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NEW DELHI: India’s economic growth rate slipped to sev-
en percent in the third quarter of the financial year after
the controversial ban on high-value banknotes in
November, official figures showed yesterday. Gross
domestic product in one of the world’s fastest growing
economies expanded 7.0 percent year-on-year in the
three months to the end of December, down from 7.3
percent in the previous quarter, data published by the
central statistics office showed.

While growth came in lower than the previous quar-
ter, it exceeded most analyst predictions in the wake of
the government’s shock move to remove all 500 (around
$7.50) and 1,000 rupee notes from circulation immediate-
ly. Prime Minister Narendra Modi has defended his so-
called demonetization scheme as a necessary strike
against corruption and a way of boosting tax revenues by
dissuading people from doing business in cash.

But the move triggered massive lines outside banks
in the weeks afterwards as authorities struggled to
print replacement notes fast enough. Chief statistician T
C A Anant said after the data was announced that it was
difficult to assess the full impact of demonetization,
which the government had already acknowledged has
hit growth.

“Policies like demonetization are very difficult to assess
without a lot of data,” Anant told a press conference. “We
will keep evaluating the numbers. I will not like to draw
any conclusions at this stage.” Anant said some sectors
such as agriculture and mining had in fact performed bet-
ter than expected in the third quarter.

“The only two sectors in which it is distinctly worse is
finance and the real estate category,” he added.

‘Pleasant surprise’ 
The impact on the real state sector was widely expect-

ed as experts say most transactions are either wholly or
partly conducted in cash in a bid to avoid paying tax.
Analysts said the data was better than expected. “It’s high-
er than our expectation. We were expecting 6.5 percent
and the actual growth at 7 percent is a pleasant surprise,”
Sunil Sinha, principal economist at India Ratings &
Research, told AFP.    “But when I look at third quarter more
carefully, half the quarter, including the festive season
when spending is high, was gone by the time demonetiza-
tion kicked in,” he said in reference to the Diwali holiday.

“Wait and see what happens in the fourth quarter.
That’ll be a better parameter to judge the impact of
demonetization.” Ashutosh Datar, an economist at IIFL
Institutional Equities, also cautioned that the full picture
had yet to emerge. “There will be a downward revision of
this as more data comes in over the next few quarters,” he
told AFP.    The government data came in on the same day
as the Organization for Economic Cooperation and
Development released a survey which praised Modi’s
government for reforms which have spurred growth. In its
report, the OECD said measures such as the implementa-
tion of inflation targets and a loosening of foreign direct
investment rules, had been major factors behind the
growth. “The pace of reform is quite remarkable,” said the
report, adding that “about 140 million people have been
taken out of poverty in less than 10 years”. But secretary-
general Jose Angel Gurria warned that “there is no time
for complacency and the main message today is that the
reform momentum must be maintained so there can be
more inclusive growth.” — AFP

India growth rate slips to 7% in Q3 after cash ban

SEOUL: South Korean prosecutors
charged Samsung Group chief Jay Y. Lee
with bribery and embezzlement yester-
day as the top conglomerate announced
the dismantling of its corporate strategy
office, the latest developments in a graft
scandal that has rocked the country.

Jay Y Lee, 48, was arrested on Feb 17
over his alleged role in the corruption
scandal involving impeached President
Park Geun-hye, dealing a fresh blow to
the standard-bearer for Asia’s fourth-
largest economy. The special prosecutor’s
office said yesterday, the last day of its
investigation, that it had charged Lee,
third-generation leader of the tech giant
“chaebol”, and four other executives with
bribery and embezzlement.

The charges against Lee included
pledging bribes to a company and organi-
zations tied to Park’s confidant, Choi Soon-
sil, the woman at the centre of the scandal,
to cement his control of the smartphones-
to-biopharmaceuticals business empire.
“We apologize for the social controversy
and distress we have caused,” Samsung
Group Executive Vice President Lee June
told reporters.  The charges came ahead of
a Constitutional Court ruling on whether
to uphold parliament’s December
impeachment of Park. That impeachment

was triggered by accusations that she col-
luded with Choi to pressure big business-
es, including Samsung, to donate to two
foundations set up to back the president’s
policy initiatives. The 65-year-old daughter
of a former military strongman has had her
powers suspended. The Constitutional
Court’s ruling is expected sometime in
March. Should it uphold the impeach-
ment, Park would become the country’s
first democratically elected president to be
thrown out of office.

