
BEIJING: China’s factory output and retail sales
remained weak in May, official data showed
Wednesday, with tepid demand and lingering COVID
restrictions putting a damper on growth in the world’s
second-largest economy. The government is persist-
ing with a zero-COVID strategy to stamp out clusters
as they emerge, but this has placed companies and
consumers at the mercy of snap, economically dam-
aging lockdowns. 

Retail sales sank 6.7 percent on-year in May, the
National Bureau of Statistics (NBS) said, though that
was an improvement from April’s 11.1 percent drop.
The figure was also slightly better than forecasts from
analysts polled by Bloomberg. “In May, our economy
gradually overcame the adverse impact of the pan-
demic,” NBS spokesman Fu Linghui told reporters. 

“But we also have to see that the international
environment has become more complex and severe,
and the domestic economic recovery still faces many
difficulties and challenges.” It was the third straight
month of contraction in retail sales, according to offi-
cial data, suggesting nervous consumers are tighten-
ing their purse strings with the persistent threat of
lockdowns. But industrial production was up 0.7 per-
cent after falling 2.9 percent in April, while the urban
unemployment rate ticked down to 5.9 percent.
Shanghai, China’s most populous city, started emerg-
ing from a grueling two-month lockdown in June,
providing a boost to economic sentiment. Tommy Wu,
lead China economist at Oxford Economics, speculat-
ed that “the worst of lockdowns is probably behind
us.” However, he added that it will be “difficult for
household consumption to recover strongly” while
China’s zero-COVID strategy remains in place.

Meanwhile, concerns are mounting over the trend

in unemployment as millions of students graduate in
the summer, Zhiwei Zhang, of Pinpoint Asset
Management, said. Unemployment among rural
migrant workers remained elevated, data showed,
while home sales in the first five months dropped 34.5
percent. Observers remain cautious in part because
of a property sector slump and the government’s
reluctance to transition away from zero-COVID
despite recent fine-tuning. “There is no guarantee
that a new wave will not hit in coming months,”
Nomura analysts said Wednesday.

Shanghai lockdown 
Meanwhile, Shanghai’s lengthy COVID-19 lock-

down pushed a quarter of US firms in the city to cut

investment plans and nearly all to drop revenue fore-
casts, a business group said Wednesday. The down-
beat findings of the American Chamber of Commerce
(AmCham) Shanghai survey were the latest sign of
the impact of virus controls in China-the only major
economy still pursuing a zero-COVID strategy, using
lockdowns and mass testing to eliminate all out-
breaks.

But such measures left its biggest city Shanghai
sealed off for around two months, with a shortage of
truckers leaving goods piled up at its port and busi-
ness closures battering firms. Over 90 percent of US
companies in the metropolis surveyed by AmCham
Shanghai have cut their revenue projections for the
year, the group said in a report on Wednesday.

The survey of 133 companies also found a quarter
were expecting revenues to be more than 20 percent
lower than projected. Nearly 25 percent of compa-
nies surveyed have cut investment plans, AmCham
Shanghai said. The commercial hub of 25 million peo-
ple was closed in sections from late March, when the
Omicron variant fuelled China’s worst COVID out-
break in two years. Signs of resentment and anger
emerged throughout the lockdown, with some resi-
dents struggling to receive fresh produce or access
non-Covid medical care.

Although authorities drew up a “white list” of
companies that could continue production, this was
generally with limitations to minimize virus spread
and many smaller firms continued to grapple with
restrictions. AmCham said around a quarter of manu-
facturers surveyed were speeding the localization of
their China supply chains while moving production of
global goods out of the country. As of early June, only
35 percent of the manufacturers polled were operat-
ing at full capacity and close to three-quarters of all
firms surveyed had yet to enjoy economic support
measures since Shanghai’s lockdown.

