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US retail sales 
rise in January;
December revised
sharply lower
WASHINGTON: US retail sales unex-
pectedly rose in January, lifted by an
increase in purchases of building materi-
als and discretionary spending, but
receipts in December were much weaker
than initially thought.

The report from the Commerce
Department yesterday was welcome
news for the economy after a raft of
weak December data, as well as a sharp
moderation in the pace of job growth in
February. Still, January’s increase in retail
sales recouped only a fraction of
December’s plunge, leaving expectations
for a sharp slowdown in economic
growth in the first quarter intact.

“Sales managed only a tepid reversal
in January from December’s deep
freeze,” said Douglas Porter, chief econ-
omist at BMO Capital Markets in
Toronto. “While we expect some further
comeback in the next couple months, the
big story is that the economy’s big
engine is cooling.”

Retail sales rose 0.2 percent. Data for
December was revised down to show
retail sales dropping 1.6 percent instead
of tumbling 1.2 percent as previously
reported. The drop in December was the
biggest since September 2009 when the
economy was emerging from recession.

Economists polled by Reuters had
forecast retail sales to be unchanged in
January. Sales in January increased 2.3
percent from a year ago. The January
retail sales report was delayed by a 35-
day partial shutdown of the federal gov-
ernment that ended on Jan. 25.
February’s retail sales report, which was
scheduled for publication on Thursday,
will be released on April 1.

Excluding automobiles, gasoline,
building materials and food services,
retail sales rebounded 1.1 percent in
January after a downwardly revised 2.3
percent plunge in December. These so-
called core retail sales correspond most
closely with the consumer spending
component of gross domestic product.

They were previously reported to
have decreased 1.7 percent in December.
The downward revision to December
core retail sales could have an impact on
the government’s fourth-quarter gross
domestic product estimate. The govern-
ment reported last month that the econ-
omy grew at a 2.6 percent annualized
rate in the last three months of 2018.

However, December reports on the
trade deficit and construction spending
have led economists to believe the
fourth-quarter GDP growth estimate
would be revised lower when the gov-
ernment publishes its revision later this
month. Growth estimates for the first
quarter are below a 1.5 percent pace.
The government reported last Friday
that the economy created only 20,000
jobs in February, the fewest in nearly 1-
1/2 years.

Slowing job and economic growth
support the Federal Reserve’s “patient”

approach toward further interest rate
hikes this year. Fed Chairman Jerome
Powell reiterated the US central bank’s
stance on Sunday in a wide-ranging
interview with CBS’s 60 Minutes news
show. Powell said the Fed did “not feel
any hurry” to change the level of interest
rates again..

The dollar was trading slightly lower
against a basket of currencies. US
Treasury prices fell, while stocks on Wall
Street were mixed. In January, online and
mail-order retail sales increased 2.6 per-
cent, the biggest gain since December
2017. Sales at building material stores
increased 3.3 percent, the most since
September 2017. But receipts at auto

dealerships tumbled 2.4 percent in
January, the largest drop since January
2014, after gaining 0.3 percent in the
prior month.

Receipts at service stations fell 2.0
percent reflecting cheaper gasoline
prices. There were also declines in sales
at clothing and furniture stores, as well
as electronic and appliance shops.

Discretionary spending rose in
January, with sales at restaurants and
bars advancing 0.7 percent and pur-
chases at hobby, musical instrument and
book stores jumping 4.8 percent, the
largest increase since January 2013.
Sales at food and beverage stores gained
by the most since April 2016. —Reuters

NEW YORK: In this file photo, Pedestrians walk past Old Navy and GAP stores in
Times Square, in New York City. The US economy saw retail sales rebound slightly
in January but December’s sales were even worse than originally reported,
according to government data released yesterday. —AFP

Boeing stock
plunges after
Ethiopia crash, 
sending Dow lower
NEW YORK: Tumbling shares in US avi-
ation giant Boeing yesterday tore a hole
in the Dow Jones Industrial Average,
sending the benchmark index into the
red for a sixth day.

