165 million pound ($205.18 million) bailout from
investors, having warned in September that security
concerns and the devaluation of the pound had made
market conditions difficult. “Tough trading conditions
are an opportunity to make strategic progress at the
expense of weaker competitors,” Liberium analyst
Gerald Khoo said in a note. —Reuters

UK inflation surge likely 
a taste of more to come

LONDON: Shoppers walking past a branch of clothing retailer Topshop on
Oxford Street in central London. British annual inflation surged to a near two-
year high of 1.0 percent in September, official data showed yesterday. —AFP


