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SYDNEY: Australia’s central bank held
interest rates at a record low of 1.50 per-
cent yesterday but soft inflation and
growth figures kept the door open for
future cuts. The Reserve Bank of Australia
slashed rates 300 basis points between
November 2011 and August last year to
support non-resources industries as the
economy transitions out of a mining
investment boom.

After its first meeting this year, the
RBA’s governor Philip Lowe said “the board
judged that holding the stance of policy

unchanged at this meeting would be con-
sistent with sustainable growth in the
economy and achieving the inflation tar-
get over time”. The decision was widely
tipped by economists, and the Australian
dollar was largely unchanged at 76.35 US
cents after the statement.

It was the bank’s first rate announce-
ment since data showed the economy
shrank in the third quarter of 2016, mark-
ing just the fourth retreat in a quarter of a
century. The 0.5 percent contraction in
July-September, which slowed the annual

growth rate to 1.8 percent, came as gov-
ernment and consumer spending weakens
and trade also softens, underlining the
challenges facing the economy.

Lowe noted growth was “weaker than
expected” in the September quarter but
said this was largely due to “temporary
factors” and “a return to reasonable
growth is expected in the December
quarter”. Inflation also remains well off
the RBA’s target band of 2.0-3.0 percent,
reaching just 1.5 percent in the final three
months of last year.

While Lowe admitted inflation
remained “quite low”, he said the bank’s
forecasts were unchanged. “The continu-
ing subdued growth in labor costs means
that inflation is expected to remain low for
some time,” he said.  “Headline inflation is
expected to pick up over the course of
2017 to be above 2.0 percent, with the rise
in underlying inflation expected to be a
bit more gradual.”

AMP Capital chief economist Shane
Oliver said he expected rates to be cut again
in the first half of the year. “With record low

wages growth, ongoing spare capacity, an
increasing risk that low inflation will feed on
itself and the (Australian) dollar remaining
too high, the RBA will cut rates again around
May,” he said ahead of the bank’s decision.
Rapidly rising property prices are widely
seen as one reason the bank has held off on
another cut owing to worries it would
encourage more debt-funded speculation
and push prices even higher. Lowe acknowl-
edged that the housing market had
strengthened in some areas, but pointed to
prices declining in others. — AFP

Australia central bank keeps rates on hold

SACRAMENTO: In this Oct 15, 2015, file photo, vehicles pass a highway construction site on Interstate 80. — AP 

WASHINGTON: President Donald Trump has prom-
ised to revitalize America’s aging roads, bridges,
railways and airports, but a plan put forward by his
economic advisers relies on a transportation
financing scheme that hasn’t been tried before and
comes with significant risks.

The plan was set out just before the election by
billionaire leveraged buy-out specialist Wilbur Ross,
Trump’s pick for commerce secretary, and conser-
vative economics professor Peter Navarro, whom
Trump has tapped to head his National Trade
Council. They recommended the government allo-
cate $137 billion in tax credits for private investors
who underwrite infrastructure projects. Ross and
Navarro estimate that over 10 years the credits
could spur $1 trillion in investment. That’s how
much Trump promised to spend on infrastructure -
a key part of his job-creation plan.

Skepticism lingers 
Trump hasn’t yet said whether he will try to carry

out the Ross-Navarro plan or seek an alternative,
although the administration’s preference for
addressing the problem with private dollars is clear.
Transportation Secretary Elaine Chao emphasized
at her confirmation hearing that the administration
wants to “unleash the potential” of private investors
and come up with creative ways to tap their capital.
But there’s skepticism even among free-market ori-
ented Republicans that the Ross-Navarro plan could
work on a massive scale. Infrastructure projects like
roads and bridges are attractive to investors only if
they have tolls or some other way of generating
revenue. There are relatively few projects in the
country that meet those conditions. Tax credits
offer additional incentive, but economists and
transportation experts warn the government could
end up rewarding investors in projects that would
have been built even without credits. “I don’t think
that is a model that is going be viewed as successful
or that you can use it for all of the infrastructure

needs that the US has,” said Douglas Holtz-Eakin, a
former head of the Congressional Budget Office
and economic adviser to John McCain’s 2008 presi-
dential campaign.

Business and labor executives told a House
transportation committee hearing last week that
private investment won’t provide nearly enough to
address America’s infrastructure woes. While pub-
lic-private partnerships can help, “what needs to
happen is to increase the gasoline and diesel taxes”
to pay for more direct federal spending, said FedEx
CEO Fred Smith. The White House and Navarro
declined requests for comment.

