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Oil plunge a 'golden opportunity

for Asian economies

AFP, Singapore

The plunge in crude prices
will give a much-needed
boost to Asia's oil-guzzling
economies and provides
governments a "golden
opportunity” to implement
crucial structural reforms
such as cutting expensive
energy subsidies, analysts say.

A slowdown in the key
export markets of Europe,
China and Japan, the end
of US stimulus measures,
and an expected US rate
hike -- fuelling a flight of
foreign cash in search of
better returns -- has left
some governments having
to make tough decisions to
get back on track.

But experts say lower oil
prices would ease inflation-
ary pressures throughout
much of Asia, allowing
many central banks to either
keep monetary policy on
hold or reduce interest rates.

And the Asian
Development Bank last
month said developing
countries could see an addi-
tional 0.5 percentage point
of growth on average this
year if oil prices remain low.

However reforms are
needed, analysts say, and
among the most crucial
and controversial is the
removal of fuel subsidies,
which in the past been the
catalysts for sometimes
violent protests across the
spectrum, from the impov-
erished to the region's
growing middle class.

While global equity
markets are being strafed

i wa - e
7

A

. ¥
3

=
= e
TS
| = |

iy

Vel et B
PN I | it £

i | 1
.o T B i |
F _5%1--!:;11 ,

s B

AFP

Regular cash prices of gas are displayed at a Mobil station in Michigan on Tuesday.
Crude oil prices dropped below $50 a barrel.

by a continuing slump in
the prices of black gold --
they have fallen more than
50 percent since June to
five-and-a-half-year lows --
analysts said countries
should grab the opportu-
nity and move now.

Malaysia, Indonesia and
India have already made
cut to the populist but
economically disastrous
subsidies, which have con-
tributed to government
fiscal deficits.

Shang-Jin Wei, chief econ-
omist at the Manila-based
ADB, said in a statement that
easing oil prices "present a
golden opportunity” for oil-
importing countries to intro-
duce the reforms.

And Rajiv Biswas, Asia
Pacific chief economist at

global consultancy [HS,
warned if they fail to move,
leaders "will miss the win-
dow of opportunity and
face public resistance to
removal of fuel subsidies if
oil prices strengthen signifi-
cantly in future years".
Previous efforts in
Indonesia to slash fuel
subsidies sparked violent
protests, but the country's
new president Joko
Widodo has vowed to
tackle the problem despite
risks to his popularity.
Widodo, who took office
in October, wants the
money diverted to overhaul-
ing infrastructure and help-
ing the country's poorest.
An attempt by former
Indonesian president
Suharto to reduce the subsi-

dies triggered riots that
helped end his three-decade
dictatorship in 1998.

India also experienced
similar protests in the past
when it tried to cut the
subsidies -- diverted govern-
ment funds used to artifi-
cially keep fuel prices low.

Removing the payouts
allows market forces to
determine prices and free
them from political manip-
ulation.

The softer crude prices
will also provide some
respite for the region's oil-
reliant economies, facing
global headwinds from
slowing in their key export
markets.

Biswas said "most of the
Asian economies are large
net importers of oil and

gas, and will benefit from
lower oil import costs and
significantly reduced fuel
costs for consumers”.

“This positive boost helps
to mitigate the negative
effects of China's moderating
egrowth rate and Japan's
slump back into recession in
late 2014," he said.

Analysts expect India,
Asia’s third largest econ-
omy, to be a major benefi-
ciary as it imports nearly 80
percent of its oil needs.

Like China and South
Korea, the lower prices
should keep inflation in
check and allow the central
bank to implement much-
needed interest rate cuts
with less fear of stoking
inflation.

Among the top winners is
the airline sector, while
shipping and energy-
intensive heavy manufactur-
ing industries such as steel
will benefit across the region.

Shukor Yusof, founder
of Malaysia-based aviation
research firm Endau
Analytics, said jet fuel
accounts for about a third
of airline operating costs in
Asia.

"You're likely to see
airlines posting profits for
the fourth quarter of 2014
and for this coming quar-
ter," he told AFP.

"Given the trend in
falling oil prices, we should
see a corresponding correc-
tion in air fares as well."

