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LONDON: Britain has ruled out staying in
any customs union with the European
Union after Brexit, Prime Minister Theresa
May’s spokesman said yesterday as the
government prepares for a crunch week of
Brexit talks. The extent of any British post-
Brexit involvement in the EU’s customs
union - which binds members into a trade
bloc with common external tariffs - has
become a major issue of contention inside
May’s divided government and
Conservative Party.

Membership of the, or a, customs union
after Brexit, would prevent London from
striking trade deals with countries outside
the EU in future. “The key point, as the
prime minister has said on many many
occasions, is that we need to have our own
independent trade policy and be able to
strike trade deals with the rest of the
world,” May’s spokesman told reporters.
“We will be leaving the EU and the cus-
toms union and it is not government policy
to be members of ‘the’ customs union or ‘a’
customs union.”

He said the official negotiating stance
had been set out in a document published
in August giving: “two possible options
and they are: a highly streamlined customs
arrangement, and a new customs partner-
ship with the EU.” The spokesman said
Britain was still looking at both options,
and no deadline for a decision on which
one to pursue had been set.

With just a year left before Britain’s
March 2019 exit from the European Union,
May’s party remains deeply divided over
what sort of relationship should be built
between the world’s biggest trading bloc
and the world’s sixth-largest economy.

Such are the divisions within May’s
government, that the debate over the
extent of Britain’s post-Brexit participa-
tion in a EU customs union has taken
place in public with key ministers offering
a range of views.

Brexit tariffs?
While May has repeatedly said that

Britain will leave the customs union, some
ministers had hoped that Britain could
remain in some sort of bespoke customs
arrangement with the EU after Brexit. But
supporters of Brexit say one of the main

benefits of leaving the bloc will be the abil-
ity to strike trade deals with other, faster-
growing countries around the world. The
Confederation of British Industry has
called for Britain to stay in a customs union
and finance minister Philip Hammond last
month also left open the possibility of
Britain joining a new customs union.

A customs union means that its mem-
bers apply the same tariff to goods
imported into their territory from else-
where and apply no tariffs to goods from
other members. It also limits checks and
other bureaucracies at borders between
members.

Unless Britain negotiates a new trade
deal with the EU, its exports would run
into the union’s external tariffs, which aver-
age about 5 percent across all goods,
including 10 percent for cars and over 200
percent on certain types of poultry. But
May is under pressure from eurosceptic
members in her party to quit the trading
arrangement because for them the key
prize is chance to sign new trade deals
with other nations such as the US, China
and India. Britain and the EU are due to
hold their first formal discussions about
what their future relationship will look like
after Britain leaves the EU this week.

EU chief negotiator Michel Barnier
will meet his opposite number, Brexit
Secretary David Davis, in London on
Monday for the first time since EU lead-
ers told Barnier to negotiate a post-
Brexit transition period to ease Britain’s
departure. May will hold two cabinet
meetings tomorrow and Thursday at
which she will try to heal the deep divi-
sions among her ministers over the best
way to leave the EU.

If no deal is reached by October of this
year, many businesses fear Britain could
face a disorderly exit that would weaken
the West, disrupt the peace in Northern
Ireland, imperil Britain’s $2.7 trillion econ-
omy and undermine London’s position as
the only financial center to rival New York.
A disorderly Brexit as a result of Britain
misjudging the “self-preservation”
instincts of the European Union could lead
to a further downgrade of the UK’s sover-
eign credit rating, S&P Global also said
yesterday. — Reuters
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markets slumped yesterday on intensifying
worries over the prospect of rising interest
rates in the United States, dealers said.

Wall Street kicked off the global selloff on
Friday as a bright non-farm payrolls report
sent Treasury bond yields soaring on fears of
a quicker-than-anticipated increase in bor-
rowing costs. New York’s Dow Jones
Industrial Average plunged more than two
percent after the release of a healthy January
jobs report that showed the biggest increase
in wages in nine years. That catapulted 10-
year Treasury yields-a key global interest
rates indicator-to fresh four-year highs. The
turmoil claimed fresh losses in Asia and
Europe yesterday, with traders fretting that a
resurgent US economy will lead to rapid
interest rate rises by the Federal Reserve. The
selling was fuelled also by profit-taking after a
blistering January that saw several indexes
strike record or multi-year highs, while energy
firms were hit by a drop in oil prices.