While a sitting president cannot be
indicted, the special prosecutors never-
theless have classified her as a suspect.
They did not disclose specifics of the
charges against Lee or other Samsung
executives. Samsung Group, which has
denied paying bribes to Park or seeking
improper favours from her, declined to
comment on the indictment. Park, Choi
and Lee have all denied wrongdoing.
Based on the main charges levied against
Lee, he could face up to 20 years in prison
if convicted. Lee in December promised
to shut Samsung’s corporate strategy
office, a key nerve centre responsible for
major initiatives such as investment in
new businesses, amid accusations by
politicians that it was a key organ for illicit
lobbying efforts.  — Reuters

WASHINGTON: President Donald Trump has a
Commerce secretary. Vice President Mike Pence
has administered the oath of office to Wilbur
Ross yesterday, a day after the Senate voted 72-
27 to confirm him. Ross will help promote
American business interests in the US and
abroad. He’ll also oversee agencies that manage
fisheries, weather forecasting and the Census
Bureau, which will conduct the next national
headcount in 2020. 

Ross has said the administration will work
quickly to renegotiate the North American Free
Trade Agreement with Canada and Mexico.

The 79-year-old Ross is worth an estimated
$2.9 billion and has extensive business ties
around the world. He has promised not to take
any action as secretary that would benefit any
company in which he has a financial interest.

Meanwhile, major US corporations are going
to war in Washington over a Republican ‘border
adjustment’ tax proposal meant to boost
exports over imports, with lawmakers in
Congress coming under pressure from some of
the nation’s biggest employers.

The political split that is opening, most pro-
nounced in the narrowly divided Senate, could
doom the proposal. If it dies, prospects for a
thorough tax code reform, a top 2017 goal for
President Donald Trump’s Republicans, would be
diminished. Trump, who has vowed to produce a
“phenomenal” tax reform package, without
recently offering many specifics, has not taken a
clear stand on border adjustment. He spoke
favorably about it in a Reuters interview on
Thursday.

The main thrust of border adjustment is to
exempt companies from having to pay federal
income tax on export revenues, while ending
the deductibility of import costs from taxable
income. Border adjustment is a core part of a
broad tax reform “blueprint” being pushed by
House of Representatives Republicans, including
House Speaker Paul Ryan and tax panel chair-
man Kevin Brady. The blueprint has not been put
into formal legislation, but border adjustment is
already a sticking point. At least eight
Republicans in the Senate have expressed con-
cern about it. Several are from Republican-lean-
ing states where Wal-Mart Stores Inc is a major
employer.

Wal-Mart is a member of Americans for
Affordable Products, a business coalition work-
ing against border adjustment. Other members
include Best Buy, Costco, Gap Inc , Macy’s Inc,
Nike Inc and Target.

If the Republican-dominated House approves
the blueprint and moves it to the 100-seat
Senate, Republicans could lose only a handful of
votes and still be able to pass the blueprint.

REPUBLICANS HAVE CONCERNS
“If it came up today, I couldn’t support it,”

Arkansas Republican Senator John Boozman

told Reuters. “That’s not to say I couldn’t (sup-
port it) in the future with modifications.”
Boozman said he was concerned that border
adjustment would raise prices for consumer
goods such as cars and gasoline. He said he wor-
ried that Arkansas farmers could be hurt, too, if
border adjustment triggered a global trade war.

Boozman’s state is home to Wal-Mart, the
world’s largest retailer. Wal-Mart and its employ-
ees have been among Boozman’s biggest back-
ers in 2011-2016, according to data compiled by
the Center for Responsive Politics, a campaign
finance watchdog. Wal-Mart Chief Financial
Officer Brett Biggs, on a conference call with
reporters a week ago, said, “The things that are
being discussed about the border adjustment tax
pose a concern.”

