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Trade wars 
hit BASF as 
virus looms
FRANKFURT: German chemical giant
BASF on Friday said global trade ten-
sions hit 2019 sales, with the auto sector
especially affected, and pointed to a
“significant impact” ahead from the new
coronavirus.

“2019 was a challenging year with
strong economic headwinds,” including
both trade wars and other sources of
uncertainty such as Brexit, chief execu-
tive Martin Brudermueller said in a
statement. BASF sales fell 1.5 percent to
59.3 billion euros ($65.3 billion), while
operating, or underlying profit slumped
sharply. But the group’s net profit
jumped almost 80 percent, to 8.4 billion
euros, thanks to a one-off effect related
to the merger of its oil and gas business
Wintershall with DEA.

Looking ahead to 2020,
Brudermueller warned that “the coron-
avirus has added a new factor that is

considerably hampering growth... espe-
cially in China,” reducing demand and
interrupting production.

“We do not expect the corona effects
to be fully offset” in any rebound later in
the year, he added.

While most customer industries
should grow, “for the automotive indus-
try... we anticipate a continued decline in
production,” Brudermueller said.
Looking to BASF’s different segments,
profits at its basic chemicals division fell
by half, while the slide was even steeper
at the materials unit, which makes inputs
for client industries slammed by the US-
China trade conflict such as carmakers
and electronics producers.

More specialised “downstream” areas
were able to boost operating income,
including its catalysts and coatings busi-
ness, industrial chemicals, nutrition and
pharma and agriculture.

BASF’s agriculture business in partic-
ular “performed very well”, CEO
Brudermueller said, after it acquired
activities from former rival Bayer which
was forced by competition authorities to
divest as part of its takeover of US seeds
and pesticides maker Monsanto.

The Ludwigshafen-based group said

it was accelerating a job cuts scheme set
to reduce its worldwide payroll by
6,000 positions by the end of 2021. After
3,100 departures last year, dropping
headcount to 117,600, the goal should
now be reached by the end of 2020,
BASF said. BASF aims to lift sales this

year to 60-63 billion euros, slightly high-
er than in 2019, while operating profit
not including special items should be
between 4.2-4.8 billion, after 4.5 billion
last year. The group said it would
increase its dividend for 2019 by 10 euro
cents, to 3.30 euros.  —AFP

LUDWIGSHAFEN: The logo of German chemical giant BASF is seen on flags flutter-
ing in front of the company’s headquarters in Ludwigshafen, western Germany, on
February 28, 2020. —AFP

China Feb factory 
activity contracts 
at record pace 
BEIJING: Factory activity in China con-
tracted at the fastest pace ever in
February, even worse than during the
global financial crisis, highlighting the
colossal damage from the coronavirus
outbreak on the world’s second-largest
economy. China’s official Purchasing
Managers’ Index (PMI) fell to a record
low of 35.7 in February from 50.0 in
January, the National Bureau of
Statistics said yesterday, well below the
50-point mark that separates monthly
growth from contraction.

Analysts polled by Reuters expected
the February PMI to come in at 46.0.
The somber readings provide the first
official snapshot of the Chinese econo-
my’s state since the outbreak of the
coronavirus epidemic which has killed
almost 3,000 people in mainland China
and infected about 80,000.

The data foreshadows that the eco-

nomic disruption from the virus will
likely extend to the whole first quarter
of 2020 since the disease outbreak has
caused widespread transport curbs and
required tough public health measures
that have paralyzed economic activity.
“We expect year-on-year growth in all
activity data to be negative in January-
February as China’s economy has been
severely constrained since 23 January,”
said analysts at Nomura in a note after
the data release, citing the extended
Lunar New Year holiday and the slow
resumption of businesses.

Nomura now expects first-quarter
growth to be 2 percent year-on-year
while Capital Economics estimates
China’s economy would contract out-
right in year-on-year terms this quarter,
the first time since at least the 1990s. A
sub-index of manufacturing production
nosedived to 27.8 in February from
January’s 51.3 while a reading of new
orders plunged to 29.3, down from 51.4
a month earlier.

New export orders received by
Chinese manufacturers also declined at
the fastest pace in years, with the NBS
warning of mounting pressure on

exporters from delayed shipments and
cancelled orders.

