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S Korea enters recession 
as exports plunge by 

most since 1963
REUTERS, Seoul

South Korea plunged into recession in 
the second quarter in its worst economic 
decline in more than two decades as the 
coronavirus pandemic battered exports and 
social distancing curbs paralysed factories.

Asia’s fourth-largest economy shrank by 
a seasonally adjusted 3.3 per cent in the 
June quarter from three months earlier, the 
Bank of Korea said on Thursday. That is the 
sharpest contraction since the first quarter 
of 1998 and steeper than a 2.3 per cent fall 
seen in a Reuters poll.

South Korea joins Japan, Thailand and 
Singapore in technical recession, defined 
as two straight quarters of decline, as 
the pandemic slams Asia’s trade-reliant 
economies. However, analysts and 
policymakers are looking at the prospect of 
a recovery that would be faster than those 
of its regional peers.

“It’s possible for us to see China-
style rebound in the third quarter as the 
pandemic slows and activity in overseas 
production, schools and hospitals resume,” 
South Korean finance minister finance 
minister Hong Nam-ki said after the data 
was released, referring to China’s return to 
growth in the second-quarter after a deep 
slump earlier in the year.

South Korea’s gross domestic product 
fell 2.9 per cent in year-on-year terms, the 
biggest fall since the fourth quarter of 1998 
and worse than a 2.0 per cent decline seen 

in the poll.
Exports, which account for nearly 40 

per cent of the economy, were the biggest 
drag on growth, dropping by 16.6 per cent 
on-quarter to mark the worst reading since 
1963.

South Korea’s POSCO, the world’s 
fifth-biggest steelmaker, reported an 84.3 
per cent drop in operating profit in the 
second quarter as global demand for steel 
plummeted.

On Thursday, the world’s No. 2 memory 
chip maker SK Hynix warned of uncertainty 
in the second half, even as its second-
quarter operating profit tripled.

“While consumer spending should 
gradually recover, the threat from the virus 
is unlikely to fade entirely and some social 
distancing will probably have to remain in 
place,” Capital Economics Asia Economist 
Alex Holmes said.

“Meanwhile, global demand is only 
likely to recover slowly which will weigh 
on the export recovery.” South Korea 
has reported almost 14,000 infections 
and around 300 deaths since the start of 
the outbreak, relatively low numbers by 
global standards although the economic 
disruptions have been significant.

Construction investment fell 1.3 per 
cent quarter-on-quarter, while capital 
investment declined 2.9 per cent. 

Output from manufacturing and the 
service sector fell by 9.0 per cent, and 1.1 
per cent, respectively.
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HSBC denies Chinese media 
reports that it ‘framed’ Huawei
REUTERS, Beijing

HSBC on Saturday denied Chinese 
media reports that it had  “framed” 
Huawei Technologies and played 
a role in the arrest of the chief 
financial officer (CFO) of the 
world’s biggest telecoms equipment 
maker.

In a statement posted on the 
bank’s Chinese WeChat messaging 
service account, the London-
headquartered lender said it did 
not participate in the decision of 
the U.S. Department of Justice to 
investigate Huawei.

The HSBC statement comes a 
day after China’s official People’s 
Daily newspaper published a 
report accusing HSBC of being an 
accomplice of the United States 
and lying about Huawei, resulting 
in the arrest of its CFO Meng 
Wanzhou.

Meng was arrested in December 
2018 at Vancouver International 

Airport on a warrant from the 
United States.

She is accused by U.S. authorities 
of bank fraud for misleading HSBC 
about Huawei’s relationship with a 
company operating in Iran, putting 
HSBC at risk of fines and penalties 

for breaking U.S. sanctions on 
Tehran.

“The context of the development 
of the Huawei incident clearly 
shows that the U.S. investigation 
of Huawei was not triggered by 
HSBC,” the bank said in its WeChat 

post, without directly referring to 
the People’s Daily report.

“HSBC has no malice against 
Huawei, nor has it ‘framed’ 
Huawei,” it said.

“In response to information 
requests from the U.S. Department 
of Justice, HSBC only provided 
factual information. HSBC has not 
‘fabricated’ evidence or ‘concealed’ 
facts, nor will it distort facts or 
harm any customers for our own 
benefit.”  The People’s Daily report 
on Friday alleged HSBC was well 
aware of Huawei’s business in Iran, 
and had been  “setting traps” for 
the company since 2012.

Other Chinese media, including 
the China Global Television 
Network, have made similar 
allegations against HSBC.

Meng is fighting extradition 
to the United States and has said 
she is innocent. She has been in 
house arrest in Vancouver since her 
detainment. 

