
Huawei says US  
chip curbs hit 
global economy 
 
SHENZHEN: Chinese technology giant Huawei yester-
day assailed the latest US move to cut it off from semi-
conductor suppliers as a “pernicious” attack that will 
sow chaos in the global technology sector and other 
industries. The Commerce Department said on Friday 
it was tightening sanctions on Huawei—seen by 
Washington as a security risk—to include denying 
access to semiconductor designs developed using US 
software and technology. 

The company had withheld immediate comment, 
but came out swinging yesterday. “The decision was 
arbitrary and pernicious and threatens to undermine 
the entire (technology) industry worldwide,” a Huawei 
spokesman said. 

Huawei, which has largely weathered an escalating 
18-month campaign by the Trump administration to 
isolate it internationally, said its business “will 
inevitably be affected” by the new American salvo. 

It will “impact the expansion, maintenance and con-
tinuous operations of networks worth hundreds of bil-
lions of dollars that we have rolled out in more than 
170 countries”. The statement was issued during an 
annual summit of technology analysts that it organizes 
at its headquarters in the southern Chinese city of 

Shenzhen. But it added: “This decision by the US gov-
ernment does not just affect Huawei. “It will have a 
serious impact on a wide number of global industries” 
by creating uncertainty in the chip sector and technol-
ogy supply chains. Officials said Huawei had been cir-
cumventing sanctions by obtaining chips and compo-
nents that are produced around the world based on 
US technology. – AFP 

TOKYO: Pedestrians walk on a crossing in Tokyo yesterday. Japan dived into its first recession since 2015, according to official data yesterday with the world’s third-largest economy 
shrinking by 0.9 percent in the first quarter as it wrestles with the fallout from the coronavirus. – AFP 
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Thai economy slips  
into recession 

Output crash and demand revival  
offer hope to falling oil market 

TOKYO: Japan dived into its first recession since 2015, 
according to official data yesterday with the world’s 
third-largest economy shrinking by 0.9 percent in the 
first quarter as it wrestles with the fallout from the coron-
avirus.  

The drop in gross domestic product followed a 1.9-
percent decline in the fourth quarter of 2019 as a tax hike 
and typhoons hit Japan hard—even before the pandemic 
shut down much of the economy. Yesterday’s first-quarter 
GDP data underlined the broadening impact of the out-
break, with exports plunging the most since the devastat-
ing March 2011 earthquake as global lockdowns and sup-
ply chain disruptions hit shipments of Japanese goods. 

Analysts warn of an even bleaker picture for the cur-
rent quarter as consumption crumbled after the govern-
ment in April requested citizens to stay home and busi-
nesses to close, intensifying the challenge for policymak-
ers battling a once-in-a-century pandemic. 

“It’s near certainty the economy suffered an even 
deeper decline in the current quarter,” said Yuichi 
Kodama, chief economist at Meiji Yasuda Research 
Institute. “Japan has entered a full-blown recession.” 

The world’s third-largest  economy contracted an 
annualized 3.4 percent in the first quarter, preliminary 
official gross domestic product (GDP) data showed, less 
than a median market forecast for a 4.6 percent drop. 

The slump came on top of an even steeper 7.3 percent 
fall in the October-December period, with the consecu-
tive quarters of contraction meeting the technical defini-
tion of a recession. Japan last suffered recession in the 
second half of 2015. 

A recession is defined as two consecutive quarters of 
negative GDP growth and some analysts predicted the 
Japanese economy would suffer worse as the effects of 
the coronavirus become clear. 

“We expect the worst is yet to come, with the state of 
emergency in Japan and the severity of the pandemic 
among Western nations continuing to derail the Japanese 
economy,” said Naoya Oshikubo, senior economist at 
SuMi TRUST. Nevertheless, the first-quarter result was 

slightly better than economists had forecast, with expec-
tations for a 1.1-percent decline. 

Japan has been hit less hard than most advanced 
economies by the coronavirus, with just over 16,000 cas-
es in the whole country and around 750 deaths. However, 
authorities were concerned there could be an explosive 
spike—especially in the densely populated capital 
Tokyo—and urged people to stay indoors and businesses 
to shut down. Prime Minister Shinzo Abe declared a state 
of emergency that was lifted last week for most of the 
country but kept in place for economic powerhouse 
regions Tokyo and Osaka. 

“Personal consumption has been the main casualty of 
the COVID-19 pandemic as consumer spending has been 
greatly affected by this due to people staying at home,” 
Oshikubo said.  “But uncertainty stemming from the 
spread of the virus has also hit private capital investment 
as companies curtail their expenditure programs,” added 
the expert. 