Republican Senator Tom Cotton, Boozman’s
Arkansas colleague, has also expressed concerns
on border adjustment. “He supports the goals of
tax reform and job growth. But he believes that a
new tax on working-class Americans is not the
best way to achieve those goals,” said Cotton
spokeswoman Caroline Rabbitt.  Perhaps border
adjustment’s most outspoken Senate critic is
Georgia Republican David Perdue. He has called
the House proposal “a bad idea” and urged col-
leagues not to support it.

One of Perdue’s top backers in 2013-2016,
according to data from the center on its website,
has been the Club for Growth, a conservative
group that donates large sums to like-minded
politicians. Club for Growth opposes border
adjustment.

EXPORTS AND IMPORTS
Border adjustment has attracted opposition

not only from retailers, but also from oil refiners
and automakers. Texas Republican John Cornyn,
a senior senator whose constituents include oil
and gas firms, as well as companies that do busi-
ness with Mexico, told Reuters: “If you’re talking
about disrupting business models that people
have come to depend on, there’s a lot in play and
a lot at stake.” Border adjustment has support
from U.S. multinational exporters organized in
another group, the American Made Coalition. Its
members include Boeing Co, Caterpillar Inc, Dow
Chemical Co., General Electric Co, Honeywell
International Inc <HON.N, Johnson & Johnson,
Pfizer Inc and United Technologies Corp.

Chief executives of 16 big companies sent a
letter this month to lawmakers urging tax reform
including border adjustment. In it, the CEOs said
border adjustment would make U.S.-manufac-
tured products more competitive abroad and at
home. Since Trump’s Reuters interview last week,
the White House has sent mixed signals on bor-
der adjustment. Trump is scheduled to make a
major speech to Congress yesterday. “We would
be surprised if Trump specifically mentions (bor-
der adjustment),” said Chris Krueger, analyst at
financial firm Cowen & Co. in a research report.

The proposal “is a 15-round heavyweight
fight and we are only in the 3rd round ... It can
all end with a single uppercut from Trump in
opposition, though that does not seem to be
the direction the White House is headed,”
Krueger said. —Agencies

NEW DELHI: Indian passengers hang onto a train as it departs from a station on the outskirts of New
Delhi yesterday. —AFP

Ross sworn in new US

commerce secretary
Retailers, oil refiners fighting tax proposal

WASHINGTON: Hilary Ross (center) watches as Vice President Mike Pence swears-in new
Commerce Secretary Wilbur Ross yesterday in the Vice President’s ceremonial office in the
Eisenhower Executive Office Building on the White House complex in Washington. —AP 

In this Wednesday, March 2, 2016, file photo, Target Chairman and CEO Brian Cornell
speaks to a group of investors, in New York. — AP

MINNEAPOLIS: Target, stung by the mass
migration by its customers online and else-
where, said its profit plummeted 43 per-
cent during the most recent quarter as
sales at its stores weakened. The coming
year doesn’t look much better: Its outlook
for the first quarter and all of 2017 were far
below what industry analysts had been
expecting.

Shares tumbled more than 13 percent to
a two-year low yesterday, and the numbers
in Target’s report rattled Wall Street, drag-
ging down Wal-Mart, Macy’s and other
retailers. Retail yesterday was the worst
performing sector in the Standard & Poor’s
500. All traditional retailers have struggled
as Amazon.com and other online retailers
draw  shoppers away, but Target has been
unable to keep pace with Wal-Mart Stores
Inc., which posted another quarter of high-
er customer traffic and same-store sales. At
a meeting with analysts Tuesday, Target
CEO Brian Cornell said he hasn’t seen as
many troubled retailers since the recession
nearly a decade ago.

“Our industry is in the midst of a seis-
mic shift,” Cornell said. Target said Tuesday
that it will have to begin cutting prices, as
well as update aging stores and open
smaller locations in cities and near college
campuses. It announced the launch of a
dozen new brands, hoping they can add
$10 billion in sales in the next two years.
For 2017, Target Corp. is projecting an
adjusted profit of $3.80 to $4.20 per share.
That’s wasn’t even close to the per-share
earnings of $5.32 that Wall Street was pro-
jecting, according to FactSet.