Bull run at end?  
“Stocks look like they are set for a correc-

tion of some sorts after huge losses over the
last few sessions that has left many bulls wor-
ried that the bull run may have come to an
end,” said AxiTrader analyst James Hughes.
On Friday, New York’s Dow closed down 666
points, with the S&P and Nasdaq also down
sharply. Europe’s benchmark Stoxx 600 fell
1.5 percent, its sixth consecutive day of losses
totalling 4.6 percent - the biggest decline
since the United Kingdom voted in June 2016
to leave the European Union.

All major indexes in Europe fell: the UK’s
FTSE 100 dropped 1.4 percent, France’s CAC
40 1.4 percent and Germany’s DAX 1 percent.
Friday’s US payrolls report showed wages
growing at their fastest pace in more than
eight years, fuelling expectations that both

inflation and interest rates would rise more
than previously forecast . 

“This morning Europe is catching the virus
and is aggressively lower,” said Hughes. “The
issue with this kind of fall is that it becomes a
snowball effect, and  after such astronomical
gains since election day 2016 the falls can be
equally as aggressive, but nobody could say
that a correction has not been due.” A market
correction is drop of more than 10 percent
from recent highs. The Dow is now down 4.1
percent from a record high struck on January
26. There was fresh turmoil in Washington on
Friday after Donald Trump approved the
declassification of a controversial memo linked
to the FBI’s Russia probe. Wall Street has
enjoyed a record-breaking run ever since
Trump’s 2016 election on hopes of a beneficial
impact from the US president’s pro-business
tax-cutting policies. Many equity markets
were already in negative territory last week
owing to rising bond yields and profit-taking.
In Asia yesterday, Tokyo dived 2.6 percent,
while Hong Kong sank more than one percent
and Sydney closed down 1.6 percent. However,
Shanghai recovered to end 0.7 percent higher.

‘Equity storm’ 
The rise in bond yields, fuelled by a surging

US economy and corporate earnings, has
spooked traders worried that the Fed will raise
borrowing costs more than the three times ini-
tially expected this year. “It’s an equity storm,
created by the pressure from bonds,” noted
ETX Capital analyst Neil Wilson.

FX fallout
Faster rate rises by the Fed would hurt

emerging markets and commodity currencies,
said Deutsche Bank macro strategist Alan
Ruskin. Emerging-market currency the South
African rand fell 0.4 percent, with the Chinese
yuan and Polish zloty down around 0.2 percent.
Rising US yields gave the dollar some support.
Against a basket of currencies, the dollar was
up fractionally at 89.267 , after climbing 0.6
percent on Friday for its biggest single-day
gain in three months. A

ny rally by the dollar weakens commodities
priced in the currency, with the Thomson
Reuters CRB index down 0.5 percent. Gold
was off at $1,335.78 an ounce after losing 1
percent on Friday. — Agencies

MUMBAI: Indian carmaker Tata Motors,
the owner of Jaguar Land Rover, said yes-
terday “Brexit uncertainty” in Britain had
affected overall quarterly profits as its
earnings came in well below analysts’
expectations.

The Mumbai-based manufacturer
reported an almost 13-fold increase in
quarterly profits year-on-year owing to
strong JLR sales in China and a particularly
low earnings report 12 months ago due to
the effect of a shock Indian banknote ban.
Tata Motors said consolidated net profit for
the three months ending December was
11.99 billion rupees ($187.15 million), up
from 937.7 million rupees a year earlier
when Indians were dealing with the fallout
of demonetization. A survey of 15 analysts
by Bloomberg News had predicted profits
of 23.5 billion rupees this time around.

The car giant said concerns over soaring
oil prices and a weaker showing in Western

markets, including in Britain, had limited the
extent of the increase.

“China and overseas markets were up
while the UK, US and European markets
were lower, reflecting more challenging
conditions with cyclical weakness in the
UK and US, increasing diesel uncertainty in
the UK and Europe, and Brexit uncertainty
in the UK,” Tata Motors said in a statement.