AmCham Shanghai president Eric Zheng said the
lockdown’s impact on businesses has been “pro-
found”. “The Shanghai government must act quickly
to ensure unhindered supply chains, logistics and
worker mobility and to accelerate the provision of
financial support to businesses,” Zheng said. This
week, analysts at Fitch ratings downgraded China’s
growth predictions for the year to 3.7 percent based
on “the cautious pace at which pandemic-related
restrictions have been eased”. This would be far
below China’s target of around 5.5 percent full-year
growth.— AFP
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News in brief
Australia hikes minimum wage 

SYDNEY: Australia raised the minimum wage by
over five percent on Thursday, a slower-than-infla-
tion increase as prices for basic goods soar. The
Fair Work Commission set the new minimum rate at
Aus$21.38 (US$14.75) an hour, a 5.2 percent
increase. Inflation is forecast to hit seven percent
by the end of the year, according to central bank
governor Philip Lowe. Food, fuel and other costs
have been pushed higher by Russia’s invasion of
Ukraine, supply chain problems from COVID lock-
downs in China and floods on Australia’s east coast.
At the same time wage growth has been stalled in
Australia for years, despite ultra-low unemployment
of 3.9 percent and many businesses struggling to
find staff. — AFP 

Tanzania targets internet giants 

DAR ES SALAAM: Tanzania will introduce a digi-
tal tax this year, the country’s finance minister said,
in a move targeting global internet giants offering
services in the East African nation. The two-percent
tax will come into effect in July and follows similar
attempts by other countries to force US multina-
tional tech companies to pay at least a portion of
their revenues in local tax. Tanzania’s Minister for
Finance and Planning, Mwigulu Nchemba,
announced the measure on Tuesday as he present-
ed the nation’s annual budget. “Tanzania Revenue
Authority shall establish a simplified registration
process to accommodate digital economy opera-
tors who have no presence in Tanzania,” Nchemba
told lawmakers. — AFP

Gazprom to cut gas flow 

ROME: Russia’s Gazprom told Eni it would cut its
gas supply by around 15 percent, the Italian energy
giant said, amid tensions between Moscow and the
West following its invasion of Ukraine. “Eni confirms
that Gazprom has announced a limited reduction in
gas supplies for today, amounting to around 15 per-
cent,” a spokesman told AFP. “The reasons for the
decrease have not been notified at the moment,” he
said, adding that Eni was “constantly monitoring the
situation”. On Tuesday, Gazprom said it would be
reducing the daily gas deliveries via the Nord
Stream pipeline to Germany due to the “repair” of
compressor units by German company Siemens.
Italy buys the majority of its natural gas from over-
seas-and more than 40 percent of its imports come
from Russia. — AFP 

Steelworkers get 6.5% pay leap 

FRANKFURT: Tens of thousands of steel workers
in western Germany will get a 6.5-percent pay hike
this year-the biggest jump in three decades-in a set-
tlement that could set the tone for industry as infla-
tion soars. The agreed increase would come into
effect “from August 1”, the IG Metall union in the
region of North Rhine-Westphalia said in a state-
ment Wednesday. The 68,000 steelworkers in the
industrial region would also receive a one-off pay-
ment of 500 euros for the months of June and July,
the union said. The outcome of the negotiations was
“the biggest increase in wages in the steel industry in
percentage terms in 30 years,” said IG Metall boss,
Joerg Hofmann. Germany’s largest union, IG Metall
launched a strike action at steelworks in the west in
May after management failed to meet its demands
for an 8.2 percent pay increase. On Thursday at the
peak of the movement, around 16,000 workers
across 50 firms downed tools, the union said.— AFP

China factory output, retail sales 
weak as COVID shadow persists

Shanghai lockdown sees quarter of US firms cut investment plans

NANTONG: A worker produces silk products that will be exported at a textile factory in Nantong in China’s eastern
Jiangsu province on June 15, 2022.— AFP

Lacking tourism 
workers, Croatia 
recruits abroad
ROVINJ: Tourists are flocking back to Croatia after the
pandemic decimated its vital travel industry, except the
Adriatic nation has a problem: it lacks workers to cater
to the legions of visitors. Faced with a chronic shortage
of tourism workers, Croatia is recruiting people in neigh-
boring Balkan countries and as far as Asia to fill the gap.
It is a problem that other top tourist destinations in
Europe-France, Spain and Greece-have also experi-
enced since the lifting of COVID restrictions. But it is an
issue that Croatia-famous for its idyllic coast line dotted
with more than 1,000 islands and islets-already strug-
gled with for years and has worsened since the pandem-
ic. The tourism industry could be short of 10,000 work-
ers this year, according to official estimates.

