
US services growth  
logs surprise jump  
ahead of holidays  

 
WASHINGTON: Growth in the dominant US serv-
ices sector picked up unexpectedly in November, 
survey data showed Monday, as business activity 
strengthened with a boost from the year-end holi-
day season. The Institute for Supply Management’s 
services index rose to 56.5 percent last month, well 
above the 50-percent threshold indicating growth 
and defying expectations that activity would ease 
as consumers draw down on their savings. 

The key sector accounts for two-thirds of the 
world’s largest economy and has held up since the 
height of the pandemic, despite a recent aggressive 
campaign by the central bank to cool demand and 
bring down surging inflation. “A new fiscal period 
and the holiday season have contributed to 
stronger business activity and increased employ-
ment,” said ISM survey chair Anthony Nieves in a 
statement. 

“Increased capacity and shorter lead times have 
resulted in a continued improvement in supply 
chain and logistics performance,” he added. The 
latest uptick comes after a pullback in the previous 
two months. The business activity index surged 
nine percentage points from October, according to 
ISM data released Monday, while new orders 
edged down slightly. 

There was some improvement in supplier deliv-
eries, while businesses in the services industry 
continued struggling to replenish their stocks, ISM 

said.  The US services sector has expanded for all 
but two of the last 154 months-contracting in April 
and May 2020 when the US grappled with the 
start of the pandemic. “Business is doing well, 
almost back to pre-coronavirus pandemic vol-
umes,” said a survey respondent in the agriculture 
industry. 

Other respondents noted that demand and new 
business requests remain robust. 

But analysts expect activity to slow eventually. 
“We believe that it’s only a matter a time before 
Fed interest rate hikes and tighter financial condi-
tions push the economy into a recession,” said 

Oren Klachkin of Oxford Economics. “Services 
aren’t under pressure yet, but that doesn’t mean 
the sector is immune from challenging economic 
conditions,” he added. 

Activity in the sector has held up despite mone-
tary tightening as people chose to finance rising 
spending by tapping their savings accumulated 
during the pandemic, said Ian Shepherdson and 
Kieran Clancy of Pantheon Macroeconomics in a 
recent analysis. 

“Our best guess is that people will become less 
willing to run down savings... as the labor market 
weakens,” they added. —AFP

WASHINGTON: US services sector picked up unexpectedly in November, survey data showed Monday, as business 
activity strengthened with a boost from the year-end holiday season.
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WASHINGTON: President Joe Biden flew Tuesday 
to Arizona to celebrate the mammoth expansion of a 
Taiwanese semiconductor plant, citing the project as 
proof that the United States is finally breaking dan-
gerous dependency on foreign manufacturers for the 
vital component. 

The White House announced that TSMC is 
unveiling plans to build a second facility in Phoenix 
by 2026, ballooning its investment from $12 billion to 
$40 billion. The “major milestone” adds up to “the 
largest foreign direct investment in Arizona history 
and it’s one of the largest in US history,” White 
House National Economic Council Director Brian 
Deese told reporters. 

Biden will speak at the TSMC site, accompanied 
by senior political figures and titans of the corporate 
world, including Apple CEO Tim Cook, TSMC’s 
founder Morris Chang and Micron CEO Sanjay 
Mehrotra. The Democrat will seek to take credit for 
the investment influx, pointing to the effect of his 
signature CHIPS Act, which sets aside almost $53 
billion for subsidies and research in the semiconduc-
tors sector. It’s a message he’ll be especially keen to 
spread in Arizona, which was long a Republican 
dominated state but has turned into a battleground 
where Democrats do increasingly well. 

The plant expansion-which comes on top of other 
significant microchip manufacturing projects dotted 
around the country-is part of an overall strategy by 
the Biden administration to try to end reliance on for-

eign suppliers. Although much of that supply comes 
from reliable US allies, particularly Taiwan, the 
COVID pandemic shutdown demonstrated how frag-
ile those supply lines were in case of emergency. With 
China threatening to take control of Taiwan-and eye-
ing how to ensure its own semiconductor supplies-
Washington wants to bring the vital gadgets home. 