It said Jaguar Land Rover deliveries to
North America had declined by 2.4 percent
and by 3.4 percent to Europe. But JLR chief
executive officer Ralf Speth gave an opti-
mistic forecast for the future.

“This is a milestone year for Jaguar Land
Rover as we prepare to launch our first ever
electric car, the Jaguar I-Pace, and Range
Rover plug-in hybrids,” Speth said in the
statement. “We expect a stronger all-
around performance in the fourth quarter
driven by new models, seasonality, and
improved profitability.” 

Shares in Tata Motors, part of the
sprawling tea-to-steel conglomerate, rose
3.12 percent on the Bombay Stock
Exchange yesterday. A year ago the compa-
ny reported a 96 percent fall in quarterly
profits after the Indian government’s deci-
sion to scrap more than 80 percent of the
country’s banknotes sent consumer senti-
ment into a tailspin. — AFP

Brexit ‘crisis’
drags Tata
Motors profits

Euro-zone businesses began year 
in best shape for over a decade

Inflation still nowhere near target ceiling of 2%
LONDON: Eurozone businesses began 2018
by increasing activity faster than at any time
in well over a decade as new orders surged
despite firms raising prices at the steepest
rate in almost seven years, a survey showed.
The eurozone emerged as one of the best-
performing major economies last year.
Forward-looking indicators in the survey
suggest that momentum will continue for at
least another few months - welcome news
for the European Central Bank as it moves to
unwind policy.

IHS Markit’s Final Composite Purchasing
Managers’ Index, seen as a good overall
growth indicator for the eurozone, rose to
58.8 in January from December’s 58.1 and up
from the flash estimate of 58.6.

It is now at its highest since June 2006
and well above the 50 mark that separates
growth from contraction. “The optimism
reflects the strong economic upturn that the

euro zone is experiencing, which continues
to be broad-based and is set to continue in
the months ahead,” said Bert Colijn at ING.

“Backlogs of work are increasing,
job creation is historical ly very
strong and new orders continue to
pour in.  This makes for a rosy
growth outlook.”

Earlier figures from Germany,
Europe’s biggest economy, showed
private sector growth was at a near
seven-year high while in France the
business boom showed no sign of
abating in January. 

However, investor morale in the
bloc deteriorated this month over
discontent with coalition negotia-
tions between German Chancellor
Angela Merkel’s conservatives and the cen-
ter-left Social Democrats (SPD). Still, Italian
business growth was at a 10-1/2 year high

while in Spain the service industry, worth
around half  of total  economic output,
expanded at its fastest pace in six months.

Those upbeat surveys stand in stark contrast
to a British PMI, which was at the bottom
end of a range of forecasts in a Reuters poll

and showed the UK economy slowed sharply
in January. “Following falls in the manufac-
turing and construction PMI surveys

released last week, the weak January
services sector survey will do little to
assuage fears that the economy lost
the momentum it gained in Q4 at the
start of 2018,” said Paul Hollingsworth
at Capital Economics.

Price rises 
Although inflation is still nowhere

near their target ceiling of 2 percent,
ECB policymakers halved their month-
ly asset purchases from January and
are expected to end the quantitative
easing program completely by the end
of the year. So they will be heartened

to see an index measuring prices charged
leapt to 54.8 from December’s 53.2, its high-
est since April 2011.

Higher energy prices proved a drag on
retail sales across the bloc in December,
which slipped 1.1 percent month-on-month.
IHS Markit said the PMI data, if maintained,
pointed to first quarter GDP growth of 1.0
percent, which would be the best since the
second quarter of 2010 and much faster than
the 0.6 percent predicted by a Reuters poll
last month.

Britain’s PMI points to an economic
expansion of just 0.3 percent, IHS Markit
said. Growth in the bloc is being supported
by a booming service industry. Its PMI
bounced to 58.0 from 56.6, surpassing the
flash estimate of 57.6 and chalking up its
highest reading since August 2007. That
growth was boosted by new business flood-
ing in at the fastest rate in over a decade.
The sub-index was 57.3, up from 56.7 the
month before to a level also not seen since
August 2007. — Reuters
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Global stock
markets selloff
accelerates

HONG KONG: Pedestrians walk past a stocks display board showing the Hang Seng Index at
32022.79, down 1.78 percent, after closing for lunch in Hong Kong yesterday. — AFP

Powell sworn in 
as 16th US Fed 
Reserve chair
WASHINGTON: Former investment banker
Jerome “Jay” Powell was sworn in yesterday
as the 16th leader of the US Federal Reserve,
taking a key role in overseeing the world’s
largest economy.

