
WASHINGTON: New orders for key US-made
capital goods increased more than expected in
August and shipments raced to their highest level in
nearly six years, suggesting a rebound in business
spending on equipment was underway after a pro-
longed slump. The show of confidence by business-
es in the report from the Commerce Department on
Friday also bolstered expectations for a sharp turn-
around in economic activity in the third quarter,
thanks to government money, after it was ham-
mered by the COVID-19 pandemic in the first half
of the year.

But fiscal aid is running out and new coronavirus
cases are rising in the country, clouding the fourth-
quarter picture. Federal Reserve Chair Jerome
Powell this week stressed the need for more fiscal
stimulus, telling lawmakers on Thursday that it
could make the difference between continued
recovery and a much slower economic slog.
Another rescue package appears unlikely before
the Nov. 3 presidential election. “The recovery in
capex is not screeching to a halt,” said Sarah
House, a senior economist at Wells Fargo Securities
in Charlotte, North Carolina. “Equipment spending
will be a key contributor to the third-quarter’s
bounce back in GDP.”

Orders for non-defense capital goods excluding
aircraft, a closely watched proxy for business
spending plans, rose 1.8 percent last month to the
highest level since July 2018. Data for July was
revised up to show these so-called core capital
goods orders increasing 2.5 percent instead of 1.9
percent as previously reported. Core capital goods
orders are now above the their pre-pandemic level.

Economists polled by Reuters had forecast orders
for these goods gaining 0.5 percent in August. Core
capital goods orders last month were boosted by
increased demand for machinery, primary metals and
computers and electronic products. But orders for
fabricated metals products and electrical equipment,
appliances and components fell. Stocks on Wall
Street were trading higher. The dollar gained versus
a basket of currencies. US Treasury prices rose.

Strong third quarter expected
Shipments of core capital goods increased 1.5

percent last month to the highest level since
September 2014. Core capital goods shipments are
used to calculate equipment spending in the gov-
ernment’s gross domestic product measurement.
They advanced 2.8 percent in July. The two straight
months of strong growth in shipments are likely to
lift overall business investment from a deep hole in
the third quarter.

Business investment tumbled at a record 26 per-
cent annualized rate in the second quarter, with
spending on equipment collapsing at an all-time
pace of 35.9 percent. Investment in equipment has

contracted for five straight quarters. Economic
activity rebounded sharply over the summer as
businesses reopened after mandatory closures in
mid-March to slow the spread of the coronavirus.

Gross domestic product is expected to rebound
at as much as a record 35 percent annualized rate in
the third quarter after tumbling at a 31.7 percent
rate in the April-June period, the worst performance
since the government started keeping records in
1947. But the economy is far from being out of the
woods. Government loan programs to help busi-
nesses and income supplements for the tens of mil-
lions of unemployed have either lapsed or are close
to expiring.

New claims for unemployment benefits unex-
pectedly rose last week, businesses activity

appeared to ebb in September and retail sales
slowed in August. Goldman Sachs on Wednesday
cut its fourth-quarter GDP growth estimate to a 3
percent rate from a 6 percent pace, citing “lack of
further fiscal support.” “Decelerating from the
reopening-induced, artificially high pace is some-
thing everyone is expecting,” said Joel Naroff, chief
economist at Naroff Economics in Holland,
Pennsylvania. “The question is how fast do we
slow? The September numbers will start providing
some answers.”

For now the industrial side of the economy
pressing ahead. Orders for durable goods, items
ranging from toasters to aircraft that are meant to
last three years or more, rose 0.4 percent in
August after jumping 11.7 percent in July. Durable
goods orders were supported by a 0.5 percent

rise in orders for transportation equipment,
though demand for motor vehicles and defense
aircraft eased.

Orders for motor vehicles and parts dropped
4.0 percent after accelerating 21.7 percent in July.
There were no orders for civilian aircraft reported
for the second straight month in August.

Boeing has struggled with cancellations as air-
lines grapple with sharply reduced demand for air
travel because of the pandemic. The grounding of
Boeing’s best-selling 737 MAX jets since March
2019 after two crashes in Indonesia and Ethiopia
has also weighed on the company. 

There was a continued drawdown of durable
goods inventories last month, which bodes well for
future production, though unfilled orders declined
further. — Reuters
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US business spending digging out 
of deep hole; outlook uncertain

Core capital goods orders increase 1.8% in August

Durable goods are seen on sale in a store in Los Angeles, California.