Labour conditions remained tight
amid travel restrictions with a sub-
reading for employment falling to 31.8

from 47.5. Analysts are warning the
spread of the coronavirus to other
countries will impact global supply
chains and l imit the recovery for
Chinese manufacturers. —Reuters

This photo taken on Friday, shows workers sewing at factory making haz-
ardous material suits to be used in the COVID-19 coronavirus outbreak, at
the Zhejiang Ugly Duck Industry garment factory in Wenzhou. —AFP

Cooling US consumer 
spending, inflation 
put spotlight on Fed 
WASHINGTON:  US consumer spending slowed in
January and could lose further momentum as the
fast-spreading coronavirus outbreak, which has
sparked a stock market sell-off and revived fears of
a recession, causes households to tighten their
purse strings. Other data on Friday showed the
goods trade deficit contracted sharply last month
as both imports and exports declined. While the
narrowing goods trade deficit could be a boost to
the calculation of gross domestic product, a lot
depends on how the coronavirus unfolds in the
United States.

The coronavirus epidemic, which has killed
nearly 3,000 and infected at least 80,000 people,
most of them in China, is viewed by financial mar-
kets as the catalyst that could interrupt the
longest economic expansion on record, now in its
11th year. Federal Reserve Chair Jerome Powell
sought to calm financial markets on Friday saying
“the fundamentals of the US economy remain
strong.” Powell also acknowledged that “the
coronavirus poses evolving risks to economic
activity,” and said the US central bank would “use
our tools and act as appropriate to support the
economy.” The Fed bank cut interest rates three
times in 2019. Financial markets have fully priced
in a 25 basis points rate cut at the Fed’s March.
17-18 policy meeting, according to CME Group’s
FedWatch Tool.

“Consumers shielded the economy from global
headwinds for most of 2019 but they won’t prove
immune to the coronavirus outbreak,” said Lydia
Boussour, a senior US economist at Oxford
Economics in New York. “Persistently low inflation
bolsters the case for a Fed rate cut as soon as
March given the sharp tightening in financial con-
ditions.” —Reuters

WASHINGTON: The US Federal Reserve stands ready
to take action to counter the risks posed by the novel
coronavirus crisis, the central bank’s chairman Jerome
Powell said Friday, while insisting that the US economy
remains in a good position.

The rare unscheduled formal statement, released as
concerns mount that the virus’s worldwide spread could
derail global growth, seems to rule out an emergency
interest rate cut over the weekend, but is a sign President
Donald Trump may soon get what he has been demand-
ing: lower borrowing rates.

Repeating his message of recent weeks, Powell said:
“The fundamentals of the US economy remain strong.”
But faced with plunging stock markets as Wall Street
suffers its worst week since the 2008 global financial cri-
sis, he acknowledged that the coronavirus “poses evolv-
ing risks to economic activity.”

The Fed is “closely monitoring developments and their
implications for the economic outlook,” Powell said. “We
will use our tools and act as appropriate to support the
economy.” Amid the growing but still uncertain impacts
of the COVID-19 outbreak on the world’s largest econo-
my, markets are betting on as many as two interest rate
cuts in 2020; a short while ago, there were none on the
horizon. Trump, who is seeking re-election this year and
is counting on a strong economy, has regularly attacked
the Fed and Powell, demanding lower rates. “I hope they
get involved soon,” he told reporters, adding: “I’m not a
big fan of the Fed. I think they make a lot of mistakes.” 

‘Magical thinking’ 
He has acknowledged the epidemic will likely prevent

US growth from reaching three percent in 2020, as he
had promised, but on Friday said the stock markets will
recover if he is reelected. “You’ll see a rise in the stock
market like you haven’t seen before.”

The Fed cut the benchmark lending rate three times

last year, leveling out at a range of 1.5-1.75 percent, and
since December had been saying the economy was in a
good place and it would take a “material change” to the
outlook for the central bank to move again. The outbreak
of the new coronavirus, which accelerated this week,
could be a game-changer, even though Trump has con-
tradicted experts by saying “the risk to the American
people remains very low.”

Health officials have confirmed only 15 cases in the
United States so far-just three of which are not related to
travel-but warned that a wider outbreak is inevitable.
More than 84,000 people have been infected with the
virus worldwide, and over 2,800 have died, according to
data from official sources compiled by AFP.

And St Louis Fed President James Bullard said Friday
a rate cut is “a possibility” if the epidemic becomes a
pandemic, but “that’s not the baseline case.” Former Fed
board member Kevin Warsh argued for emergency
action by major central banks as soon as this weekend,
but such a dramatic move appears unlikely. But
European Central Bank chief Christine Lagarde has
downplayed the chances of imminent action, telling the
Financial Times the epidemic was not yet at the stage
where it would have a lasting economic impact. “But we
are certainly not at that point yet,” she said.