Perhaps the wealthiest Fed chair ever,
Powell, 65, takes the reins of monetary policy
just as a decade of economic recovery has
begun to crest, and as analysts are pointing to
challenges on the horizon.

Powell said he was committed to explaining
the Fed’s policy moves, a signal likely to be
welcomed by conservative lawmakers who
have called for the central bank to follow strict
formulas in setting interest rates  — a
requirement Fed officials have opposed.
Powell also said the banking reforms enacted
since the 2008 crisis made the financial sector
stronger. “We intend to keep it that way,” he

said in comments after taking the oath of
office. 

But he struck a note of balance, perhaps a
nod to the Trump administration priority to
reduce regulatory burdens in the economy.

“We will also work hard to make sure that
our regulation and supervision are efficient as
well as effective,” Powell said. “At the Federal
Reserve, we know that our decisions matter
for American households and businesses.”
Powell joined the Fed as a governor appointed
by then-President Barack Obama in 2012, the
year the Fed adopted a two percent target for
annual inflation.

Inflation has run below target since then,
allowing former Chair Janet Yellen to leave the
post amid low price pressures, steady growth
and rising employment. 

Despite her solid record, Yellen, the first
woman to lead the Fed, became the first Fed
chief in four decades not to be reappointed to
a second term. Powell, who is not an econo-
mist, takes over just as fears arise about fiscal
pressures following December’s massive tax
cut and concerns inflation may finally be
poised to heat up.

The new Fed chief is likely to make the first
of regular public appearances in the usual

semi-annual testimony before Congress later
this month, followed by his first press confer-
ence after the March policy meeting.

The Fed indicated in December it expects
to raise the benchmark interest rate three
times this year, and the first move is widely
expected to come in March. — AFP

WASHINGTON: Jerome Powell takes the oath of
office as he is sworn-in as the new Chairman of
the Federal Reserve (FED) by Randal Quarles Vice
Chair for Supervision, at the Federal Reserve
Building in Washington, DC, yesterday. — AFP

FRANKFURT AM MAIN: Germany’s powerful
metalworking union IG Metall returned to the
negotiating table with employers yesterday,
with the threat of strikes hanging over talks
after a week of walkouts.

The latest round of haggling will begin at 11
am (1000 GMT) in Stuttgart, capital of south-
western Baden-Wuerttemberg state, IG Metall
said in a statement. Around half a million work-
ers drawn from sectors as varied as carmaking,
electrical and electronic goods or metal pro-
duction downed tools last week in 24-hour

“warning strikes”, a new weapon the union has
added to its arsenal as it faces off against
employers. If no new deal emerges this week,
IG Metall could call an indefinite strike, not
seen in the sector since 2003. Union chief
Joerg Hoffman warned Friday that worker rep-
resentatives would not meet bosses again
unless they significantly improved their
response to the union’s demands for higher
pay and the right to temporarily switch to
part-time hours. IG Metall is negotiating on
behalf of around 3.9 million workers in a criti-

cal sector for Europe’s largest economy. Up to
now, business chiefs have offered a two-per-
cent pay rise in response to the union’s demand
for six percent. But the biggest sticking point
has been workers’ insistence on the right to cut
their hours to 28 per week for up to two years,
with employers topping up salaries for some of
those taking the option, for example to care for
children or relatives.

If the two sides reach an accord in prosper-
ous Baden-Wuerttemberg, home to industrial
giants such as Mercedes-Benz maker Daimler
or the world’s biggest car parts supplier
Bosch, the results could be extended to all of
Germany. The talks are under close scrutiny
from other labor groups including civil ser-
vants whose contracts are up for renegotiation
in the coming months. — AFP

German metalworkers return
to talks after week of strikes