Hungary to shore up 
economy with tax
cuts, investments 
BRUSSELS: Hungary wants to kickstart its
economic recovery from the coronavirus
pandemic by boosting investments and
reducing taxes, Prime Minister Viktor Orban
told Reuters on Friday, adding that extend-
ing the government’s job support scheme
was a backup plan.

Nationalist Orban, who has been in power
for more than a decade, faces the toughest
challenge of his rule now as the economy is
expected to shrink by up to 6 percent this
year while new COVID-19 infections are
surging. Hungary’s weakened economic
prospects could represent a threat to Orban
- once dubbed a “dictator” by the former
head of the EU’s executive in Brussels - as
he prepares to face parliamentary elections
in the first half of 2022. The economy, along
with a strong anti-immigration campaign,
has been a major vote-winner for the pre-
mier whose tax policies have favored fami-
lies and relied strongly on the auto industry.

“Investment, investment, investment. Tax
reduction and investment,” Orban said in an
interview in Brussels when asked how he
would try to improve the economy. “We
concentrate on investments because if we
have investments we have jobs.” This, he
said, would be enough to get growth going
again, even without Hungary’s share of the
European Union’s new recovery fund worth
750 billion euros for the whole bloc. When
asked if the government would extend a job
support scheme which expired a month ago,
he said: “If there is a reason to do so we will
do it but up till now we concentrate more on
investment.”

The economy shrank 13.6 percent in
annual terms in the second quarter, the
deepest contraction on the EU’s eastern
flank, and the recovery is expected to be
slower than previously expected.

Asked about the forint currency, which
dropped to five-month lows versus the euro
this week prompting a surprise rate hike by
the central bank on Thursday, Orban said
the exchange rate was the central bank’s job.
“The National Bank is independent and I
trust the national bank so it’s not my job,
simply. It’s the policy of the national bank,”
Orban said.

“If they create a strong one (forint), I
have to adjust the economic policy to the
strong one. If they create a weaker one I
have to adjust to a weaker one.” He also
stood up for central bank Governor Gyorgy
Matolcsy, a  long-t ime a l ly, saying he
enjoyed his full confidence. “If you look at
the figures of the Hungarian economy of
the last several years, they are splendid,
and it’s partly due to the national bank.
Facts create trust.” — Reuters

Durable goods 
orders gain 

SYDNEY: Australia said on Friday it
would ease lending standards for banks
in a move designed to free up credit
and revive the economy, which slid into
its first recession in nearly 30 years due
to the coronavirus pandemic. Shares of
Australia’s “Big Four” banks rallied
after the announcement but the move,
which needs legislative approval, has
attracted criticism from consumer
groups and analysts who say the
relaxed laws water down protections
designed to reduce financial risks.

Australian Treasurer Josh
Frydenberg said the changes will ease
the regulatory burden and cut the cost
and time faced by consumers and small
businesses seeking to access credit

“The flow of credit wil l  be
absolutely critical to our economic
recovery,” Frydenberg told reporters
in Canberra. “But our current regula-
tory framework, with respect to
lending...has become overly pre-
scriptive, and responsible lending has
become restrictive lending.” The
changes remove responsible lending

laws introduced in the wake of the
global financial crisis that, among
other things, require banks to check
whether information provided by
borrowers in their loan applications
is correct.

They also follow other stimulatory
measures such as government guaran-
tees for bad debts and cheap funding
lines from the central bank. Australian
banks had tightened lending practices
following a government-led inquiry,
known as the Royal Commission, which
found lenders were approving loans to
people that could not repay them. But
the need to stimulate the country’s
economy has led lawmakers to now
relax their tough stance.