The Transportation Department said in a state-
ment that Chao is “open to exploring all infrastruc-
ture funding options in order to ensure that the
resulting solutions provide the greatest benefit to
the public.” Public-private partnerships aren’t a new
concept and many have been successful. Federal
tax credits have been used to spur private invest-
ment is housing, resulting in tens of thousands of
low-income housing developments over the past
30 years. The credits are sold to private entities such
as banks and equity firms that invest anywhere
from 70 cents to $1.10 in the housing develop-
ments for every $1 they receive in credits, a ratio
that fluctuates with economic conditions. Vince
Bennett, president of McCormack Baron Salazar Inc,
a St. Louis-based firm, said tax credits are “probably
the single-biggest tool that federal policymakers
have” for producing affordable housing. His compa-
ny has built 137 low-income housing developments
financed by the federal program in more than 20
states. Its $3.1 billion of projects have been aided by
about $1.3 billion in federal tax credits.

Dormant plans 
Some state transportation officials see advan-

tages as well. Missouri recently sought a six-month
extension under a federal pilot project allowing
tolling to rebuild a 200-mile stretch of Interstate 70

between suburban St. Louis and Kansas City. The
state lacks the needed $2 billion to $4 billion for
construction but is waiting to see whether Trump
could jumpstart the dormant plans.

“That type of project is, I believe, (what) the Trump
administration is talking about in terms of a tax-credit
basis spurred private investment,” said Missouri
Department of Transportation Director Patrick
McKenna. But those kinds of projects are rare. While
the pilot program enables Missouri to toll high-traffic
interstates, most states are barred from tolling exist-
ing lanes. Obama administration Transportation
Secretary Anthony Foxx estimated public-private
partnerships may be able to address at most 10 per-
cent to 20 percent of infrastructure needs.

Tax credits also “probably aren’t useful to the
companies that would be willing to invest in these
projects” because “they generally don’t have a tax
liability that the tax credits could offset,” said Mary
Peters, who was transportation secretary under
President George W Bush. Much of the private
investment in infrastructure projects comes from
tax-exempt pension funds and investment funds
controlled by other governments, which also don’t
pay US taxes. 

Chris Edward, director of tax policy studies for
the libertarian Cato Institute, favors alternatives to
the tax credits, such as easing restrictions on tolls
on most interstate highways. Tolling, though, is
unpopular with the public. Ananth Prasad, a former
Florida transportation secretary, said high-traffic
projects could be ripe for private investment if fed-
eral tax credits are offered. But Prasad, who is now
at the infrastructure engineering firm HNTB Corp.,
said tax credits alone may not be enough for pri-
vate investors to rebuild old roads and bridges in
vast stretches of rural America, where there is less
opportunity to generate revenue. “The bottom line
is you still need money to pay back the private sec-
tor,” Prasad said. “That project still has to have a
return on that investment.” — AP 
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WASHINGTON: In a decade as a federal
appeals court judge, Supreme Court nominee
Neil Gorsuch has criticized courts for giving
too much power to government agencies
that enforce the nation’s labor and employ-
ment laws. As a lawyer in private practice, he
also backed curbs on some class-action law-
suits. His conservative approach could tip the
balance in labor rights cases and other high
court clashes that have split the court.

“I think employers have a supporter with
this particular nominee who is unwilling to
go along with agencies just because they
interpret the law in a certain way,” said Gerald
Maatman, a labor lawyer based in Chicago
who represents employers.

In a closely watched case the Supreme
Court is expected to hear later this year, the
justices will decide whether companies can
require workers to sign away their right to
pursue class-action lawsuits. The National
Labor Relations Board says such waiver
agreements violate the rights of millions of
workers who want to sue over wage disputes
and other workplace clashes.

Labor union critics also hope the court will
revisit a case that could threaten the financial
viability of unions that represent government
workers. A short-handed Supreme Court split
4-4 on the issue after Justice Antonin Scalia’s
death. And the justices may eventually take
up a dispute working its way through lower
courts over whether federal law banning sex
discrimination in the workplace also covers
bias against gays and lesbians.

