
TOKYO: Japan’s major manufacturers remain
cautious about the economy’s trajectory, with
business sentiment flat for the quarter as concerns
about the pandemic linger, a key survey showed
yesterday. Among major non-manufacturers how-
ever, there was an improvement in confidence
about the world’s third largest economy, offering
glimmers of hope.

The Bank of Japan’s Tankan business survey-a
quarterly poll of about 10,000 companies-showed
a reading of plus 18 for major manufacturers,
unchanged from the previous quarter and slightly
lower than market consensus of plus 19. Among
large non-manufacturers meanwhile, confidence
improved to plus nine from plus two in the previ-
ous quarter, the sixth consecutive improvement.

The short-term business sentiment survey
reports the difference between the percentage of
firms that are upbeat and those that see condi-
tions as unfavorable. A positive figure means more
companies see business conditions as favorable
than those that consider them unfavorable. It is
considered to be the broadest indicator of how
Japan Inc. is faring.

The latest reading comes with concerns over
the Omicron variant of the coronavirus. For medi-

um-sized manufacturing firms, confidence was
unchanged at plus six, while sentiment for small
companies improved to minus one from minus
three. Japan has seen a smaller virus outbreak
than many countries, with fewer than 18,400
deaths despite avoiding harsh lockdowns.

Emergency virus measures that largely affected
bars and restaurants as well as limiting large
events were in place in parts of the country for
much of the year, but were l i fted f inal ly in
October.

To address concerns over the Omicron variant,
Japan earlier this month abruptly asked airlines to
stop taking all new incoming flight reservations
for a month, but later softened the blanket ban to
make it easier for citizens to return. Its vaccina-
tion program, which began later than in many
developed countries and started slowly, has
picked up speed however, with around 78 percent
of the population now fully inoculated.

And the government this month started admin-
istering the third dose of vaccine, initially target-
ing health workers. The government has also
pledged large stimulus measures in a bid to sup-
port economic recovery and those hit by the pan-
demic downturn. — AFP 
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Business sentiment cautious 
in Japan as virus fears linger

BoJ survey offers a glimmer of hope for economy

KAWASAKI, Japan: A man walks on a bridge as the Keihin Industrial Zone is pictured behind in
Kawasaki yesterday. —AFP

IBS collaborates
with Cambridge
for English tests
KUWAIT: The
Institute of Banking
Studies has contract-
ed with Cambridge
Assessment English
(part of the University
of Cambridge) in the
United Kingdom to
offer English standard
placement tests and is
now providing this
service for candidates
in the banking sector
and other sectors in
Kuwait.  Eng Suha Isaac was pleased that the
Institute has collaborated with Cambridge
University for the eighth year in a row in this
field. This test was recently developed and the
Institute has been named “Trusted Partner” for
English-language tests by Cambridge
Assessment English. 

The University of Cambridge was an ear-
ly pioneer in the field of English testing and
has been at the forefront of this field for
over 100 years. The CPT is a new computer-
ized test which has been designed using
Artificial Intelligence.  It combines the high
academic standards of a world-leading aca-
demic institution with the latest technologi-
cal developments.

It is an adaptive test of general English,
which tests Reading, Use of English and
Listening. The test is suitable for candidates of
any level. Each learner gets a test score as well
as a CEFR (Common European Framework of
Reference) level.

Eng Suha Isaac

Omicron risk, China 
slowdown threaten 
to derail recovery 
KUWAIT: A combination of worries over the
emergence of the Omicron virus strain, increasing
virus-related restriction measures across Europe
and slower growth in China have threatened to
knock some of the momentum from the global eco-
nomic recovery of late. Key equity market indices in
the US, Europe and Japan all fell 3-5 percent in
November, although remain up significantly year-
to-date. At the same time, anxieties over rising
inflation driven by strong demand, loose policy and
supply bottlenecks have intensified (especially in
the US and Europe). 

Indeed, for most major western central banks,
high inflation has become the dominant concern and
the US Fed in particular looks set to accelerate its
policy tightening program imminently - that is
unless the worst of the latest concerns about
Omicron (and its potential impact on economic
activity) materialize. Oil prices also dropped
sharply in late November, from $80 to temporarily
below $70, though have since partially recovered.
OPEC+ opted to stick to its production increase
schedule, despite expectations that it might pause
given the risk of softer global oil demand. 

Fed seen accelerating tapering 
US economic growth slowed sharply in Q3 amid

the ongoing supply chain shortages and the spread
of the Delta variant. GDP growth for Q3 stood at an
annualized 2.1 percent q/q, missing expectations
and sharply lower than the 6.7 percent growth in
Q2. Consumer confidence (as measured by the
Conference Board’s index) continued to weaken,
falling to 109.5 in November, the lowest since
February 2021, with high inflation the main culprit.
Despite a relatively weak increase (210k) in non-
farm payrolls in November, there are many indica-
tors that the recovery in the labor market is solid:
the unemployment rate dropped to 4.2 percent in
November while labor participation increased to
61.8 percent, both at the best levels since the out-
break of the pandemic. 