Neither was Target’s first-quarter profit
projection between 80 cents and $1.

Analysts expected $1.33 per share. For the
three months ended Jan. 28, Target earned
$817 million, or $1.46 per share. Stripping
out certain items, earnings were $1.45 per
share, or 5 cents less per share than indus-
try analysts had projected, according to
Zacks Investment Research. The quarter’s
profit came in well below the $1.43 billion,
or $2.31 per share, that the company
reported last year.

And sales dropped to $20.69 billion,
from $21.63 billion last year, which was also
short of Wall Street projections. Sales at
stores open at least a year, a key measure of
a retailer’s health, fell 1.5 percent. It was the
third consecutive quarter of declines and,
like overall sales and profits, weaker than
most had anticipated.

The pain is spread across the retail sec-
tor, even though rival Wal-Mart has had
some success. Last week, J C Penney swung
to a profit for the fourth quarter, but total
sales fell slightly.  Kohl’s Corp. reported a
lower fourth-quarter profit and total sales
declined. Earnings at Macy’s, the nation’s
largest department store chain, slid 13 per-
cent. Under Cornell, Target has pushed
aggressively online and increased the num-
ber of stores that ship directly to online
shoppers to match Amazon’s two-day free
deliveries for customers.

But weak sales at its stores are not
going to be fixed easily. “Our fourth quar-
ter results reflect the impact of rapidly-
changing consumer behavior, which drove
very strong digital growth but unexpected
softness in our stores,” Cornell said in a
company release. Shares of Target fell
$8.80, or 13.2 percent, to $58.11 in early
trading yesterday.—AP

Target rattles Wall Street

with weak quarter, outlook

GENEVA: World Trade Organization chief
Roberto Azevedo secured a second term yester-
day pledging to build on recent successes
despite the “challenging times” confronting
global trade.  Azevedo, 59, was unopposed in
the contest to lead the 164-member WTO, a
body that for the first time since its founding in
1995 must deal with a US administration openly
hostile to free trade. 

Speaking to reporters following his formal re-
election, Azevedo said the WTO was “stronger
today than it was in 2013”, when his first four-
year term began. 

He pointed to last week’s ratification of the
Trade Facilitation Agreement, the WTO’s first-
ever multilateral deal to come into force.  But the
steady flow of protectionist rhetoric from US
President Donald Trump’s administration has
triggered concern about the WTO’s chances of
further progress. 

“Clearly, these are challenging times for the
multi-lateral trading system”, Azevedo said, with-
out mentioning Trump directly.  “The threat of
protectionism cannot be ignored.”

Trade makes ‘America great’
Azevedo, a Brazilian, again faced a series of

questions about Trump, who during the cam-
paign called the WTO “a disaster” and threatened
to withdraw US membership.  Trump’s nominee
for trade representative, Robert Lighthizer, has
also said Washington could ignore WTO rules in
order to redress what he considers trade imbal-
ances, notably ones he claims favour China.  “I
am not going to comment on the trade policy of

any country when the US Trade Representative
has not been confirmed”, Azevedo told
reporters, in reference to Lighthizer not yet hav-
ing won the approval of Congress.

He also sought to downplay the widely-
debated prospect of economic conflict between
the US and China, the world’s two biggest
economies, with tensions also rising between
the Washington and the European Union. 

“We should not be talking ourselves into a
trade war”, Azevedo said. “I hope we can avoid
anything that even remotely resembles that.”

In an interview with Germany’s Bild newspa-
per published yesterday, Azevedo was quoted as
saying that “without trade, American will never
be ‘great again’” a reference to Trump’s “Make
America Great Again” campaign slogan.  WTO
spokesman Keith Rockwell told AFP that quote
was prompted by a request from Bild asking
Azevedo to suggest a tweet he would like to
send to Trump.    Trump has so far not followed
through on several of his trade-related pledges,
like immediately re-negotiating that the North
American Free Trade Agreement. — AFP
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