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Alamgir Kabir, chairman of Southeast Bank, presides over the bank's 23rd annual general meeting at Officers' Club Dhaka yesterday. The bank
approved 15 percent stock dividend for 2017. M Kamal Hossain, managing director, was present.

anada hits back at US
with retaliatory tariffs

AFP, Outawa

Canada hit back at the United States
on Friday with retaliatory tariffs on
American summertime essentials
such as Florida orange juice, ketchup
and Kentucky bourbon in its open-
ing salvo in a trade war with
President Donald Trump.

As temperatures and tensions
increase, the measures targeting
Can$16.6 billion (UUS$12.6 billion)
in US steel, aluminum and con-
sumer goods will take effect on
Sunday, when Canadians celebrate a
national holiday and just days
before Americans celebrate
Independence Day amid a heatwave
expected in both countries.

The tit-for-tat duties are a
response to the punishing US steel
and aluminum tariffs imposed at
the start of June Ottawa also
unveiled Can$2 billion (US$1.5
billion) in aid for the two sectors
and their 33,500 workers.

"Canada has no choice but to
retaliate with a measured reciprocal
dollar-for-dollar response,” said
Foreign Minister Chrystia Freeland,
making the announcement at a
steel facility in Hamilton, Ontario
where she was flanked by brawny
workers in yellow hardhats,

"We will not escalate and we will
not back down," she added while
noting that this trade action was the
strongest Ottawa has taken since
World War 1. But she said the move
was made with "regret" and "very
much in sorrow, not in anger"
against a close ally.

The list of more than 250 US goods
subject to Canadian duties -- includ-
ing Florida juice, Wisconsin toilet
paper or North Carolina gherkins,

which are labor intensive to produce -
- aim to pressure Trump supporters
key states in November's US midterm
elections.They penaltiese will add 25
percent to the cost of US steel, and 10
percent to aluminum and consumer
goods.

Canada and Mexico initially
were exempted from the US metals
tariffs -- as was the European Union
-- but Trump allowed the duties to
take effect June 1 after talks stalled

to revamp the 1994 trilateral North
American Free Trade Agreement
(Nafta).

After the EU unveiled similar
retaliatory tariffs, US Trade Robert
Lighthizer earlier this week lashed
out calling them groundless and
illegal. "These retaliatory tariffs
underscore the complete hypocrisy
that governs so much of the global
trading system,” he said in a state-

ment, and "do great damage to the
multilateral trading system. "

Business executives warned
lawmakers this week that escalation
into an all-out trade war would be
devastating to the Canadian econ-
omy, which sends about 75 percent
of its exports to the United States.

If Trump steps up his attacks on
Canada's economy and imposes a
25 percent tariff on automobiles as
threatened, it would lead to

REUTERS/FILE
Ganadian Foreign Minister Chrystia Freeland gestures during a joint
news conference on the closing of the seventh round of Nafta talks in
Mexico City.

“carmageddon,” Flavio Volpe,
president of the Automotive Parts
Manufacturers Association, told a
Commons committee hearing on
Tuesday. Canadians, however, are
overwhelmingly in favor of the
retaliation.

In Ottawa, officials and others
have declined an invitation to the US
ambassador's annual July 4th bash.
"I've politely declined because I'm

not happy with the direction of the
American government and their
constant attacks on our country,"
Ottawa Mayor Jim Watson told
public broadcaster CBC. Canadian
patriotism, meanwhile, has flour-
ished under hashtags like
#BoycottUSA, #BuyCanadian and
#VacationCanada that urge people
not to buy American goods and
travel packages.

Canada and the US are among
the world's two largest trading
partners with an estimated $673.9
billion worth of goods and services
exchanged in 2017, with the US
scoring a small surplus ($8.4 bil-
lion), according to the US govern-
ment data.

The United States also is the top
destination for Canadian vacation-
ers, who made 42 million trips to
the US in 2017. But relations
between these two neighbors have
plunged to their lowest in decades,
reaching new depths at the recent
Group of Seven summit when
Trump abruptly rejected the joint
statement and insulted Canadian
Prime Minister Justin Trudeau.

On the campaign trail this week,
Trump continued his attacks on
Canadian dairy, wheat and duty-
free customs allowances for
Canadians returning home, saying
they were scuffing up brand new
shoes in order to sneak them in,

US Commerce Secretary Wilbur
Ross last week defended the Trump
administration's tariffs before
Congress but admitted that
Canada's steel industry was "not
being accused of directly or individ-
ually being a security threat."

