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Aslan economies seen
shifting down a gear in '08

AEP, Tokyo

Asia's economies are set to lose
some steam in 2008 as the US
economic locomative slows, but
continued breakneck growth in
China should ensure the region
escapes a severe downturn, ana-
lysts predict.

Japan looks particularty vulner-
able to any cooling of the US econ-
omy as brisk exports have played a
pivotal role in a recovery in Asia's
largest economy after a slump
stretching back aver a decade, they
saitl.

But overall the region is
expected to remain relatively
resilient to the ongoing fallout from
a US housing slump and related
creditsqueeze,

"Growth will likely moderate
somewhat from what has been a
very strong performance this year
across mast of Asia," said David
Cohen, director of Asian economic
forecasting at Action Economics in
Singapore.

The extent of the slowdown will
depend on whether the US econ-
omy makes a hard ora soft landing,
analysts said.

“Asia ex-Japan is well placed to

weather a moderate global eco-
nomic slowdown, but not a sharp
downturn,” Lehman Brothers
economist Rob Subbaraman wrote
inaresearchnote,

As well as an expected US slow-
down, high oil prices and a possi-
ble dollar slump are seen as the
main potential threats to the
regiori.

But analysts said Asiais in better
shape to cope with external shocks
than a decade ago when the
regional financial crisis struck
because countries now have cur-
rent account surpluses and huge
foreign exchange reserves.

Despite its resilience so far w
signs of a US slowdown, analysts
say Asia's fortunes are still closely
tied to the United States.

"If there is a hand landing, we
doubt that the region could decou-
ple; China could even face defla-
tion," said Subbaraman.

Asian economies still rely
heavily on the United States to buy
the goods churmed out by their
myriad factories.

"The exposure of Asian econo-
mies to the US and other major
industrialised economies has
increased not decreased over the

last couple of years," said Jan
Friederich, a senior economist at
the Economist Intelligence Unit in
HongKong,

Bur he said the fast-growing
Chinese and Indian economies
might benefit froma moderationin
growth amid concerns about over-
heating.

"Chinais probably growing a bit
fast at the moment. India is proba-
bly also still somewhat on the verge
of overheating," he said.

Slowing demand for their
exports would help to rein in
growth to more sustainable levels,
said Friederich.

According to the Asian
Development Bank, Chinese eco-
nomic growth will ease to 10.5
percent in 2008 from 11.4 percent
in 2007 "if government measures to
cool the economy begin to take
hold."

China's economy continues to
power ahead despite povernment
efforts to rein in growth, with a
recent emphasis on directly order-
ingbanks to curb lending.

Growth in the Southeast Asia
economies is expected to cool o
6.1 percent in 2008 from 6.3 per-
centin 2007, the ADB predicts.

PHOTO: SUMMIT POWER
Tapan Chowdhury (R), power and energy adviser, inaugurates a 35 MW expansian unit of the power plant implemented
by Summit Power Ltd at Ashulia in Savar, Dhaka on Monday. Dr Fauzul Kabir Khan, secretary to Power Division,

Habibullah Mejumder Khan, chairman of Rural Electrification Board, Ayesha Aziz Khan, directar of Summit Group and

_SummitPowerLtd, and TowhidulIslam, managing director of Sumnfit Power Ltd, among others, Were present.

Weak or
strong, euro
still unloved

AFP, Brussels

When the newly created euro
slumped to an all-time low in 2000,
detractors lined up to predict a
dark future for the young currency.

The euro marks its ninth birth-
day on January 1, with detractors
now warning of grave conse-
quernceson accountofitsstrength,

The single European currency
has appreciated by 14 percent
against the dollar since the start of
2007 to within reach of 1.50 dollars,
and by 27 percent since it was
launched in 1999.

Although the euro's ascent has
helped soften the blow of soaring,
dollar-denominated il prices for
consumers, it is pinching
European exporters by making
their products less competitive on
international markets,

The aerospace industry, with
costs largely in euros but sales
outside Europe in dollars, is suffer-
ing in particular and threatening to
shift some production to dollar
zones inorder to cope.

"The only way to prepare the
company for a dollar that no one
can control is -- unfortunately -- to
set up shop in a dollar zone," said
recently Louis Gallois, the chief
executive of the EADS European
aerospace giant.

"In the eyes of the public and
some politicians the euro is blamed
for everything," economist Patrick
Artus said at French bank Natixis.

"At its launch, it was blamed for
inflation ... today it is blamed for
slower economle growth,” he
added. "But the real fault does not
liewith the euro but the dollar.”

With the dollar's weakness
fuelled by concerns about the
health of the US economy, govern-
ments in the eurozone are largely
powerless in the face of their cur-
rency'srise.

Although Washington repeat-
edly stresses that a strong dollar is
in US interests, the currency's
weakness is providing a solid boost
to American exports just as the
economy is beginning to slow.

But divisions among Europeans
about whether the euro's strength
is a problem makes it all the more
difficult for the eurozone to take
action.

French politicians and business
leaders have riled against the
euro's strength while their
German, Dutch and Austrian

relaxed.
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