“Before the Royal Commission
banks had very poor reputations and
after the Royal Commission it got
worse because it showed that they’ve
been lending quite irresponsibly,”
CLSA senior banking analyst Brian
Johnson said. “Now what we are see-
ing is politicians ... basically embracing
what it previously would have called

irresponsible lending.”
Banks and investors cheered the

news with National Australia Bank and
Westpac Banking shares rising over 6
percent, while Commonwealth Bank of
Australia was up more than 3 percent.
Australia and New Zealand Banking
Group rose 5 percent. That helped lift

Australia’s benchmark index more than
1 percent. “This is a significant govern-
ment initiative that will reduce red tape
for consumers seeking a loan and
importantly speed up the process for
customers to obtain approval for a
loan,” Westpac CEO Peter King said in
a statement. — Reuters

A combination of photographs shows people using automated teller machines
(ATMs) at Australia’s “Big Four” banks - Australia and New Zealand Banking
Group Ltd (bottom right), Commonwealth Bank of Australia (top right), National
Australia Bank Ltd (bottom left) and Westpac Banking Corp (top left). — Reuters

Australia loosens lending
laws to revive economy

US maintains 
plan for TikTok 
download ban
WASHINGTON: The Trump administration said
Friday it would not back down from a plan to ban
new US downloads of the popular video-sharing
app TikTok, setting up a court showdown ahead of
a today’s deadline. A Justice Department court filing
said it opposes TikTok’s petition for an injunction to
block the order from President Donald Trump, who
has called the Chinese-owned social platform a
national security risk. US District Judge Carl
Nichols set a hearing today at 9 am (1330 GMT) in
Washington for TikTok’s request to block the presi-
dent’s order before it goes into effect at 11:59 pm
Sunday (0359 GMT Monday).

The government lawyers said they wanted to file
a brief “under seal,” which would not be available as
a public record, citing national security and confi-
dential business information. The court filing said
TikTok had tentatively agreed to sealed briefs but
would reserve the right to request that some docu-
ments be made public. 

‘Irreparable harm’ 
TikTok has argued that a ban, even if temporary,

could cause irreparable harm to the video-sharing
application, which has some 100 million US users.
Nichols, who sits on the bench in Washington, told a
telephone hearing on Thursday he disagreed with
government lawyers’ claims that the ban-which
would not immediately prevent usage of TikTok but
prevent downloads by new users and updates-
”merely preserves the status quo.”

Analysts also pointed out that any ban could pre-
vent users from downloading updates and security
patches for TikTok. Earlier this month, Trump cited
national security concerns and issued orders to ban
both TikTok and the popular Chinese app WeChat-
which has been put on hold in a separate court case
in California. But the TikTok order stops short of a
full ban until November 12, giving the Chinese par-
ent firm ByteDance time to conclude a deal to
transfer ownership of the app. A tentative deal
unveiled last weekend would make Silicon Valley
giant Oracle the technology partner for TikTok and
a stakeholder in a new entity to be known as TikTok
Global. The status of the deal, which would include
investment from US retail giant Walmart, remained
unclear as the parties awaited word on whether it
would win approval in Beijing.

As part of its earlier court filing, a statement from
TikTok interim head Vanessa Pappas said the pro-
posed ban would be devastating for the social plat-
form, which had been surging in much of the world.
A ban “will cause our user base to stagnate and
then precipitously decline,” Pappas said. — AFP

View of a German ad for Chinese video-sharing
social networking service Tiktok in Berlin. — AFP

IMF raises Colombia’s 
credit line to $17.2bn
WASHINGTON: The International Monetary
Fund on Friday announced it had raised by $6.5 bil-
lion a credit line offered to Colombia to about $17.2
billion, aiming to help the country cope with the
economic effects of COVID-19.

“The augmentation was approved in light of
Colombia’s continued qualification with very strong
institutional policy frameworks, track record of
economic performance and policy implementation,
and against a backdrop of higher external risks and
a larger than expected adverse impact from Covid-
19 pandemic,” the Washington-based crisis lender
said in a statement. Colombia has had a Flexible
Credit Line (FCL) since May 2009, and the IMF
board has renewed it every two years, providing
the country with money that could be deployed to
head off a crisis.

The latest renewal in May was for $10.8 billion,
but deputy IMF managing director Antoinette
Sayeh said in a statement that Colombia’s downturn
was deeper than expected and the country is set
for its worst recession on record. “The augmenta-
tion of access under the current FCL arrangement
will help Colombia manage heightened external
risks, protect ongoing efforts to effectively respond
to the pandemic, continue to integrate migrants
from Venezuela, foster inclusive growth and reduce
external vulnerabilities,” she said.

IMF mission chief for Colombia Hamid Faruqee
said the country’s economy is expected to shrink
8.2 percent this year, worse than the 2.5 percent
drop originally forecast. “We do expect growth to
rebound,” he said, predicting GDP increasing four
percent next year. — AFP