In addition, new weekly jobless claims continued
to trend downwards, averaging 208k for the past
two readings, which is in line with the level seen just
before the pandemic’s impact was felt in the US.
GDP is expected to grow by around 4 percent
(annualized) in the final quarter of the year.

Meanwhile, Congress finally passed the $1 trillion
infrastructure bill, unlocking funds to a wide range
of areas including roads/bridges, railways,
ports/airports and water/energy. In addition, the
House passed President Biden’s social safety and
climate bill (Build Back Better Act) for a total value
of $1.7 trillion, which is less than half the original
target of $3.5 trillion. 

European slowdown 
A surge in COVID infections across Europe

through October and November - even in some

countries with high vaccination rates - ushered in a
new range of restrictions that is set to slow the eco-
nomic recovery in 4Q21 and possibly beyond. This
included tighter rules for unvaccinated people in
Germany and an even harsher full lockdown in
Austria. The economic impact of this wave is likely
to be less severe than that associated with earlier
ones, not least because vaccinations have lowered
the risk of infections causing severe disease (and
thus changing people’s behavior) and firms and
individuals are better adapted to restrictions than
before. Still, governments look set to adopt a pre-
cautionary approach in terms of public health poli-
cy and with some health systems already under
severe pressure, restrictions could even tighten if
the Omicron variant turns out to be more infectious
or deadly than earlier virus strains. 

So far, signs of any negative impact on economic
activity have been limited. The Eurozone composite
PMI remained in solid growth territory at 55.4 in
November and up from 54.2 in October; however,
the survey’s drop in business confidence suggests
that the improvement could be short-lived as firms
anticipate pandemic-related disruption to increase
- potentially worsening supply chain issues.
Similarly, the unemployment rate has continued to
fall reaching 7.3 percent in October (versus a pan-
demic peak of 8.6 percent last year), but would
likely capture a softening of economic conditions
only with a lag. But overall, having picked-up to 2.1-
2.2 percent q/q in both Q2 and Q3 2022, Eurozone
economic growth is now set to slow to around 0.7
percent in Q4, with output only just exceeding pre-
Covid levels and still far from its pre-pandemic
path. Looking ahead, growth in 2022 is seen at
around 4 percent versus 5.1 percent this year.

Meanwhile in the UK, the Bank of England sur-
prised the markets by leaving interest rates on hold
in November versus expectations of a 15 bps
increase (from 0.1 percent to 0.25 percent). The
hike could now come at the December 16 meeting
instead, although given worries over Omicron even
this move seems uncertain. UK inflation jumped to a
10-year high of 4.2 percent y/y in November driven
by energy and fuel price rises and is forecast to
peak as high as 6 percent next April. 

Japan’s economy contracts 
Japan’s economy contracted by a more-than-

expected 3.6 percent annualized rate in the third
quarter (-0.9 percent q/q). The decline, which fol-
lowed a gain of 2.0 percent in 2Q21, was caused by
a combination of supply-chain disruptions and the
state of emergency that was extended during the
quarter to contain resurgent COVID-19. Fixed
investment (-8.2 percent) and private consumption

(-5.1 percent) were especially hard-hit. Economic
growth has struggled to take off while the pandemic
persists, forcing policymakers to maintain extensive
fiscal and monetary support, including a new,
record-breaking stimulus package worth 56 trillion
yen ($490 billion) which Prime Minister Fumio
Kishida unveiled in mid-November. 

Chinese GDP growth slows 
China’s GDP growth softened to 4.9 percent in

3Q21, easing from record rates set earlier in the
year. The quarter was notable for serious energy
shortages affecting businesses and industry, a
property market slowdown that almost caused real
estate giant Evergrande to default on its obliga-
tions, and repeated lockdowns imposed on cities
across the country as China persevered with its
zero tolerance policy towards COVID-19. The ener-
gy crunch was exacerbated by government restric-
tions on carbon emissions and coal usage, which
along with soaring commodity prices more general-
ly, pushed producer price inflation in October to its
fastest rate since 1995 (+13.5 percent y/y). Inflation
pass-through to consumers was substantially less -
the CPI rose by only 1.5 percent y/y in comparison
- suggesting that businesses had so far borne the
brunt of the surge in raw materials and input costs.        

India’s GDP grew by 8.4 percent y/y 3Q21 (2Q
of FY21-22) moderating from the exceptional 20
percent in 2Q21, mainly on a fading base effect. By
sector, growth in Q3 was underpinned by private
consumption (8.6 percent), government spending
(8.7 percent), investment (11 percent) and exports
(19.6 percent). Activity and sentiment was also
helped by an improvement in virus-related condi-
tions, with new daily infections down to pre-second
wave levels of around 26,000 by end-September
versus a peak of nearly 400,000 in May (they have
since fallen further still to just 8,000). 