“Virtually every large tech firm, including auto-
motive firms and any company that uses technology 
is sweating bullets that something’s going to happen 
between Taiwan and China. And so there’s a massive 
rush to shift manufacturing out of both countries,” 
technology analyst Rob Enderle said. 

 
Smaller the better  

In the high-stakes world of microchips, sheer 
quantity is important. The miniscule, hard-to-make 
gadgets are at the heart of almost every modern 
appliance, vehicle and advanced weapon. 

But quality-and small size-is also increasingly 
important for sophisticated everyday devices like 
smartphones and there the White House says it has 
good news. The new TSMC plant will produce tiny 3 
nanometer chips, while the existing facility will start 
reducing the size of its current 5 nanometer chips to 
4 nanometers. Building a plant, or a “fab,” takes sev-
eral years. But once “at scale, these two fabs could 
meet the entire US demand for advanced chips when 
they’re completed. That’s the definition of supply 
chain resilience,” Ronnie Chatterji, National 

Economic Council deputy director for industrial pol-
icy, told reporters. 

Deese, one of Biden’s most senior advisors, said 
the broader message from the White House is that 
US industrial strategy is undergoing a rebirth. 

For almost four decades, the idea was “trickle 
down,” where government would “get out the way” 

and cut taxes for big companies to attract invest-
ment, he said. Instead, Biden’s policy-both through 
the CHIPS Act and the giant Inflation Reduction 
Act-uses public money to attract, or “crowd in” pri-
vate investment. The goal is not to exclude “private 
companies, but in fact, encouraging private invest-
ment at historic scale,” Deese said. —AFP
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German factory  
orders see small  
uptick in October 

 
FRANKFURT: German industrial orders 
rebounded slightly in October, official data 
showed Tuesday, adding to hopes that an 
economic slowdown caused by Russia’s war 
in Ukraine and soaring energy prices might 
not be as bad as feared. New orders, which 
provide a foretaste of industrial output in 
Europe’s largest economy, inched up by 0.8 
percent on the previous month, federal statis-
tics agency Destatis said. 

The small uptick follows two months of 
steep falls, and was mainly down to a strong 
recovery in orders from abroad. Domestic 
orders meanwhile were down month-on-
month. 

Germany’s export-oriented economy has 
been hammered this year by the fallout from 
Russia’s war in Ukraine, which has exacerbat-
ed supply chain woes and pushed up energy 
prices across the continent. But the October 
bounce in factory orders, alongside recent 
surveys showing improved business confi-
dence, is “a further indication that the reces-
sion may be weaker than feared,” the econo-
my ministry said in a statement. 

ING bank economist Carsten Brzeski how-
ever was less optimistic, noting that German 
order books have shrunk by almost 15 per-
cent since the start of the year. “The jury is 
obviously still out but the collapse in German 
industrial orders is one important signal that 
shows that the long slide into industrial reces-
sion continues,” he said. The German govern-
ment expects the country’s economy to shrink 
by 0.4 percent next year.  —AFP

The White House announced that TSMC is unveiling plans to build a second facility in Phoenix by 2026, ballooning its 
investment from $12 billion to $40 billion.

Australia hikes rates,  
sounds warning on  
mortgage crunch 

 
SYDNEY: Australia’s central bank on Tuesday hiked 
interest rates to their highest level in a decade, heaping 
more pressure on mortgage holders as it tries to damp-
en soaring inflation. The Reserve Bank of Australia lift-
ed borrowing costs 25 basis points to 3.1 percent, mir-
roring global efforts to tame runaway food and energy 
prices by encouraging saving over spending. 

Bank governor Philip Lowe said inflation was 
expected to soon peak at eight percent, a level not 
seen since the early 1990s. More rate rises were 
likely in coming months, before inflation is predicted 
to recede towards the end of next year, he added. 

