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UK banking giants back China’s
Hong Kong securlty law

AFP, Hong Kong

British banking giants HSBC
and Standard Chartered on

Thursday  backed  China’s
contentious  security  law
proposal for Hong Kong,

which critics fear will be used
to stamp out dissent in the city.

Beijing announced plans
last month to bypass Hong
Kong's legislature and impose
the law, following seven
straight months of huge and
often violent pro-democracy
protests last year.

China says the law is
needed to tackle “terrorism”
and “separatism” in a restless city it now
regards as a direct national security threat.

Opponents fear it will be used to stifle
local opposition to Communist Party rule,
despite the promise of limited freedoms
and autonomy for 50 years after the city's
1997 handover from Britain.

But several conglomerates  with
mainland business interests have in recent
days issued statements supporting the bill,
including the Asia-focused banking giants.

“HSBC reiterates that we respect and
support laws that will stabilise Hong Kong's
social order and revitalise the economy,”
HSBC said in a post on Chinese social
media WeChat.

The statement accompanied a picture of
the bank’s top Asia executive, Peter Wong,
signing a petition in support of the law on
Wednesday. In an interview with China’s
state media agency Xinhua, Wong said he
hoped the law would bring “long-term
stability and prosperity” to Hong Kong.

His comments came after the city’s pro-

British banks HSBC and Standard Chartered have
publicly supported China’s national security law
proposal for Hong Kong.

Beijing former leader Leung Chun-ying
publicly criticised the British bank for not
publicly supporting the law while profiting
from its Chinese business interests.

London-based Standard Chartered also
lined up to support the laws, saying they
hoped details of its provisions would
“enable Hong Kong to maintain economic
and social stability”.

And British multinational Jardine
Matheson took out a full-page advertisement
in a local newspaper on Wednesday to
pledge its support for the bill.

The firms’ support of the law is at odds
with the British government, which says the
bill breached the agreement signed with
China to govern the territory after the 1997
handover.

British Foreign Minister Dominic Raab
said Tuesday he had spoken to allies
including the United States and Australia
about potentially opening their doors to
Hong Kongers seeking to leave the city if
the law is passed.

Facebook and PayPal
invest in Indonesian
start-up Gojek

AFP, Jakarta

Facebook and PayPal have invested in the Indonesian
ride-hailing and digital payment start-up Gojek, joining
other tech giants Tencent and Google, the Jakarta-based
company said Wednesday.

The new investment “will support Gojek’s mission
to boost Southeast Asia’s digital economy, with a focus
on supporting payments and financial services in the
region,” it said in a statement.

The size of the investment was not disclosed.

Starting as a motorcycle ride-hailing call centre in
2010, Gojek launched an app five years later that soon
turned into a “super-app” offering a wide range of
services including deliveries, takeaway food and financial
services.

The investment is Facebook’s first in Indonesia,
Southeast Asia’s leading economy.

The social network behemoth is looking for new
outlets for its products, particularly WhatsApp messaging,
which is used everywhere in the country of more than
260 million people.

“Gojek, WhatsApp and Facebook are indispensable
services in Indonesia,” Matt Idema, chief operating
officer at WhatsApp, said in the statement.

“Working together we can help bring millions of small
businesses and the customers they serve into the largest
digital economy in Southeast Asia.” PayPal’s payment
services are also expected to be integrated into the Gojek
app as part of the agreement.

The Indonesian start-up says it has connected
hundreds of thousands of traders on its platform, often
small businesses in the informal economy, and has more
than 170 million users in the region.

Gojek in March raised $1.2 billion for expansion,
according to Bloomberg, and it is valued at $10 billion
by analysts CB Insights.

The company’s main competitor is Grab, another
“super-app” founded in Singapore.

Indonesia’s digital sector was estimated at $40 billion
in 2019 and could triple by 2025, according to a study by
Google, Temasek and Bain & Company.

ECB ramps up eurozone
support as pandemic persists

AFP, Frankfurt Main

European Central Bank policymakers
surprised Thursday with a bigger-than-
expected boost to their pandemic emergency
bond-buying scheme, adding 600 billion
euros and extending it until mid-2021.

“The envelope for the pandemic
emergency purchase programme (PEPP)
will be increased by 600 billion euros ($674
billion) to a total of 1.35 trillion,” an ECB
spokeswoman said.

The emergency scheme will be extended
to “at least the end of June 2021” rather
than December this year, she added, or until
the ECB's governing council “judges that
the coronavirus crisis phase is over”.

Governors also agreed to reinvest the
proceeds from their PEPP purchases “until at
least the end of 2022", saying that any future
winding-down of the massive expansion in
the ECB balance sheet would be “managed”
to avoid disruption to financial markets.

ECB President Christine Lagarde will
detail the thinking behind policymakers’
decisions at a 1230 GMT press conference.

She will also present formal growth and
inflation forecasts from central bank staff,
after warning last week that the eurozone
economy could contract by between eight
and twelve percent this year.

After initially shocking markets early
on in the pandemic by downplaying the
need to step in, the ECB has made massive
interventions in the eurozone economy
to keep up access to credit for companies,
households and governments.

Pictet Wealth Management strategist
Frederik  Ducrozet  highlighted  the
importance of reinvesting the proceeds from
bonds held by the central bank.

“It should allow the ECB to deviate
more, and for longer, from capital keys,” he
tweeted, targeting its support to individual

countries rather than rigidly buying bonds
in line with member nations’ share in the
ECB'’s capital.

