
SEOUL: International Air Transport Association (IATA) chief executive Alexandre de Juniac (right) poses with Qatar Airways chief executive Akbar Al Baker (center) and Korean Air chief executive Walter Cho (left) during a
press conference after the opening session of the annual general meeting of IATA in Seoul yesterday. —AFP
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SEOUL: The intensifying US-China trade war and rising
fuel prices will continue to bog down airline profits this
year, the International Air Transport Association said
yesterday.

The warning came at the annual meeting of global
airlines in Seoul, where it was revealed that 2019’s col-
lective net profit was forecast to be $28 billion, down
from an outlook of $35.5 billion released in December.
The grim outlook was driven by rising costs across the
board, including labor, fuel and infrastructure, the IATA
said, adding the worsening trade war between the two
world powers was not helping.

“Weakening of global trade is likely to continue as
the US-China trade war intensifies,” said IATA chief
executive Alexandre de Juniac. “This primarily impacts
the cargo business, but passenger traffic could also be
impacted as tensions rise,” he added. The world’s top
two economies have been locked in a trade war since
last year, swapping tit-for-tat duties on hundreds of bil-
lions of dollars’ worth of goods and sending markets

into a tailspin. The fallout has reached far beyond their
shores, with manufacturing in many export-dependent
Asian economies taking a hit. Brian Pearce, chief econo-
mist at the IATA, forecast “zero growth at best” for air
cargo traffic this year, noting the impact of the trade tar-
iffs imposed in the first half of 2018.

‘Reputation in the spotlight’ 
The Asia-Pacific region, which accounts for around

40 percent of global air cargo traffic, was “clearly under
pressure”, he added. “Cargo is such an important fea-
ture that the weakness in trade and the risk surrounding
trade will mean profitability will be weaker in this
region,” Pearce said. He painted a “mixed picture” for
the region, noting that Asian countries-notably India
and China-will lead a “reasonable” five-percent global
growth in the passenger business. Pearce did not rule
out a possible industry recession but pointed to the rise
in air travel demand and said: “At the moment it doesn’t
look like we are going to have one in 2019.”

This year’s meeting of the IATA, which represents
some 290 airlines comprising 82 percent of global air
traffic, comes after two crashes in October and March
that left hundreds of people dead. Both accidents
involved Boeing’s 737 MAX 8 jetliners, turning the
world’s largest aircraft maker into a liability that put the
industry’s “reputation in the spotlight”, de Juniac said.
The 737 MAX 8 was grounded by US authorities in
March, following in the footsteps of several other coun-
tries. Multiple airlines have indicated they will seek
compensation for the fact they could not use the 737
MAX 8 planes in their fleets. Pearce, the IATA chief
economist, played down the economic impact of the US
jetliner’s grounding on the industry, noting the 737
MAX 8 accounted for “less than two percent” of the
global fleet.

“So it’s actually fairly minor,” he said. “It’d be more
important to some airlines... but it hasn’t been a driving
factor.” The IATA chief said last week the troubled jet-
liner will remain grounded for at least 10 to 12 more

weeks, saying the decision was in the hands of the regu-
lators. Prior to the two crashes which killed 346 people,
airline regulators worldwide generally recognized certi-
fications issued by their peer in the country where the
aircraft was built, which in this case was the US Federal
Aviation Administration (FAA).

Following the crashes however, the Seattle Times
reported that the FAA had delegated part of the certifi-
cation process for the plane to Boeing engineers. “Trust
in the certification system has been damaged-among
regulators, between regulators and the industry and
with the flying public,” de Juniac said yesterday.

“While Boeing and the US Federal Aviation
Administration are at center-stage, the close collabora-
tion of counterpart manufacturers and civil aviation
authorities around the world are essential,” he added.
Acting FAA Administrator Daniel Elwell said after a
meeting on May 23 that his administration was more
focused on making sure the 737 MAX 8 was safe than in
drawing up a timetable for its return to service. —AFP
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China says trade 
war ‘has not 
made America 
great again’
BEIJING: Washington’s escalating trade war
with Beijing has not “made America great again”
and has instead damaged the American econo-
my, China said yesterday, warning that while it
wants resolution through talks there will be no
compromise on core principles. Beijing’s broad-
side is the latest act in a bruising conflict
between the world’s top two economies that has
spooked markets and sparked fears about the
global economy.

With trade talks stalled, the dispute has
intensified in recent weeks with US President
Donald Trump imposing fresh tariffs on imports
from China and moving to blacklist Chinese tech
titan Huawei over national security concerns.
“The (US) tariff measures have not boosted
American economic growth. Instead, they have
done serious harm to the US economy,” the
Chinese government said in a white paper,
pointing to what it described as increased pro-
duction costs and consumer prices in the United
States and threats to economic growth.