About five minutes into the day’s
trading, Boeing shares were down 11.7
percent at $373.23 following the most
recent crash of one of its aircraft in
Ethiopia. The Dow fell 153.81 points to
25,319.42, but the broader S&P 500 rose
0.3 percent to 2,758.27 and the tech-
heavy Nasdaq was up an even stronger
0.7 percent at 7,474.61.

The fatal crash of the Ethiopian Airlines
Flight ET302 — the second involving a
Boeing 737 Max 8 in five months-caused

airlines in three countries to ground all
flights involving the popular jet and cast
fresh safety concerns on the airline.
Shares in Southwest Airlines sank 2.12
percent while American Airlines lost 0.2
percent, United Continental gave up 0.8
percent. Briefing.com analyst Patrick
O’Hare said Boeing’s impact on the Dow
was not indicative of the performance of
the wider market. “The Dow Jones
Industrial Average is a price-weighted
average, and it just so happens that Boeing
is its highest-priced component, which
means it is going to have some outsized
influence on its performance,” he wrote.

Shares in iPhone maker Apple, which
gained 2.4 percent, were likely to offset
Boeing’s downward pressure after Bank
of America analysts upgraded the com-
pany’s stock, O’Hare said.

The Commerce Department mean-
while reported US retail sales had recov-
ered slightly after a dismal December.
Investors also likely were comforted by
the latest public remarks from Federal
Reserve Chairman Jerome Powell, who

told the weekly television news broad-
cast 60 Minutes the central bank was

likely to be patient before raising interest
rates again.  —AFP

GENEVA: An Embraer 190 commercial plane with registration OH-LKI of
nordic carrier Finnair is seen landing above a plane of low-cost carrier
Easyjet at Geneva Airport yesterday in Geneva. —AFP

Court ‘bars Ghosn 
from attending’ 
Nissan board
meeting
TOKYO: A Japanese court yesterday barred Carlos
Ghosn from attending a Nissan board meeting,
according to local media, as the bailed former
chairman prepares his defense against charges of
financial misconduct. Nissan removed Ghosn as
chief shortly after his shock arrest in November,
but he cannot be officially removed from his seat on
the board without an extraordinary shareholders’
meeting-expected to take place on April 8.

Both public broadcaster NHK and the Nikkei
business daily reported the decision but the court
could not be immediately reached for confirmation.
The Japanese carmaker is holding a board meeting
on Tuesday in Yokohama, near Tokyo. And Ghosn’s
lawyer Junichiro Hironaka said earlier yesterday
that his client “had a duty” to attend the board
meeting and wanted to do so-if the court gave the
green light.

Ghosn was released on March 6 on bail of nearly
$9 million. Under the terms of his release, he is for-
bidden from contacting people who could be
involved in his case, including Nissan executives
likely to attend board meetings, such as CEO Hiroto
Saikawa.

Other conditions of Ghosn’s bail include living in
a residence monitored from outside by camera. He
can only access a non-internet connected comput-
er at his lawyer’s office.

The former high-flying auto tycoon stepped
out of a Tokyo detention center after more than
100 days. —AFP

DUBAI: Saudi Arabia plans to cut its crude oil
exports in April to below 7 million barrels per day
(bpd), while keeping its output well below 10 million
bpd, a Saudi official said yesterday, as the kingdom
seeks to drain a supply glut and support oil prices.
State-owned Saudi Aramco’s oil allocations for April
are 635,000 bpd below customers’ nominations,
which are the requests made by refiners and clients
for Saudi crude, the official said.

“Despite very strong demand from international
waterborne customers at more than 7.6 million bpd,
customers were allocated less than 7 million bpd,”
the official said, adding that Saudi exports in March
would also be below 7 million bpd.