“The situation is alarming,” said Stanislav Briskoski,
owner of a restaurant in the tourist hotspot of Rovinj, in
northern Istria peninsula, and head of Istria caterers and
tourism workers guild. Croatia is primed for a tourism
rebound: it has already hosted nearly three million visi-
tors in the first five months of the year, nearly triple the
number from last year, which bodes well for the peak
summer season in July and August. The country of 3.8
million people greeted a record 21 million visitors in
2019. “The desire for travel is big ... tourists will come,”
the head of the Croat tourism association, Veljko Ostojic,
said. Tourism is a major source of revenue for Croatia,
accounting for one-fifth of its economy. Ostojic said the
industry could break its 2019 record, unless the war in
Ukraine escalates. But the sector needs workers.

‘Once in lifetime opportunity’ 
Since Croatia joined the European Union in 2013,

more than 250,000 Croats have left the country seeking
a better life in Germany, Austria or Ireland. More recent-
ly, COVID lockdowns forced catering and tourism
employees to look for jobs in other sectors, where they
eventually stayed, having better wages and better work-
ing hours. Last year, Croatia lifted quotas for foreign
workers hailing mostly from its non-EU Balkan neigh-
bors as well as Asia. By June, it issued more than 51,000
work permits for foreign nationals, mostly in the con-
struction sector, followed by catering and tourism. It was
almost double compared with the same period in 2021
and some 100,000 permits are expected to be issued
this year. “It’s a once in a lifetime opportunity to work
here, in Europe,” James Pepito, a gardener at Mon Perin
camping, near Rovinj, told AFP.

The 32-year-old Filipino, who worked in Oman and
Qatar before arriving in Croatia two years ago, hopes to
stay for another year. “I have a good experience, that’s
why I’m still here in Croatia,” he said, praising the wages,
weather and good colleagues. Pinoy 385, an employment
agency for Filipinos, has found job for Pepito and some
1,700 other people, with another 500 expected to be
hired by the end of the year to work as assistant cooks,
maids, waiters and bakers. “We should realize that the
worker shortage is not a current but rather a longterm
issue and plan employment accordingly,” the agency’s
owner, Stjepan Jagodin, said. —AFP

ROVINJ: People take pictures of the city of Rovinj, on the
west coast of the Istrian peninsula. — AFP

ECB calls for surprise 
meeting as borrowing 
costs rise
FRANKFURT: European Central Bank policymakers
called an emergency meeting on Wednesday, as more
indebted eurozone states have come under pressure
from rising borrowing costs. A week after a regular
gathering, the governing council will hold an “ad-hoc
meeting” to discuss “current market conditions,” an
ECB spokesperson said.

The ECB drew a line under years of ultra-loose
monetary policy at last week’s meeting, calling an end
to its massive bond-buying stimulus program at the
beginning of July. Under pressure from soaring inflation
in the eurozone, the ECB also announced its first
planned interest rate hike in over a decade for the same
month. Consumer prices rose at an 8.1-percent pace in
May, an all-time high for the currency club and well
above the ECB’s own two-percent target.

The switch in the central bank’s policy has raised the
spectre of “fragmentation” in the eurozone, where the
borrowing costs for some, more indebted members rise
faster than for others. Following the meeting last week,
the so-called spread between the yields for 10-year
Italian bonds and those of Germany-seen as a bench-
mark for stability-climbed even further, reaching levels
not seen since the very start of the pandemic in 2020.

Yields on Italian 10-year bonds fell following the
announcement of the ECB meeting, reducing the
spread with German government debt. Eurozone stock
markets also rose after falling this week ahead of a reg-
ular US Federal Reserve meeting where policymakers
could hike rates even higher than expected to combat
decades-high inflation.

Speaking at an event in Paris on Tuesday, ECB exec-
utive board member Isabel Schnabel said the bank
would “not tolerate” unwarranted increases in borrow-
ing costs that would “undermine” the bank’s policy.
Schnabel said the ECB’s response to the risks of frag-
mentation would “depend on the situation we are fac-
ing”, but insisted that the bank’s commitment had “no

limits”. “There can be no doubt that, if and when need-
ed, we can and will design and deploy new instruments
to secure monetary policy transmission and hence our
primary mandate of price stability,” she said.