 
‘Significantly worse’ 

In an attempt to mitigate the worst effects of the crisis, 
Abe has pledged to give every citizen a cash handout of 
100,000 yen ($930). The handout was part of a package 
of stimulus measures worth around $1 trillion to protect 
jobs, bolster the medical sector and ease the pain for 

working families. Tourism has dropped by as much as 90 
percent, industry and trade have ground to a halt and the 
virus also forced the postponement of the Tokyo 2020 
Olympics that was seen as providing a boost to the econ-
omy. 

According to the details of the GDP report, private 
consumption dropped 0.7 percent quarter-on-quarter, 
with both household consumption and corporate invest-
ment slipping 0.8 percent and 0.5 percent respectively. 
But as the coronavirus pandemic battered the global 
economy, Japanese exports were the hardest hit, falling 
by six percent compared to the previous quarter. The full 
impact of the coronavirus on Japan’s economy has still to 
be felt and economists are bracing for a catastrophic sec-
ond quarter. 

Oshikubo said his organization was forecasting an 
eyewatering 10.2-percent plunge in the second quar-
ter, which would be the worst since the 2008 financial 
crisis. Yoshiki Shinke, chief economist at Dai-ichi Life 
Research Institute, told AFP the second quarter would 
be “significantly worse”, forecasting a decline of 
around six to seven percent. “As to the question of 
when the economy will pick up, it all depends on the 
number of infected and when the virus fades out.” 
Some analysts say recovery from virus fallout may 
take years – Agencies 

Japan economy slides into recession 
Country on course for its deepest postwar slump 

Economists  
say worse  

to come

US facing severe 
crisis, but not  
depression: Fed 
 
WASHINGTON: The US is facing a severe economic 
downturn amid the global pandemic, but will not suffer 
another Great Depression and will see a recovery begin 
later this year, Federal Reserve Chair Jerome Powell said 
Sunday. The world’s top economy was strong before the 
COVID-19 outbreak hit, like a natural disaster, causing 
nationwide business shutdowns, Powell said. And the 
banking system had been rebuilt stronger since the global 
financial crisis. Data show more than 30 million jobs were 
destroyed in the US, as businesses were shuttered nation-
wide amid the efforts to stop the spread of the virus. 

For the April-June period, the economic data “will be 
very, very bad. There’ll be a big decline in economic activ-
ity, big increase in unemployment,” Powell told the CBS 
program “60 Minutes.” But “there’re some very funda-
mental differences” between the current crisis and the 
Great Depression of the last century, he said. 

The US economy could “easily” collapse by 20 to 30 
percent this quarter, and unemployment could peak at 20 
to 25 percent, but, “it should be a much shorter downturn 
than you would associate with the 1930s.” 

The other key difference is, rather than raising interest 
rates, the Fed slashed lending rates to zero and is pre-
pared to come up with new ways to support growth, 
Powell said.  

Growth resumes Q3  
“I think there’s a good chance that there’ll be positive 

growth in the third quarter,” he said. 
But he warned it may take time to return to normal and 

the US may not see a full recovery without a vaccine to 
treat COVID-19. “I think you’ll see the economy recover 
steadily through the second half of this year,” Powell said. 
But “it’s going to take a while for us to get back,” he said. 
“It could stretch through the end of next year. We really 
don’t know.” 

Asked about the need for a vaccine to treat the illness 
and put a stop to the coronavirus pandemic, Powell 
stressed the importance of consumers to the economy. 
“For the economy to fully recover, people will have to be 
fully confident, and that may have to await the arrival of a 
vaccine,” he said. 

The Fed rushed in even before the economic lock-
downs were fully in place, slashing the benchmark lending 
rate and pumping trillions of dollars into the financial sys-
tem and into lending programs to support corporations, 
small- and medium-sized businesses and state and local 
governments. 

The central bank chief said the Fed is prepared to do 
more to support the recovery. But he repeated his mes-
sage that the economy likely will need more government 
spending to support workers and businesses to allow the 
economy to recover, beyond the nearly $3 trillion already 
approved by Congress. 

“If we let people be out of work for long periods of 
time, if we let businesses fail unnecessarily, waves of them, 
there’ll be longer-term damage to the economy. The 
recovery will be slower,” he said. —ÅFP 

SHENZHEN: Huawei employees eat their lunch in a cafeteria 
at the company’s headquarters in Shenzhen in China’s 
southern Guangdong province yesterday.—AFP 