The legal and public policy worlds are
scouring Gorsuch’s writings and record for
clues to his posture toward these and other
issues. What they’re finding is a lawyer, and
then judge, who has lashed out against secu-
rities class-action lawsuits and frowns on
agencies that, in his opinion, overreach. In a
2005 article written when he was in private
practice, Gorsuch urged the Supreme Court
to curb “frivolous” class-action securities law-
suits. He called such cases a “free ride to fast
riches” for plaintiff lawyers.

Mandated missions 
On the appeals court in Colorado,

Gorsuch’s opinions have taken aim at federal
labor and employment agencies for going
beyond their congressionally mandated mis-
sions. He has suggested that the Supreme
Court should overturn a 1984 ruling that says
courts must defer to government agencies
when it comes to interpreting laws that
define their mission.

Gorsuch dissented in a 2011 case where

Labor officials wanted to fine an excavating
company for violating federal standards after
one of its workers died in a Colorado electro-
cution accident. The federal appeals court
upheld the $5,500 penalty, but Gorsuch
wrote that the Occupational Safety and
Health Review Commission did not interpret
the rules correctly.

“Administrative agencies enjoy remarkable
powers in our legal order,” Gorsuch wrote in
dissent. “Still, there remains one thing even
federal administrative agencies cannot do.
Even they cannot penalize private persons
and companies without some evidence the
law has been violated.”

He also chastised his fellow judges for sid-
ing with the Labor Department in a 2016 case
in which a driver for TransAm Trucking Co. left
his broken-down trailer on the side of the road.
The company fired the driver for defying a
supervisor’s orders to stay with the vehicle
despite freezing temperatures. The Labor
Department ruled that the driver’s actions were
protected under federal law and he was to be
reinstated, and the appeals court concurred.

But Gorsuch wrote in his dissent, “It might
be fair to ask whether TransAm’s decision was
a wise or kind one. But it’s not our job to
answer questions like that. Our only task is to
decide whether the decision was an illegal
one.” In another case last year, Gorsuch grum-
bled in a dissent that the National Labor
Relations Board had overreached when it
ordered back pay for hospital employees
whose hours had been unlawfully reduced.

Despite those and other writings, some
labor leaders have held their fire on Gorsuch’s
nomination, perhaps in the interest of choos-
ing battles against the unpredictable Trump
administration. But AFL-CIO President Richard
Trumka said Gorsuch doesn’t seem like a
friend to employees.

“He’s been a very, very strong advocate for
corporations at the expense of working peo-
ple,” Trumka said in an interview. “You think
corporations need more help? And that
they’re not strong enough and that they
should be stronger, then he’s probably your
guy. If you think that workers need more pro-
tection and corporations need less protec-
tion, then he’s probably not your guy.”
Gorsuch’s conservative legal philosophy has
won praise from business groups that want to
rein in government regulation and limit the
rights of labor unions. “Judge Gorsuch has
been very firm on confining regulatory agen-
cies to the text of the law,” said Juanita
Duggan, president of the National Federation
of Independent Business. — AP 

Gorsuch business-friendly 
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WASHINGTON: The Supreme Court is seen in the morning in Washington,
Wednesday, Feb 1, 2017, after President Donald Trump announced Judge Neil
Gorsuch as his nominee for the Supreme Court. — AP 

Oil, Tiffany drop as 

US stocks retreat

NEW YORK: Wall Street stocks retreated Monday with
petroleum-linked shares falling on lower oil prices and
Tiffany declining on the departure of its chief execu-
tive. Most oil producers tumbled on lower oil prices,
with midsized companies suffering some of the hard-
est falls. Devon Energy dropped 3.2 percent and
Marathon Oil 4.1 percent.

Jeweller Tiffany & Co. lost 2.5 percent after
announcing over the weekend that Frederic Cumenal
had departed as chief executive and would be
replaced on an interim basis by chairman and former
chief executive Michael Kowalski. The Dow Jones
Industrial Average shed 0.1 percent to end the day at
20,052.42. The broad-based S&P 500 declined 0.2 per-
cent to 2,292.56, while the tech-rich Nasdaq
Composite Index dropped 0.1 percent to 5,663.55. It
was a light day as far as major economic data releases,
and analysts said the market was still absorbing
Friday’s rally following a solid US jobs report, as well as
President Donald Trump’s plan to review banking regu-
lations imposed after the 2008 financial crisis.