Oil prices have been supported this year by out-
put cuts by the Organization of the Petroleum
Exporting Countries and its allies. US sanctions on
the oi l  industr ies  of  OPEC members Iran and
Venezuela have also tightened supplies. 

Benchmark Brent climbed above $66 a barrel yes-
terday, helped by comments by Saudi Oil Minister
Khalid Al-Falih that an end to OPEC-led supply cuts
was unlikely before June and a report showed a fall
US drilling activity. April allocations by Aramco
show “a deep cut of 635,000 bpd from customer
requests for its crude oil,” the Saudi official said.

“This will keep production well below 10 million
bpd in April,” the official said, adding that this was
also below the 10.311 million bpd that the kingdom
had agreed as its production target under the

OPEC-led deal on cutting supplies. OPEC, Russia
and other producers, known as OPEC+, agreed in
December to reduce supply by 1.2 million bpd from
Jan. 1 for six months.

“Saudi Arabia is demonstrating extraordinary
commitment to accelerating market rebalancing,” the
official said, adding that the kingdom expected oth-
er OPEC+ countries to show similar levels of contri-
butions and high conformity to agreed cuts.

The Saudi energy minister said on Sunday that
March oil output was 9.8 million bpd and the coun-
try, OPEC’s biggest producer, planned to keep its
April output at the same level.

Saudi Arabia’s oil production in February fell to
10.136 million bpd, a Saudi industry source told
Reuters on Friday, down from 10.24 million bpd in
January. Saudi crude exports to the US market have
slowed in past weeks, according to the International
Energy Agency, while Asia’s crude demand is set to
drop in the second quarter due to seasonal refinery
maintenance which would limit supply.

Saudi Aramco plans to shut its Yanbu oil refinery for
planned maintenance for one month from early March. 

US exports
Crude production is set to continue expanding in

the United States thanks to shale oil, with the coun-
try becoming a net exporter from 2021, a develop-
ment which should reinforce global energy security,
the IEA said yesterday.

“The second wave of the US shale revolution is
coming,”  Fatih Birol, the executive director of the
International Energy Agency, said in a statement.
New technology that allows for extracting oil and
gas from shale rock formations has led to a boom
in oil production in the United States in recent
years. With low production costs, that boom is set
to continue. 

The IEA forecasts the United States will account
for two-thirds of the increase in global oil produc-
tion and some three-quarters of the expansion of
liquefied natural gas (LNG) over the next five years.  

This will help the United States surpass Russia
and nip at the heels of Saudi Arabia as the world’s
top exporter. “This will shake up international oil
and gas trade flows, with profound implications for
the geopolitics of energy,” said Birol.

Rising US shale production was one of the main
drivers in the collapse in oil prices in 2014, from
which the oil industry is just recovering.  Production
outside the OPEC oil cartel is set to continue rising,
according to the IEA, which sees it climbing by 6.1
million barrels per day (mbd) to 68.7 mbd in 2024.
In addition to the United States, both Brazil and
Norway are expected to increase output.

Meanwhile, OPEC output is expected to dip in
2019 and 2020, before resuming modest growth to
32 mbd in 2024. Overall, global output is expected
to rise by 5.9 mbd by 2024, with output in Iran
expected to  drop due to  US sanct ions  and

Venezuela thanks to its deep economic crisis.
The IEA also sees growth in demand for oil to

ease, in particular due to slowing expansion in
China. Nevertheless, it sees demand increasing by
an annual average of 1.2 mbd to 2024. 

China and India will still account for nearly half
of  the global  increase in oi l  demand, which is
expected to rise by 7.1 mbd to 106.4 mbd in 2024.
Moreover, the IEA continues to see no peak in oil
demand. 

