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China’s Q2 GDP growth softens 
as trade row stirs outlook fears

BEIJING: China’s economy expanded at a slower pace in
the second quarter as Beijing’s efforts to contain debt hurt
activity, while June factory output growth weakened to a
two-year low in a worrying sign for investment and
exporters as a trade war with the United States intensified.

The world’s second-largest economy grew 6.7 percent
in the last quarter year-on-year - matching expectations -
and looks set to meet the official 2018 growth target of
around 6.5 percent, though the trade row with
Washington, a slowing property market and lower ship-
ments have sharply increased the risks to the outlook.

“We expect growth in H2 to be challenged by the slow
credit growth and softer real estate activity. Also, the
intensifying trade conflict with the US will start to weigh
on growth,” Louis Kuijs, Head Of Asia Economics for
Oxford Economics in Hong Kong, wrote in a note.

The second quarter GDP figure was slightly below the
first quarter’s 6.8 percent, the National Bureau of Statistics
said yesterday, with net exports a drag on overall first half
economic growth.

As the trade tussle with Washington shows no signs of
ebbing and the external sector continues to weigh on
China’s economy, more timely monthly activity data indi-
cated growth was slowing at a faster pace going into the
second half of the year.

First-half growth in fixed asset investment - which
includes spending on new homes, factories, roads and
ports - was a record low, while industrial output for June
matched the slowest growth rate in over two years at 6.0
percent and missed forecasts of 6.5 percent expansion.

The data weighed on Asian markets, adding to concerns
about the impact from the Sino-US trade war on the global
economy and China. The Shanghai Composite index and the
blue-chip CSI300, the world’s worst-performing major
indexes this year, each fell over 0.6 percent. MSCI’s broadest
index of Asia-Pacific shares outside Japan fell 0.4 percent.

On a quarterly basis, growth picked up 1.8 percent
from 1.4 percent in the first quarter, beating expectations
of 1.6 percent growth, mainly supported by domestic
consumption. Despite slower factory output growth over-
all, China’s steel mills churned out record amounts of the
construction material in June as producers rushed to cash
in on hefty margins.

Slowdown risks, govt support 
China’s economy has already felt the pinch from a mul-

ti-year crackdown on riskier lending that has driven up
corporate borrowing costs, prompting the central bank to
pump out more cash by cutting reserve requirements for
lenders. Data on Friday showed China’s exports grew
solidly in June, though analysts suggest front-loading of
shipments ahead of tariffs taking effect may have boosted
the figures.

The administration of US President Donald Trump has
raised the stakes in its trade row with China, saying it
would slap 10 percent tariffs on an extra $200 billion
worth of Chinese imports. That threat came only days after
both countries slapped tit-for-tat tariffs on $34 billion
worth of each other’s goods.

The property market, a key economic driver, also
slowed, as property investment posted its weakest
growth in six months in June, with sales also cooling.
Faced with slowing domestic demand and the trade war
risks, Chinese policymakers have started to step up sup-
port for the economy and have softened their stance on
deleveraging.

Some analysts are calling for even stronger measures.
“If the situation gets worse a lot faster than what we
expect I do think Chinese authorities need to beef up
supportive measures, both fiscal and monetary,” said Iris
Pang, Greater China Economist at ING in Hong Kong.

Statistics bureau spokesman Mao Shengyong told
reporters yesterday that he expects more infrastructure
projects to be launched after Beijing completes its inspec-
tions on local government debt. But a sustained rebound
in infrastructure spending could indicate some backtrack-
ing on deleveraging, especially if credit growth also picks
up, likely exacerbating the country’s debt challenge.

Fixed asset investment in infrastructure grew 7.3 per-
cent in the first half of the year, compared to 21.1 percent
in the first half of 2017.

Consumer to the rescue?
China is looking to consumer spending to drive the

economy as it rebalances away from government-driven
investment and the export sector, but the evidence in the
first half was less encouraging than headline statistics

suggested. Final consumption contributed 78.5 percent of
first half growth, compared to 63.4 percent in the same
period last year, and higher even than in the first quarter,
when spending typically peaks due to the influence from
the Chinese New Year holiday.

But that data also includes government spending and is
pushed up when net exports are a negative factor as they
have been this year.

Retail sales growth picked up in June from May, but
year-to-date growth is down to 9.4 percent from 10.4
percent in the first half of last year. The surveyed jobless
rate in June was unchanged from May at 4.8 percent.

While economists are generally sanguine about China’s
slower growth trajectory, many are wary of the risks to
the outlook from the escalating trade dispute with the
United States.

“Uncertainty about the scale and composition of US
tariffs on China’s exports is already dampening business
confidence and delaying investment, especially cross-
border investment,” Oxford Economics’ Kuijs said. “If
the US and China do not resume talks in the next two
months or so, the conflict will escalate further, with
major economic implications for themselves and the
global economy.” — Reuters

FRANKFURT AM MAIN: German indus-
trial gases supplier Linde said yesterday it
would sell off much of its business in the
Americas, as it pursues competition
approval for its mega-merger with US
competitor Praxair. The group said in a
statement it would sell “the majority of its
gas  business in North America as well as
some activities in South America” to a
consortium between Germany’s Messer
Group, another gases producer, and
Luxembourg-based CVC Capital Partners.