Inoculate the economy 
Would lower interest rates inoculate the US economy

against a downturn? 
Central banks including the Fed slashed rates to zero

at the start of the 2008 financial crisis, but Warsh said
they should have acted more quickly, which is why he is
now calling for an immediate emergency rate cut.
Economist James Grant said the intense focus on the
Fed is a kind of “magical thinking,” since the US central
bank cannot reopen factories or provide spare parts
from China.

Former Fed chair Janet Yellen agreed an interest rate
moves is “not a cure-all.” A rate cut “would provide a lit-
tle bit of support to consumer spending and to the US
economy and to financial markets,” Yellen said this week.
But with interest rates already low, the Fed has little

room to maneuver to support growth in the event of an
economic slowdown. “The worry I have is that Mr.
Powell will panic again and use up the last of his key
weapon, lower interest rates,” economist Joel Naroff said
in an analysis. —AFP

Powell insists US economy remains in a good position

US Fed ready to take action to
inoculate economy from virus

NEW YORK: Traders work on the floor of the New York Stock Exchange (NYSE) in New York City. 

Canada economic 
growth slows to 
0.3% in Q4 2019
OTTAWA: Canadian economic growth slowed to 0.3
percent in the last quarter of 2019, the government
reported Friday, but still beat forecasts slightly. Gross
domestic product (GDP) had been widely expected to
fall to 0.2 percent from the previous quarter.

Added to previous data, the annual growth rate last
year fell to 1.6 percent from 2.0 percent in 2018, said
Statistics Canada. The government statistical agency
blamed several factors for the results, including pipeline
shutdowns, poor harvest conditions, and rail trans-

portation strikes in the last three months of 2019.
Impacts from a US auto workers strike were also felt by
Canada’s motor vehicle and parts manufacturers, which
rely on a highly integrated continental supply chain.

And many businesses have been touched by “contin-
ued global trade tensions and market uncertainty,” said
Statistics Canada. A strong rise in Canadian spending
on services, including on rent, food and drinks, airfare
and telecommunications services, helped to stave off a
potential shrinking of the economy, the agency said. But
outlays on durable goods were flat.  At the same time,
the housing market softened, business investment fell
(notably in aircrafts, trucks and buses), and export vol-
umes fell for a second consecutive quarter while
imports were down for a third quarter in a row.

Export volumes, according to Statistics Canada,
weakened substantially in farm and fishing products
crude oil and bitumen, and passenger cars and light

trucks. Declines in imports including aircraft, passenger
cars and light trucks and industrial machinery, mean-
while, outpaced increases in areas such as travel services
and commercial services. “The surprise was that there
was no surprise in the Q4 GDP report,” commented
CIBC analyst Avery Shenfeld, adding that it was largely
in line “with what the Bank of Canada was looking for.”

He warned, however: “Households aren’t in a great
position to carry the economy on their own, given a still
low 3.0 percent savings rate.” A bump in December
helped by better-than-expected factory and resource
sector output would normally be seen as “a good hand-
off for Q1,” Shenfeld said. “But that goes out the win-
dow given the new issues with global growth and yet
more rail disruptions in February.” As such, he said
Canadians should expect the central bank to cut its key
lending rate in April-or sooner if markets continue to
dive on fears of a novel coronavirus pandemic. —AFP

Central banks may 
mount a rescue
PARIS: Cratering markets are pushing global central
banks to the point they all warned against and worried
about, of an evolving global economic shock hitting at a
time when their capacity to respond in force is in doubt
even as investors hound them for action.

Buffeted by a global trade war, monetary policymakers
were already spending down their “ammunition” to keep
a sluggish world economy from slipping further, only to
now face a new and unexpected blow from the rapidly
spreading coronavirus that has sowed fear worldwide.

On Friday afternoon, Federal Reserve Chair Jerome
Powell issued a statement in which he said that while
the US economy remained strong, the virus ‘posed an
evolving risk’ and the Fed stood ready to take action if
needed. “The Federal Reserve is closely monitoring
developments and their implications for the economic
outlook. We will use our tools and act as appropriate to
support the economy,” Powell said.

How much central banks can do remains the central
question. The Federal Reserve’s interest rates are already
at low levels, trimmed three times last year as the Trump
administration roiled markets in a trade battle with China.
The European Central Bank and the Bank of Japan, with
interest rates below zero, may particularly struggle for a
response effective against the type of trouble stemming
from the coronavirus. —Reuters