Such signals may be more important to
markets than the headline increase in bond-
buying, as the bank was unlikely to exhaust
its ammunition anytime soon at its present
purchase pace.

“The strong signal can bolster the nascent
rebound in the confidence of households
and companies that the worst will soon
be over,” said Berenberg bank economist
Holger Schmieding.

Hints at further action could come in
the ECB'’s inflation forecasts, as the central
bank’s main task is to ensure price stability
in the 19-nation eurozone.

Price growth slowed to just 0.1 percent
year-on-year in May from 1.2 percent in
February before the pandemic and well
below the ECB’s target of close to, but just
below two percent.

Meanwhile, the euro’s growing strength
against the dollar is creating a headwind for
exports.

Governors met Thursday less than a
month after a German Constitutional Court
(GCC) ruling that a two-trillion-euro bond-
buying scheme launched in 2015 may not
have been “proportionate” to its price
stability goal and needed to be clarified.

If the ECB cannot satisfy the judges, the
German Bundesbank central bank may not
be able to participate in bond-buying.

While finding a face-saving solution to
the immediate legal headache, policymakers
must also consider how court challenges
might limit their future options.

With Thursday’s decisions, “the ECB is
also demonstrating that it remains a truly
independent institution fully committed
to its mandate of price stability -- and is
not in any way constrained by the verdict,”
Berenberg economist Schmieding said.

Stock markets turn weaker
after strong gains

keep credit flowing in the region.

AFP, London

IG trading group, said shortly before

AFP, London

UK car sector axes 2,000 jobs

as sales slump

Elsewhere on Thursday,

data

“Restarting this market is a crucial

A rally in global stock markets petered
out Thursday, while oil prices fell,
with investors cautious as they waited
for a key European Central Bank
(ECB) meeting.

“After enjoying a very bullish
session yesterday, it seems that traders
are content to wait and see what
happens in relation to the European
Central Bank’s meeting,” said David
Madden, analyst at CMC Markets UK.

Most analysts expected the ECB
tobeef up its emergency bond-buying
scheme with hundreds of billions
of euros to weather the coronavirus
pandemic.

In the event, the ECB said it would
spend an extra 600 billion euros on
bonds while leaving interest rates
unchanged.

The additional bond buying comes
on top of an earlier pledge to hoover
up 750 billion euros in government
and corporate bonds this year so as to

Elsewhere, oil markets slipped,
after climbing to three-month highs
Wednesday on hopes for an extension
to a massive output cut by major
producers Saudi Arabia and Russia.

Stock markets rose sharply
Wednesday, building on recent strong
gains, bolstered by the further easing
of coronavirus lockdown measures
and signs that economies could be
past the worst of the coronavirus crisis.

Wall Street’s Nasdaq index climbed
Wednesday to near its all-time high.

In Europe, Germany said late
Wednesday that it would pump 130
billion euros ($146 billion) into a
stimulus package to kick-start the
region’s biggest economy.

“The actual market impact today
of a fresh boost may be limited, given
how widely-expected the move is, but
it signals the continued willingness
of central banks to act, and investors
should be reassured by this,” Chris
Beauchamp, chief market analyst at

the ECB announcement.

Wednesday saw the release of US
data showing another 2.76 million
private jobs were lost in May, which
was well below the nine million
expected by economists, indicating
there is light at the end of the tunnel.

“Global equity markets have...
(been) in a buoyant mood fuelled by
the prospect of economies reopening
while data releases have supported the
notion that the worst of the economic
downturn could be behind us,” said
Rodrigo Catril of National Australia
Bank.

But China-US tensions remain
on the table, and on Wednesday
Washington ordered the suspension
of all flights by Chinese airlines in and
out of the United States.

China said it would allow foreign
airlines currently blocked from
operating in the country to resume
limited flights from June 8, lifting a de
facto ban on US carriers.
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Britain's battered automotive sector
axed 2,000 jobs Thursday after the
coronavirus crisis slashed sales of new

vehicles.

Car showrooms in England
reopened this week as the UK
government eased COVID-19
lockdown measures that have

slammed the brakes on the industry.

However, UK car dealership Lookers
on Thursday said it would axe about
1,500 jobs and shut 12 showrooms.

It came as Aston Martin revealed it
would cut 500 jobs as James Bond’s
favourite carmaker seeks to recover from
diving demand and ballooning losses
that began long before the virus appeared.

showed that sales of new cars in
Britain plunged 89 percent to around
only 20,000 vehicles in May.

That compared with 184,000
units in the same month of last year,
according to the Society of Motor
Manufacturers and Traders (SMMT).

Sales are down 51 percent in the
first five months of 2020, compared
with a year earlier, it added.

SMMT chief executive Mike Hawes
said the coronavirus had caused an
“inevitable yet devastating impact on
the market”.

He added: “This week’s reopening
of dealerships is a pivotal moment for
the entire industry and the thousands
of people whose jobs depend on it.

first step in driving the recovery of
Britain's critical car manufacturers and
supply chain, and to supporting the
wider economy,” said Hawes.

At the same time, the UK car
industry remains much troubled by
Brexit. Nissan on Wednesday warned
that a no-deal Brexit would threaten
the Japanese carmaker’s largest plant
in Europe based in Sunderland,
northeast England.

Britain left the European Union
on January 31 but remains under the
bloc’s rules until the end of the year
while both sides try to thrash out
terms of a new relationship.

Fears are growing however that no
new trade deal will be reached in time.
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