Concerted efforts key 
to economic recovery
FROM PAGE B4

Finding the ‘new normal’ can be challenging as 
educational institutions are closed indefinitely. With 
self-care, the support of our loved ones and neighbours, 
and a few healthy coping strategies, we can manage 
and reduce the pressure that prevents us from living a 
normal life. 

Family facilitates the transfer of culture from the 
older generation to the younger, passing on values and 
the importance of hard work, discipline, and solidarity. 

The strong examples set by parents, grandparents, 
and extended family members foster work ethics and 
morals within individuals entering the workforce, 
which positively impacts the quality of manpower. 

We all should build up an emergency fund, no 
matter how big or small. Managing your money is 
more than just knowing how much you have in your 
bank account; it means watching what you spend and 
saving when able. 

Not only the government, but development 
agencies, the private sector and each of us should play 
an important role in getting the country back on the 
development highway. 

If we work and live united, Bangladesh will surely 
make a comeback soon and our new success story will 
indeed impress the global audience.

The author is the head of supply chain and procurement  
at bKash Limited

Real trouble brews for real estate, subsectors
FROM PAGE B4

The paint industry is also witnessing lower 
profits in the April-June quarter along with 
other construction-related sectors.

The pandemic also had a detrimental 
impact on the paint industry as the 
construction industry has screeched to a 
halt owing to the general leave, said Mohsin 
Habib Chowdhury, senior general manager 
for sales and marketing at Berger.

The overall demand for paints plunged by 
about 50 per cent, he recently told The Daily 
Star in an interview, adding that the last 
quarter of the year would be better than the 
April-June quarter.

“We all should be prepared mentally for 
2020 to be the worst year for the painting 
industry and the construction sector as GDP 
growth rate is going down and these sectors 
are positively related to the growth rate,” 
Chowdhury added.

The World Bank projects that Bangladesh’s 
gross domestic product is likely to witness 
a mere 1 per cent growth in fiscal 2020-21, 
which was more than 8 per cent in 2018-19.

It was expected that most listed companies, 
especially construction related ones, are 
going to post losses or lower profits for the 
last quarter due to the shutdown of economic 
activities, said Shahidul Islam, chief executive 
officer of VIPB Asset Management Company.

The asset management company manages 

more than Tk 160 crore of assets, which is 
mostly invested into listed stocks.

The thing that gives hope is that the 
economy’s wheels are starting to run and 
companies are bouncing back well ahead of 
what was expected, he said.

However, the construction companies 
may bounce back slower than others, Islam 
said, adding that the next dry season may be 
that of a resumption for them.

A number of REHAB members have 
already started their construction activities 
following the lifting of the general holiday at 
the end of the May, said Alamin, who is also 
the managing director of Samsul Alamin Real 
Estate Company.

Although most of the REHAB members 
are opening their project sites gradually, the 
progress is not that good as many labourers 
are yet to return to work, he said, adding that 
the situation would turn better once a vaccine 
became available. In response to a question, 
Alamin said around 30,000 flats were under 
construction at present but development 
had been impacted for which the handovers 
would be delayed.

If the government wants to revive the 
vibrant economy then it should invest in the 
real estate and construction sectors as is done 
by all countries as infrastructure development 
leads to the generation of a huge number of 
jobs, Alamin added.  

Singer reports 42pc slump in sales
FROM PAGE B4

If collection gets slower, it increases the risk 
of default loans on products sold on credit 
to the customers.

As a result of the increased risk, the bad 
debt provision needs to be kept higher than 
it was under normal circumstances.

In regards to the reduced cash flow, 
Singer said that the company’s business 
was lower in the second quarter compared 
to the same period of the previous year and 
that adversely affected the cash flow.

Net operating cash-flow per share stood 
at Tk 39.49 in the negative as of June 30, 
2020, which was 6.51 in the negative on the 
same day of the previous year.

Considering the nature of business in 
terms of the hire purchase scheme, credit 
extended to dealers and institutions and 
seasonal effects sometimes push operating 

cash flow into the negative, said Singer.
“Besides, operating cash flows became 

more negative this year compared to the 
previous year due to the loss of sales 
followed by lower collections considering 
the Covid-19 impact,” the company 
added.

In addition, higher imports due to 
Chinese New Year sales and double shifts at 
factories of refrigerators, televisions and air 
conditions put an impact on the cash flow.

With higher imports, the inventories 
of the company rose 54.86 per cent to Tk 
680.75 crore as of June 30 compared to the 
first day of the current financial year.

The half-yearly earnings per share of the 
company slumped to Tk 1.91 at the end of 
June from Tk 5.14 a year ago.

The stocks of Singer Bangladesh closed 
at Tk 147 in the DSE yesterday.  