‘Flexibility’ 
The ECB was prepared to respond in a “very short

period of time” if necessary, Schnabel said. “In that
case, reinvestments from maturing securities under the
PEPP can be adjusted flexibly across time,” she said.
PEPP is the ECB’s pandemic-era stimulus program to
stoke economic growth and keep credit flowing in the
19-nation currency club.

The ECB brought an end to net purchases under the
1.85-trillion-euro ($1.94-trillion) scheme in March this
year. Another option would be to design a new “tool”,
Schnabel said, though its scope would depend on “the
situation we are facing”. Schnabel is only the latest sen-
ior ECB figure to intone on the risks of rising spreads.
President Christine Lagarde said the ECB would show
“flexibility” in response to pressure on borrowing costs
at the ECB’s regular meeting last week in Amsterdam.

“Some spread widening amid an overall rise in yields
is normal,” said Holger Schmieding, chief economist at
Berenberg Bank. “As long as it remains consistent with
the inflation backdrop and the pace of nominal growth,
it should not present an imminent risk even for fiscally
challenged Italy,” Schmieding said. —AFP

Central banks in 
focus as Equities 
rebound 
LONDON: Europe’s equities pushed higher
Wednesday as the European Central Bank pledged to
ease the stress in volatile eurozone bond markets,
while US stocks advanced ahead of a major US rate
hike. Frankfurt, London and Paris stocks rallied, as
investors were reassured by news of an emergency
ECB meeting.

All three main indices had slid Tuesday, joining a
global slide in equities on growing expectations that
the US Federal Reserve will move aggressively to com-
bat inflation at the conclusion of its latest scheduled
monetary policy meeting on Wednesday. Bitcoin
extended this week’s precipitous slide to approach the
key level of $20,000 as investors continued to shun
risky crypto assets, while oil prices retreated further
on lower energy demand expectations.

‘somewhat underwhelming’ 
The ECB said after its surprise meeting that it

would use “flexibility” to ease stress on in sovereign
debt markets and design a new instrument to ward off
a fresh crisis in the eurozone. The borrowing costs of
some eurozone countries have risen faster than those
of others as the ECB tightens its monetary policy. The
bank has vowed to prevent such “fragmentation”
which occured during the eurozone debt crisis a
decade ago.

The yield on 10-year Italian bonds fell on

Wednesday. The euro rose against the dollar before
giving up gains after the ECB announcement.
Markets.com analyst Neil Wilson called the announce-
ment “somewhat underwhelming” and did not merit a
special meeting. Earlier, Wilson had said the emer-
gency meeting “smacks of panic and a lack of control
— but the market is happy to see it happen”. The ECB
is due to raise eurozone interest rates and end its mas-
sive bond-buying stimulus program in July.

Asian stock markets closed mixed Wednesday with
investors on edge over the looming Fed decision that
has taken on greater significance since forecast-bust-
ing US inflation recently sent shockwaves through
world markets. Wall Street’s major stock indices
advanced ahead of the Fed announcement. Traders’
screens were awash with red at the start of the week
after data on Friday revealed that US consumer prices
had soared at the fastest pace in four decades.

That confounded hopes that US inflation was sta-
bilising and intensified pressure on policymakers to
act. The news ramped up bets that the Fed would hike
interest rates at a steeper and faster pace than expect-
ed as it struggles to retain credibility. Before Friday’s
data, the Fed had been tipped to lift borrowing costs
by half a percentage point at Wednesday’s meeting,
but investors are now widely anticipating a three-
quarter point increase, with some even suggesting one
percentage point.

The moves fuelled worries that the tighter monetary
conditions will deal a blow to the US economy and
potentially send it into recession next year. Data
released Wednesday showed US retail sales declined
by 0.3 percent in May, confounding analysts who had
expected a modest rise. “These numbers were worse
than expected and point to a US economy that
appears to be weaker than thought,” said CMC
Markets analyst Michael Hewson.— AFP

FRANKFURT: The headquarters of the European Central
Bank (ECB) is pictured in Frankfurt am Main, western
Germany, on June 15, 2022. — AFP 