Buyers will lay down $3.3 billion to
snap up Linde’s bulk gases business in the
United States and activities in Brazil,
Canada and Colombia, with combined
annual revenues of around $1.7 billion.

But the deal will only go ahead if
Linde’s merger with Praxair-a deal worth
around $65 billion that would create the
world’s biggest supplier of gases like oxy-
gen and helium-is itself given a green
light by competition authorities. “Linde
judges the disposal of these business
areas necessary to enable approval of the
planned merger by the relevant competi-
tion authorities,” the group said. The

German firm’s selloff of the Americas units
comes after concessions on Praxair’s side,
with the Connecticut-based firm saying
earlier this month it would sell its European
businesses to Japan’s Taiyo Nippon Sanso
for $5.9 billion.

Meanwhile, Linde and US-based
Praxair said they had agreed to sell the
American firm’s European gas business, in
a concession to Brussels competition
authorities probing their gigantic merger.

“Praxair... has signed an agreement to
sell the majority of its businesses in
Europe to Taiyo Nippon Sanso
Corporation” for five billion euros ($5.9
billion), the US firm said in a statement.

The units to be sold boast annual rev-
enues of “approximately 1 .3 bi l l ion
euros” from operations in 12 EU coun-
tries including France, Germany, Italy
and the UK and employ some 2,500
people, the statement continued.
Praxair’s deal with Taiyo Nippon Sanso
wil l  only go ahead if  the European
Commission approves its $65-billion tie-
up with Linde, which the two firms have
been pursuing since 2016. — AFP 
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CURRENCY BUY SELL
Europe

British Pound 0.394716 0.408616
Czech Korune 0.005677 0.014977
Danish Krone 0.043510 0.048510
Euro 0. 347213 0.360913
Georgian Lari 0.123101 0.123010
Hungarian 0.001008 0.001198
Norwegian Krone 0.033384 0.038584
Romanian Leu 0.059249 0.076099
Russian ruble 0.004842 0.004842
Slovakia 0.009060 0.019060
Swedish Krona 0.030127 0.035127
Swiss Franc 0.296502 0.307502

Australasia
Australian Dollar 0.217018 0.229018
New Zealand Dollar 0.199257 0.208757

America
Canadian Dollar 0.225427 0.234427
US Dollars 0.299450 0.304750
US Dollars Mint 0.299950 0.304750

Asia
Bangladesh Taka 0.003103 0.003904
Chinese Yuan 0.044041 0.047541
Hong Kong Dollar 0.036587 0.039337
Indian Rupee 0.003890 0.004662
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002613 0.002793
Korean Won 0.000258 0.000273
Malaysian Ringgit 0.071430 0.077430
Nepalese Rupee 0.002624 0.002964
Pakistan Rupee 0.001864 0.002634
Philippine Peso 0.005501 0.005801
Singapore Dollar 0.217047 0.227047
Sri Lankan Rupee 0.001610 0.002190

Taiwan 0.009806 0.009986
Thai Baht 0.008814 0.009384

Arab
Bahraini Dinar 0.789964 0.806464
Egyptian Pound 0.014332 0.020050
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423836 0.432836
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000250
Moroccan Dirhams 0.020565 0.044565
Omani Riyal 0.782123 0.787803
Qatar Riyal 0.079088 0.084028
Saudi Riyal 0.079860 0.081160
Syrian Pound 0.001287 0.001507
Tunisian Dinar 0.111034 0.119034
Turkish Lira 0.057097 0.067397
UAE Dirhams 0.081220 0.067397
Yemeni Riyal 0.000987 0.001067

EXCHANGE RATES

Infrastructure investment projects seen rising

Germany’s Linde sells off
Americas units over merger bid

BEIJING: People walk in an alley behind a commercial district in Beijing yesterday. — AFP

EU warns Airbnb 
to obey rules 
or risk fines
BRUSSELS: The European Union yester-
day warned holiday rental site Airbnb to
bring consumer terms in line with the bloc’s
rules or risk financial penalties.

The European Commission, the execu-
tive arm of the 28-nation EU, said it found
that some of Airbnb’s pricing and other
terms failed to meet EU guidelines. “Airbnb
has now until the end of August to propose
detailed solutions on how to bring its con-
duct in compliance with EU consumer leg-
islation,” the commission said.

Brussels said the firm failed to meet EU
guidelines on price transparency, with
some prospective customers seeing prices
increase as they proceeded with making a

reservation. It also said the terms did not
give consumers adequate protection in the
event of a booking cancellation by the
property owner. The European
Commission and EU national consumer
authorities would meet with Airbnb in
September if needed to tackle any remain-
ing concerns, it said. 

“If the company’s proposals are not
considered satisfactory, consumer authori-
ties could decide to resort to enforcement
measures,” it said.

EU Justice and Consumer Affairs com-
missioner Vera Jourova told a press confer-
ence the action might result “in different
sanctions” by the national consumer
authorities. In a decade, San Francisco-
based Airbnb has grown into a multi-billion
dollar firm competing with hotels by link-
ing online consumers with property own-
ers offering attractive prices.