“The trade war has not ‘made America great
again’,” it said, referring to Trump’s political

slogan made famous during his 2016 presiden-
tial campaign.

The white paper’s release came a day after
China hit $60 billion worth of US goods with
new punitive tariffs ranging from five to 25 per-
cent, in retaliation for Washington raising duty
on $200 billion in Chinese goods to 25 percent.
Trump launched the trade war last year in a bid
to reduce the US trade deficit with China and
force Beijing to undertake economic reforms,
accusing it of seeking to dominate global indus-
tries with unfair state subsidies and of acquiring
American technology through theft or forced
transfers. Since Trump fired the first shot, the
two countries have exchanged tit-for-tat tariffs
on two-way trade worth hundreds of billions of
dollars. The resulting conflict has gutted US
farm exports to China, and weighed on the man-
ufacturing sectors in both countries.

While both sides have sought to find a reso-
lution through several rounds of negotiations,
they appear to have stalled after the latest
meetings ended without a deal.

Beyond tariffs 
American negotiators have alleged their

Chinese counterparts reneged on previous com-
mitments, but China said Sunday the US should
bear “sole and entire responsibility” for the set-
back in negotiations, accusing Washington of
repeatedly changing its demands.

Despite the tensions, China has reiterated
that it wants to resolve trade issues through
talks. “On the trade friction started by the US: if
the US wants to talk, we will keep the door

open. If they want to fight, we are ready,”
Chinese defense minister General Wei Fenghe
told an international security dialogue in
Singapore yesterday. And the white paper said:
“China does not want a trade war, but it is not
afraid of one and will fight one if necessary.”

With trade talks stalled, the dispute appears
to be spreading beyond tariffs.

Beijing has said it will unveil its own list of
“unreliable entities”, apparently in response to
the US blacklisting of Huawei over national
security concerns, specifically over possible
links to China’s military. The company has dis-
missed such fears, and Wei echoed that yester-
day. “Do not think that because the head of
Huawei used to serve in the military, then the
company that he built is part of the military,” he
said. China’s deputy commerce minister Wang
Shouwen said yesterday that Beijing’s list will
target companies that “violate market princi-
ples”, cut supplies to or block Chinese enter-
prises, and “whose actions affect China’s nation-
al security”. He did not say when the list will be
published or what kind of penalties will be
imposed on such firms. Chinese state media
have also dangled the threat of cutting exports
of rare earths to the United States-a key
resource used in the production of everything
from smartphones to military hardware.

There are hopes that Trump and Chinese
President Xi Jinping will meet at the G20 sum-
mit this month to ease tensions and jumpstart
trade negotiations. But Wang said he had no
information when asked about the meeting at a
press conference yesterday —AFP

Saudi CB warns 
global slowdown 
may hit growth
ABU DHABI: Saudi Arabia’s economy
is expected to pick up in 2019 but a
global economic slowdown and its
potential impact on the global oil
market could impact growth, the
Kingdom’s central bank said.

Saudi Arabia’s economy grew by
2.2 percent in 2018, driven by the oil
sector, compared to a decline of 0.7
percent in 2017, the Saudi Arabian
Monetary Authority (SAMA) said in a
report.

The main risk for the Saudi econo-
my comes from its exposure to the
global  oi l  market . The oi l  sector
accounts for some 45 percent of
Saudi GDP and more than 63 percent
of government revenue. “There have
been recent signs of slowing global
growth, which could indirectly impact
the Saudi  economy,” the report
warned. “Continued structural
reforms will likely place some pres-
sure on economic growth in the
short-term,” it added, without giving
a forecast for 2019.

In April the International Monetary
Fund (IMF) estimated that Saudi eco-
nomic growth in 2019 may be slightly
higher than its earlier 1.8 percent
forecast due to the faster expansion
of the non-oil sector compared to the
wider economy

The Saudi central bank governor
told Reuters in April that Saudi eco-
nomic growth in 2019 would be “no
less than 2 percent”. For the non-oil
sector, growth is expected to be stim-
ulated by expansionary fiscal policy
as the budget for 2019 shows a signif-
icant increase in capital expenditure
by 245 billion Saudi riyals ($65.3 bil-
lion), the report said.

Saudi Arabia’s s non-oil sector saw
modest growth of 1.7 percent in 2018
versus 1 percent in the previous year,
SAMA said. The country’s estimated
budget deficit was 136 billion Saudi
riyals or 4.6 percent of GDP in 2018
compared to the 9.3 percent deficit in
the previous year. Government rev-
enues grew to 895 billion riyals in
2018, up 30 percent over the previous
year, i t  added. Non-oil  revenues
totalled 287 billion riyals, a rise of 90
percent on the previous year, with
more than half coming from tax rev-
enues, while government expenditure
rose by 11 percent to 1 trillion riyals in
2018. —Reuters