This week’s calendar of earnings includes Coca-
Cola, General Motors, Disney and Expedia. Toy compa-
ny Hasbro leaped 11.1 percent after reporting a 10 per-
cent jump in fourth-quarter net income to $192.7 mil-
lion. Tyson Foods fell 3.4 percent after disclosing it had
received a subpoena from the US Securities and
Exchange Commission in a probe into collusion
among companies in the broiler chicken market. The
food giant has denied wrongdoing. Advanced Micro
Devices surged 11.4 percent following a bullish article
in investor newspaper Barron’s, which said shares
could double on growth in cloud computing. — AFP

TOKYO: Japanese automaker Honda Motor Co
has signed a deal with Hitachi Automotive
Systems to jointly develop, make and sell
motors for electric vehicles, as the industry
adapts to concerns over global warming and
the environment. The companies announced
the agreement yesterday. Honda, which also
makes its own electric motors, has a fuel-cell
vehicle and hybrids in its lineup. 

It’s planning an electric vehicle for sale later
this year, mostly abroad. The wholly owned
subsidiary of Tokyo-based Hitachi has supplied
electric motors to other automakers in the past,

including General Motors Co. of the US and
Nissan Motor Co., which makes the Leaf electric
car. The deal, signed last week, is part of a big
push by Honda into electric cars. 

The joint venture, which has yet to be
named, will be 51 percent owned by Hitachi
and will have manufacturing and sales opera-
tions in the US and China, the companies said.
Global environmental regulations are expected
to grow stricter, pushing up demand for elec-
tric vehicles, they said. The joint venture, capi-
talized at 5 billion yen ($45 million), will be
based in Hitachinaka city, north of Tokyo. — AP 

Honda, Hitachi Automotive to 
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DETROIT: Mark Reuss, General Motors executive vice president of Global Product
Development, left, and Toshiaki Mikoshiba, chief operating officer of the North
American Region for Honda Motor Co, Ltd., shake hands at a news conference
announcing the GM-Honda Next Generation Fuel Cell. — AP 

DETROIT: General Motors’ net profit fell just
under 3 percent last year but the company still
made a $9.4 billion on the back of its US money
machine. A record $12 billion pretax profit in
North America will mean big checks for 52,000
union workers. They’ll get a record $12,000 each,
up from $11,000 last year. That will cost the com-
pany $624 million.

GM said yesterday that it made $6 per share
for the year. Without special items it made $6.12,

beating Wall Street expectations by a dime,
according to a survey by FactSet. Last year’s net
profit was boosted by about $4 billion in
accounting charges, mainly due to better
prospects in Europe. Full-year revenue was
$166.4 billion, up 9 percent from a year ago,
beating analysts’ estimates of $163.5 billion.

Chief Financial Officer Chuck Stevens said the

company is benefiting from strong sales of high-
er-priced trucks and crossover SUVs. Since cars are
selling slowly amid demand for SUVs, Stevens said
GM will shift its capital spending. “We are allocat-
ing more capital to growth and profit pools where
we think we can earn a long term return and less
to those areas that we can’t,” he said.

Sales of cars in the US are slowing as buyers
shift to SUVs, which works to GM’s advantage.
Car sales accounted for only 37 percent of the
market in January, when they were nearly 50 per-
cent just two years ago. At the end of January,
GM had enough cars on dealer lots to supply
them for 131 days. Normally automakers like to
have around a 60-day supply. Stevens said if the
car slump continues, GM will adjust factory pro-
duction to match it, meaning there could be
more layoffs at car factories.

Pretax profit for GM’s China operations fell
slightly to $2 billion for the year. But the company
lost $257 million in Europe mainly due to the
falling value of the British Pound as the country
prepares to leave the European Union. Stevens
said GM is pushing to break even Europe in 2018.
The company’s loss narrowed in South America
to $374 million, but its financial unit made a
record $913 million. For the fourth quarter, GM
made a net profit of $1.8 billion, or $1.19 per
share.  That’s up more than 70 percent over last
year. Without special items including $100 million
for a nagging ignition switch recall, the company
would have made $1.28 per share. That soundly
beat Wall Street estimates of $1.17. Revenue for
the quarter was $43.9 billion, also beating esti-
mates of $40.3 billion. GM shares fell 7 cents to
$36.76 in premarket trading yesterday. — AP 

GM in the profit fast lane, 

easily tops expectations

DETROIT:  This Friday, May 16, 2014, file
photo shows the General Motors logo at
the company’s world headquarters. — AP 