“Popularity cannot be an excuse for not
complying with EU consumer rules,”
Jourova added. — AFP

Hedge funds 
remain quiet 
before oil 
price plunge
LONDON: Hedge fund managers made
few adjustments to their positions in the
petroleum complex in the week ending on
July 10, as the market remained calm -
before oil prices plunged the following day.

Hedge funds and other money man-
agers raised their net long position in
the six most important futures and
options contracts linked to petroleum

prices by just 6 million barrels in the
seven days to July 10. Net length
increased for the third week running but
the rise was much smaller than in the
week ending July 3 (+47 million barrels)
or June 26 (+36 million) indicating the
recent wave of position-building was
largely complete.

Portfolio managers cut net long posi-
tions in Brent (-10 million barrels) while
adding them in NYMEX and ICE WTI
(+1 million), US gasoline (+6 million), US
heating oil (+5 million) and European
gasoil (+4 million). The previous posi-
tion-building in WTI ran out of steam,
with fund managers adding just 1 million
barrels of net long positions, compared
with 41 million and 75 million in the two
prior weeks. — Reuters

Deutsche Bank 
beats earnings 
forecasts in Q2
FRANKFURT: Germany’s biggest lender
Deutsche Bank said yesterday it had far out-
stripped analysts’ estimates of its earnings in the
second quarter, but its bottom line remained
short of last year’s performance. The group said
it would report net income of “approximately
400 million euros” ($467 million) between April

and June — 10.5 percent lower than the same
period last year. But the result is much beefier than
predictions from analysts surveyed by data com-
pany Factset, who forecast net income of around
120 million euros. Meanwhile, Deutsche Bank said
second-quarter revenues would be stable year-
on-year, at around 6.6 billion euros-higher than
analysts’ forecast of around 6.4 billion.

“Management believes that these results
demonstrate the resilience of the franchise,” the
group said in a statement. Deutsche is looking to
project a refreshed, confident image to investors
under new chief executive Christian Sewing, who
replaced crisis firefighter John Cryan at the head
of the bank in April. After the group reported a

79-percent slump in profits in the first quarter, to
just 120 million euros, company lifer Sewing
announced it was time to “act decisively” by
slashing some activities at its flagship corporate
and investment banking division.

In future, Deutsche plans to reduce its pres-
ence in the United States and Asia in favour of
Europe and Germany and retreat from certain
trading activities. Shares in the group surged on
the preliminary results release in Monday morn-
ing trading, gaining 5.1 percent to trade at 10.10
euros by 0850 GMT in Frankfurt and topping
the DAX index of blue-chip German stocks. The
bank will publish its complete second quarter
results on July 25. — AFP 

Northrop Grumman 
upbeat on talks 
for German 
drone contract 
FARNBOROUGH:  Northrop Grumman Corp is
upbeat about the prospects for the sale of its
high-altitude Triton MQ-4C unmanned surveil-
lance system to Germany, but says the deal
could take several years to complete. Brian
Chappel, sector vice president and general man-
ager of autonomous systems at Northrop, said
the German government was working closely
with the U.S. Navy to move forward after the
State Department in April authorized the sale of
up to four drones worth up to $2.5 billion. 

Northrop and Airbus Defense and Space, a
unit of Airbus SE, have teamed up on the pro-
gram, to be called Pegagus in Germany, which
will help Germany beef up its surveillance capa-
bilities. The aircraft are launched from land and
can be programmed to fly autonomously as high
as 60,000 feet to gather a wide array of intelli-
gence data.

The German government plans to buy three
of the drones, equipped with sensors and a
mission system built by Airbus, with deliveries
to start in 2025, according to government
documents. The decision came after the messy
2013 cancellation of plans to buy a version of
Northrop’s Global  Hawk drone, after i t
became it clear it could cost up to 600 million
euros to get the new system approved for use
in civil airspace. 

Chappel said he was upbeat given that the
entire process - including preparations for cer-

tifying the drones’ use in civil airspace - was
moving forward more smoothly this time.  “The
German government understands what they
want,” Chappel told Reuters ahead of the
Farnborough air show. “We’re going to be very
careful and make sure we start a program that’s
going to be successful because nobody wants to
have a problem again.”

He said the groundwork had been laid on
both sides, and all the parties involved were
closely aligned to get the deal done. “All the
homework has been done ... getting it through

the contracting pipe is what we’re working on,”
he said. German government sources have said
it will be less costly to get aviation approval for
Triton since the process is being baked in from
the start of the program.

Northrop developed the Triton, a marine-
based variant of its Global Hawk, for the US
Navy under a contract awarded in 2008.
Australia last month said it would buy six of the
Triton remotely piloted aircraft to beef up its
maritime patrols, with the initial investment of
A$1.4 billion ($1 billion). — Reuters

FARNBOROUGH: Britain’s Defense Secretary Gavin Williamson speaks during the unveiling of a
model of a new fighter jet, a part of Team Tempest, at the Farnborough Airshow, south west of
London, yesterday. — AFP