However, oil and gas
exporters including
Malaysia and Brunei stand
to take a hit.

Eurozone prices fall
fuelling deflation fears

AFP, Brussels

The eurozone slipped into deflationary
territory in December for the first time
since the height of the financial crisis in
2009, EU figures showed Wednesday,
challenging the ECB to take action to avert
a new economic crisis in Europe.

Consumer prices in the single currency
area fell 0.2 percent last month, dragged
down by plummeting oil prices and signal-
ling big problems ahead with renewed crisis
in debt-plagued Greece also on the horizon.

World stocks nosedived and the euro
struck nine year lows against the dollar this
week on renewed fears of a Greek exit from
the eurozone if poll-leading leftists win
snap elections this month in Athens.

Amid the instability, the first confirmed
sign of a real fall in prices since the finan-
cial crisis could force the European Central
Bank's hand to do more to prop up the
single currency.

The European Commission insisted that it
was confident the eurozone could avoid
slipping into a deflationary spiral, in which
businesses and households delay purchases,
throttling demand, triggering recession and
causing companies to lay off workers.

Spokeswoman Annika Breidthardt said
low inflation would "continue for the
short term, but we expect it to pick up
again once the economy gradually
strengthens and wages rise.”

"We would like to point out the differ-
ence between deflation and temporary
negative headline numbers," she told a
daily briefing. Analysts were more pessi-
mistic, however,

"December's sharp drop in euro-zone
inflation into negative territory could herald
the start of a prolonged and damaging bout
of deflation in the currency union, which
may in turn threaten to re-ignite the region's
debt crisis,” said Jonathan Loynes, econo-
mist of Capital Economics in London.

British supermarket Sainsbury's
logs falling Christmas sales

AFP, London

British supermarket chain Sainsbury's said
Wednesday that sales fell over the key
Christmas trading period and warned that
the outlook was challenging due to ongo-
ing price wars in the sector.

Sales including fuel slid 2.5 percent in
the group's third quarter or 14 weeks to
January 3, compared with a year earlier, it
said in an update. Excluding fuel, they fell
by just 0.4 percent.

Like-for-like sales, stripping out the
impact of new floor space and excluding
fuel, sank 1.7 percent. That however marked
an improvement from a 2.9-percent slide in
the previous second quarter.

"The outlook for the remainder of the
financial year is set to remain challenging,

with food price deflation likely to continue,”
said chief executive Mike Coupe. "Our perfor-

mance in the third quarter showed an
improving trend quarter-on-guarter.

"However, given the uncertainty in the
trading environment, food price deflation
and the price reductions we announced
this week, we currently expect our fourth
quarter like-for-like to be similar to that of
our first half."

Sainsbury's added it had nevertheless
enjoyed a record-breaking Christmas week
with a total of 29.5 million customer trans-
actions.

The results come after Sainsbury's
launched its latest round of reductions as
part of a £150-million investment in price-
cutting announced last November.

Britain's supermarkets remain locked in
a fierce price war. The sector faces competi-
tion from German-owned discounters Aldi
and Lidl, as well as upmarket food offerings
from Marks & Spencer and Waitrose.

Berlin prepares for possible Greek exit from euro

Mass circulation Bild daily said that
if Athens were to break off from its
savings and reform course, an out-
standing 10 billion euros ($12 billion)
of aid to Greece could be halted.

"If it were to come to an exit by

AFP, Berlin

Germany has made preparations for
the possibility of Greece leaving the
eurozone, including any run on Greek
banks, a German newspaper reported

Germany's Der Spiegel news weekly
on Saturday cited sources close to the
German government as saying
Chancellor Angela Merkel is prepared to
let Greece leave the eurozone if Greeks
elect a government that jettisons the
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CFR(C) BDT 2,00,000 (Taka Two Lac) only in the form of Pay-Order/ | (Thirty) days  from the 2 | S TSR
Chittagong by | Bank Draft/Bank Guarantee. The Successful Bidder is to submit | date of opening L/C. y | PifeSre arers WGy wa/ze FRUFOIT TLF G2 FUE Trard Flare 2379 92 (F9 L5F TEAS] G2 2309
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