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Clouds over German economy
as industrial output, exports fall

AFP, Frankfurt

An unexpected drop in German
industrial production in December, as
well as a decline in exports, cast a
shadow over the outlook for Europe's
biggest economy, analysts said on
Tuesday.

According to regular data compiled
by the economy ministry, industrial
output fell by 1.2 percent in December,
disappointing analysts’ expectations
fora modest increase,

Factory output -- a key yardstick for
gauging the health of Europe's biggest
economy -- had already declined frac-
tionally by 0.1 percentin November.

In December, it was weighed
down by falling activity in all main
sectors, with manufacturing output
down by 1.1 percent month-on-
month, energy output contracting by
3.0 percent and construction output
slipping by just 0.2 percent, the min-
istry said.

Analysts had been pencilling in
growth of 0.5 percent for the final
month of last year.

Separately, the federal statistics
office Destatis said that both exports
and imports declined in December.

In calendar- and seasonally-
adjusted terms, exports fell by 1.6
percent to 97.8 billion euros ($109
billion) in December and imports also
declined by 1.6 percent to 78.4 billion
euros.

That caused Germany's trade sur-
plus -- the balance between exports and
imports and a key gauge of an econ-

omy's comparative strength -- to con-
tract to 19.4 billion euros, Destatis
calculated.

Nevertheless, taking 2015 as a
whole, Germany clocked up its highest-
ever trade surplus as both exports and
imports powered ahead to new annual
records.

However, analysts were more con-
cerned about the December data, and
suggested that Germany's economic
strength could be faltering.

The industrial output data "was the
sharpest monthly drop since August
2014," said ING DiBa economist
Carsten Brzeski.

While the decline could be partially
explained by the timing of the
Christmas holidays, taking the fourth
quarter of last year, industrial produc-
tion was down almost one percent,
"illustrating the general weakness of
Germany's former growth engine,”
Brzeski said.

Coupled with the drop in exports
and imports, which showed that
German exporters are also beginning
to feel the pinch from weaker foreign
demand, the data "were a painful
reminder that not all is hunky dory in
the eurozone's largest economy,” the
expert warned.

Capital Economics economist
Jonathan Loynes agreed.

"Overall, the figures deal a further
blow to expectations that growth in the
German and eurozone economies will
pickupin 2016," he said.

The European Central Bank would
therefore need step up its stimulus,

Loynes argued.

"We continue to expect both
another interest rate cut and a pick-up
in the pace of asset purchases" at the
ECB's next policy meeting in March, he
concluded.

ECB chief Mario Draghi has already
hinted as much, saying last month that
the central bank would review and
possibly reassess its current monetary
policy stance.

Commerzbank economist Ralph
Solveen was not quite so pessimistic.

While the industrial output data
underline that German manufacturing
is increasingly suffering from the weak-
ness in emerging markets,... the actu-
ally rather positive orders and sales
figures give reason to expect a signifi-
cant recovery of production in
January, " Solveen believed.

But BayernLB economist Johannes
Mayr said the disappointing December
data meant that his forecast for overall
economic growth of 0.3 percent in the
final quarter of 2015 now seemed
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"But the outlook for the start of this
year have also clouded over," Mayr

said.

"The disappointing hard data for the
end of last year will fuel concern that
the German economy is more exposed
to global worries and turbulence on the
financial markets,” the economist said,
while ruling out a sharp cooling of the
economy or even a possible recession.
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UK goods trade gap
biggest on record

BBC NEWS

The UK's goods trade gap with the rest of the world
widened by £1.9 billion to a record high of £125 bil-
lion in 2015, official figures show.,

The Office for National Statistics also warned the
latest figures would have a negative impact on its sec-
ond estimate of fourth-quarter economic growth.

But 2015 also saw a record surplus in the UK's domi-
nant services sector of £90 billion. That meant the UK's
total trade gap widened by just £300 million last year.

The overall deficit - the difference between the
amount the UK imports and what it exports - stood at
£34.7 billion in 2015, the ONS said.

It will publish its second estimate of fourth-quarter
economic growth on 25 February.

Britain is very good at exporting services - financial,
tourism, creative and legal - where the UK's trade sur-
plus hit a record £90.3 billion. And is notoriously bad
at increasing the exports of goods as the UK struggles
to rebalance its economy away from consumer con-
sumption towards manufacturing.

The strength of the pound for most of last year is
only exacerbating Britain's difficulty selling things
abroad. This has been George Osborne's headache
ever since becoming Chancellorin 2010.

Most worrying, trade with Germany and China - the
two significant powerhouses of Europe and Asia -
weakened in the final quarter of 2015.

There is also an increasing division between the UK's
performance in the European Union, where the coun-
try's goods trade deficit is widening, and Britain's trade
with the rest of the world, where the situation is rosier.

Between 2014 and 2015 exports of goods to coun-
tries outside the EU increased by £3.5 billion.

Oil prices up slightly
after sharp sell-oft

AFP, Tokyo

Oil prices rose in Asia on Tuesday after a three-day sell-
off that saw the US benchmark sink back below $30 a
barrel, but analysts said the supply glut and world eco-
nomic weakness would keep a lid on the commodity.

The pick-up in the two contracts comes despite a
rout across Asian equity markets fuelled by renewed
worries about the global outlook.

Traders had sent oil prices plunging Monday as
talks between Saudi Arabia and Venezuela on bringing
stability to the market came to nothing.

There had been hopes the Saudis would support
calling a meeting of the Opec producers' group -- of
which it is the key member -- but it was unwilling to do
so. Opec has refused to cut output as it tries to maintain
market share in the face of competition from US shale.

LS benchmark West Texas Intermediate for March
delivery sank 3.9 percent to $29.69 and Brent shed 3.5
percentto $32.88 Monday.

On Tuesday WTI was up 31 cents, or 1.0 percent, at
$30.00 and Brent gained two cents, or 0.1 percent, to
$32.90, a day before the US releases official data on its
reserves which are at their highest levels since 1930.

Crude prices have crashed more than 70 percent
since mid-2014, hit by a perfect storm of overproduc-
tion, oversupply, weak demand, a slowing global
economy and a strong dollar.

Added to that is the imminent arrival of Iranian
output onto world markets after international sanc-
tions linked to its nuclear programme were lifted.

“It's a particularly volatile and difficult time for
oil," Ric Spooner, a chief analyst at CMC Markets in
Sydney, told Bloomberg News.

The market would continue to experience oversup-
ply for the next few months, Spooner said. "We have
[ran back on, there's been no significant cut in US
production and inventories are high, which means the
downside pressure is there."
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