The petrochemicals sector and jet fuel will be the
key drivers of growth, “more than offsetting a slow-
down in gasoline due to efficiency gains and elec-
tric cars”, said the IEA.  —Agencies

US set to become net exporter of oil: IEA

Saudi to cut oil exports in April,
OPEC to maintain output policy

Turkey tumbles 
into recession 
as polls loom
ANKARA: Turkey’s economy fell into its first recession in a
decade, official data showed yesterday, just weeks before
President Recep Tayyip Erdogan’s government faces local
elections where growth and inflation will be key issues for
voters. Economic output contracted by 2.4 percent in the final
three months of the year compared to the third quarter on a
seasonally and calendar-adjusted basis, the Turkish Statistics
Institute (TUIK) said. That followed a revised 1.6 percent con-
traction in the third quarter. Two consecutive quarter-on-
quarter contractions in economic output is widely considered
to be the definition of a recession. The flagging economy cou-

pled with a currency crisis last year that battered the lira are
sensitive issues for Erdogan and his ruling Justice and
Development Party (AKP) before the municipal vote on
March 31.  The Turkish leader, in power since 2003 first as
prime minister and then as president, has often boasted of the
country’s strong growth during his time in government.

Growth came in at 2.6 percent for 2018 overall, but that
was still much lower than the 7.4 percent recorded in 2017,
a turbulent period following the 2016 failed coup and ter-
ror attacks. The economy shrank by 3 percent in the fourth
quarter of 2018 compared with the same period the previ-
ous year.

Inflation still high 
Inflation has also remained high. It struck a 15-year

peak in October at 25.24 percent before falling below
20 percent in February, with food prices hit particular-
ly hard. Erdogan’s government has sought to curb con-
sumer prices, especially for produce consumed every-

day in Turkish households. Turkish authorities last
month set up their own vegetable stands in a bid to
force markets to lower food prices.

But analysts said economic data showed inflation
was still weighing on household consumption, and
domestic demand was weak. Turkish Finance
Minister Berat Albayrak, who is also Erdogan’s son-
in-law, said on Twitter the data was as expected, but
“the worst is behind us”.That analysis was shared to
some extent by the London-based Capital
Economics research firm, but they offer cold comfort
for Turkey’s economic outlook.

“While the worst of the downturn may now have
passed, the weak carryover means that we expect
GDP to decline by 2.5 percent this year,” said Jason
Tuvey, senior emerging markets economist at Capital
Economics. Albayrak blamed the recession on “spec-
ulative attacks” and the current global economic
slowdown. —AFP

Zimbabwe CB 
head hints at 
more weakening 
of new currency
HARARE: Zimbabwe’s central bank governor yesterday said
the exchange rate for the new transitional currency is unlikely
to remain at 2.5 per US dollar by the time tobacco auctions
open next week, suggesting the local unit will be devalued fur-
ther. The southern African nation faces a dearth of dollars that
has caused shortages of fuel, drugs and food and hobbled an
economy yet to recover from the disastrous rule of Robert
Mugabe, who was removed in a coup in 2017. The Reserve
Bank scrapped its discredited 1:1 dollar peg for surrogate
bond notes and electronic dollars last month, merging them
into a lower-value transitional currency called the RTGS dol-
lar, which has been stuck at a rate of 2.5 to the greenback.
Many companies have, however, continued to hold onto their
dollars waiting for the RTGS rate to weaken further, while
most individuals sell their greenbacks on the black market,
where US$1 bought 3.8 RTGS dollars yesterday.

Central bank chief John Mangudya said the official
exchange rate was expected to change by the time auctions
for tobacco, Zimbabwe’s second-largest earner of foreign
currency after mining, open on March 20. “We do believe
that before or on that date the rate will have reached its equi-
librium. We don’t believe it will still be 2.5 (to the US dollar),”
Mangudya said.

Mangudya maintained that the market would determine
the exchange rate, after accusations of manipulation by the
central bank. But he ruled out a sharp devaluation, which he
said would result in a further spike in annual inflation. The
governor said average annual inflation was expected to fall to
10 to 15 percent by the end of this year. He also said that any
huge salary increases for public workers would add to infla-
tionary pressure. —Reuters