“The board expects to increase interest rates fur-
ther over the period ahead, but it is not on a pre-set 
course,” he said. “It is closely monitoring the global 
economy, household spending and wage and price-
setting behavior.” Some analysts have raised con-
cerns about the ability of mortgage holders to cope 
with the higher interest rates. 

Australia faces a debt crunch next year when 
more than Aus$2.5 billion (US$1.7 billion) in tem-
porarily fixed-rate home loans move to a variable 
rate-exposing borrowers to drastical ly higher 
repayments that they may then struggle to meet. 
“The board recognizes that monetary policy oper-
ates with a lag, and that the ful l  effect of the 
increase in interest rates is yet to be felt in mortgage 
payments,” Lowe said. The federal government has 
also been considering capping the domestic cost of 
wholesale coal in a bid to bring down electricity 
prices, which are forecast to rise as much as 50 per-
cent in the next two years. —AFP

German car sales  
climb again  
in November 

 
FRANKFURT: The German car market showed 
some signs of recovery in November, as sales rose 
for the second month in a row, according to official 
figures published Monday. Just over 260,000 new 
cars were registered in November, the KBA federal 
transport authority said in a statement — a 31.4-
percent increase from a year earlier. Auto manufac-
turers have struggled throughout the year with sup-
ply issues and shortages of key components, which 
have slowed sales despite full order books. 

November’s positive reading however follows 
another 16.8-percent bump in sales in October. “At 
the end of an altogether disappointing year for 
cars there’s some hope for a late burst,” the VDIK 
car importers ’  federat ion president Reinhard 
Zirpel said. Total registrations since January how-
ever remained 2.4 percent below their 2021 level 
— already an historically bad year for sales. The 
improvement in sales showed “that the availability 
of semiconductors and other components has 
improved”, easing production constraints, EY ana-
lyst Peter Fuss said. 

The industry was however still facing a “mixed” 
outlook in 2023 as the European economy threatens 
to pitch into recession, EY said. Sales of battery-
powered cars in November improved more than the 
market as a whole, increasing by 44 percent, with 

almost 58,000 units sold. Together with hybrid vehi-
cles, more than 100,000 fully- or partially-electric 
cars were registered in a single month “for the first 
time ever”, according to the VDA auto industry 
association. —AFP

SYDNEY: Australia’s central bank on Tuesday hiked interest 
rates to their highest level in a decade, heaping more pres-
sure on mortgage holders as it tries to dampen soaring 
inflation.

Markets drop as  
Fed worries offset  
China COVID easing 

 
LONDON: Stock markets  most ly  fe l l  on 
Tuesday as fears that the US Federal Reserve 
will maintain its aggressive anti-inflation meas-
ures trumped growing optimism over China’s 
economic reopening. 

London, Paris and Frankfurt were all in the red at 
around midday. Asian markets were mostly down 
after all three main indexes on Wall Street lost more 
than one percent the day before. Data showing a 
forecast-busting jump in activity in the US services 
sector last month raised the prospect that the Fed 
will not back down from sharp rate increases when 
it meets next week. 

Monday’s data followed robust jobs figures last 
week that could give the central bank more room to 
maneuver, fuelling investor concerns that the Fed’s 
actions could tip the economy into recession. 
“Worries that the Fed could unwrap an unwelcome 
present of another super-sized rate hike when poli-
cymakers meet next week are sprinkling Christmas 
fear on indices,” said Susannah Streeter, senior 
investment and markets analyst at Hargreaves 
Lansdown. 

“Speculation is swirling that central banks will 
have to be more Scrooge-like and make borrowing 
even more expensive to rein in inflation,” she said. 
Markets had been running higher ahead of the jobs 
figures after a surprise drop in inflation and com-
ments from Fed boss Jerome Powell that the bank 
was likely to raise rates at a slower pace. 

“Outstanding news from the vast services-based 
US economy is devastating for market participants 
keen to see evidence of the US economic disinte-
gration,” said SPI Asset Management’s Stephen 
Innes. —AFP 

FRANKFURT: The German car market showed some signs of recovery in November, as sales rose for the second month 
in a row, according to official figures published Monday.