Oil prices drop 
Having been above $80/bbl for several weeks,

Brent crude oil prices plunged in late November,
rattled by the spread of the Omicron variant and the
prospect of accelerated Fed tapering of its asset
purchase program. Tighter monetary policy is typi-
cally bearish for commodities. International crude oil
benchmark Brent dropped 16.4 percent in
November to close at $70.6/bbl, its worst monthly
performance since March 2020. Moves by large oil
consuming nations to coordinate a release from their
strategic oil reserves (to lower domestic fuel prices)
also helped shift sentiment in that month in a more
bearish direction. About 85 mb of crude oil is sched-
uled to be released by the end of 1Q22. By mid-
December, oil prices had partially recovered to $75.

OPEC+ held its ministerial meeting on 2
December amid speculation that it would react to
the SPR releases and the emergence of Omicron by
pausing or even reversing the planned supply
increase for January. OPEC+ has consistently main-
tained that oil demand remains fragile while the
virus continues to spread and that oil balances will
swing into a heavy surplus as early as 1Q22, posing
a downside risk to prices. In the end, OPEC minis-
ters opted to continue increasing supply at the
monthly rate of 400 kb/d but also gave themselves
the option of adjusting production on the fly should
oil demand weaken. The actual supply increase may
fall short of target due to supply outages and
capacity constraints among some members. 

Burgan Bank reveals
KD 125,000 cash 
prize winner
KUWAIT: Burgan Bank announced Afrah
Abdullah Mohammad as the new KD 125,000
cash prize winner in the Yawmi quarterly draw.
The winner expressed her excitement for being
the winner of the rewarding cash prize with
Yawmi Account from Burgan Bank.

The Yawmi quarterly draw offers customers
chances to win higher rewards, entitling one lucky
customer to win KD 125,000 cash prize every
three months. To enter Burgan Bank’s Yawmi
quarterly draws, customers should maintain a
minimum amount of KD 500 in their account for
two months prior to the draw date. Additionally,
every KD 10 in the account will entitle customers
to one chance of winning. 
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Sub-prime to COVID:
How ECB reacted 
in times of crisis
BRUSSELS: The coronavirus pandemic is not the
first crisis to force monetary policymakers into dras-
tic action to avert economic disaster. As the
European Central Bank readies for a crunch meeting
Thursday to discuss soaring inflation and a path out
of stimulus, here is a look at other times the Frankfurt
institution was put to the test, and how it reacted.

Sub-prime fallout 
The sub-prime mortgage crisis explodes mid-

2007 in the United States, leading banks around the
globe to stop lending to each other and threatening
the financial system with collapse. From his summer

home in France, Jean-Claude Trichet, the president
of the ECB, organizes the injection of billions of
euros of liquidity in August.

Calm returns before the collapse of Lehman
Brothers in September 2008, sending shockwaves
around the world. The ECB ups its response by
offering unlimited credit to banks at fixed interest
rates, while lowering its collateral requirements.

‘Whatever it takes’ 
In early 2010, the escalation of the Greek sover-

eign debt crisis puts the single currency under
pressure and threatens to spread to other countries
in the eurozone. To counter speculation on coun-
tries being squeezed by rising interest rates for their
debt, the ECB begins buying sovereign bonds, first
from Greece, then Portugal, Spain, Ireland and Italy
to allow them to finance themselves sustainably.

Around 210 billion euros ($237 billion) are spent
between 2010 and 2012 under the controversial
“SMP” program, the target of fierce criticism from

central bankers in Germany, who, unfazed by the
crisis, see it as a means of directly financing states, a
no-go under the European treaties.

As banks balk at the idea of providing more
credit in 2011, the ECB under its new president,
Mario Draghi, launches a series of exceptional inex-
pensive loan schemes, known as LTROs (Long-
Term Targeted Refinancing Operation). In August
2012, with investors still convinced that the euro-
zone risks going under, Draghi improvises his
famous utterance that the ECB will do “whatever it
takes” within its mandate to save the euro, assuag-
ing market fears.

To back up its threat, the ECB brings out a finan-
cial bazooka, “Outright Monetary Transactions”, to
buy unlimited amounts of debt from vulnerable
countries. The program never needs to be used.

Deflation challenge 
With the sovereign debt crisis in the rear-view

mirror, Europe comes face-to-face with deflation in

2014, a self-sustaining downwards spiral in prices,
salaries and investments. The ECB’s interest rates,
its main lever for affecting the economy, have been
kept at low levels for years to stimulate growth.

To stop the fall in prices, the Frankfurt-based
institution takes the unprecedented step of taking
its rates into negative territory, including a -0.10
percent overnight deposit rate, penalizing banks
who sit on their money instead of lending it out.

In parallel, a series of big new loans known as
TLTROs (Targeted Long-Term Refinancing
Operations) are handed out to banks that increase
their supplies of credit to business.

With inflation going negative at the end of 2014,
the ECB announces a massive program of asset pur-
chases in January 2015 known as quantitative eas-
ing to further try to fuel the economy.

At the beginning of 2020, the spread of the novel
coronavirus sends ripples through financial markets.
The new president of the ECB, Christine Lagarde,
holds a press conference from her kitchen. —AFP