Freeland took note, saying this
was "self-evident."

Indonesia hikes

rates again to
reverse rupiah
slump

AFP, Jakarta

Indonesia's central bank on
Friday raised interest rates
for the third time in six
weeks as it moves to shield
the rupiah from a selloff in
emerging market curren-
cies.

Bank Indonesia raised
its key rate to 5.25 percent
from 4.75 percent.

The rupiah has slid more
than five percent against
the dollar this year to
below 14,000 -- its lowest
level since 2015.

Rising US interest rates
are prompting investors to
sell the rupiah and other
currencies to buy dollar-
denominated assets in
search of better returns.

"The rate increase comes
against a backdrop of con-
tinued weak economic
growth and subdued infla-
tion, and clearly indicates
the main focus of the cen-
tral bank is boosting the
rupiah,” said Gareth
Leather, senior Asia econo-
mist at research house
Capital Economics.

While the latest move
may offer respite to the
depreciating currency,
raising borrowing costs
could stifle efforts to boost
the economy's sluggish
erowth rates.

China factory growth slows

REUTERS, Beijing

Growth in China's manufacturing
sector slowed in June after a better-
than-expected performance in May,
official data showed, as escalating
trade tensions with the United
States fuel concerns about a slow-
down in the world's second-biggest
economy.

China's economy has already felt
the pinch from a multi-year crack-
down on riskier lending that has
driven up corporate borrowing costs,
promoting the central bank to pump
out more cash by cutting reserve
requirements for lenders.

The official Purchasing Managers'
Index (PMI1) released on Saturday fell
to 51.5 in June, below analysts' fore-
cast of 51.6 and down from 51.9 in
May, but it remained well above the
50-point mark that separates growth
from contraction for a 23rd straight
month.

The findings are in line with
recent data including credit growth,
investment and retail sales pointing
to slowing growth in China's econ-
omy, as policymakers navigate debt
risks and a heated trade row with the
United States.

Significantly, the June new export
orders index contracted for the first
time since February, dropping to
49.8 from 51.2 in May.

A production sub-index fell to
53.6 in June from 54.1 in May, while
a new orders sub-index declined to
53.2 from 53.8.

The PMI for large-sized firms fell to
52.9 in June from 53.1 in May, the
index for medium-sized firms dipped
to 49.9 from 51.0 while that for small
firmsroseto 49.8 from 49.6.

“Domestic demand is weakening

and external demand faces pressure
from escalating trade frictions
between China and the United
States,” said Wen Bin, senior econo-
mist at Minsheng Bank in Beijing.

Wen said he expected the central
bank to continue to lower banks'
reserve requirement ratios (RRR) in
the coming months to help ward off
a sharper economic slowdown.

The central bank said on June 24 it
would cut the RRR by 50 basis points
for some banks to accelerate the pace
of debt-for-equity swaps and spur
lending to smaller firms,

After May's official factory PMI
touched an eight-month high, there
have been increasing signs that
China's economy is finally slowing.

Credit growth has slowed this year
as the government cracks down on
many types of lending, and the
tighter liquidity environment
appears to be impacting growth.

On July 16, the government is due

to release data on second-quarter
growth in gross domestic product
(GDP) and other key indicators.

Analysts at ANZ forecast second-
quarter growth of 6.7 percent, from
6.8 percent in the first quarter.

In May, industrial output, retail sales
and fixed asset investment all missed
expectations as auto sales dropped, and
local governments scaled back building
projects amid scrutiny from Beijing
over their borrowings.

While the economy could likely
handle these domestic challenges
without growth slowing dramati-
cally, the trade dispute with the US is
adding to uncertainty about how
China's economy will react.

As US President Donald Trump
has ratcheted up the pressure on
China with threats of new tariffs
and investment restrictions, China's
stock markets and currency suffered
one of their worst months in years
in June.

REUTERS/FILE
A labourer works inside an electronics factory in Shandong province, China.

IMF approves $2b loan
instalment for Egypt

AFP, Washington

The International Monetary Fund on Friday
approved the fourth instalment ofa $12 billion,
three-year loan for Egypt, bringing the total
released to date to just over $8 billion.

The IMF board approved the latest $2 billion
disbursement under the aid deal signed in
November 2016 to support Cairo's economic
reform program, which the Washington-based
lender has repeatedly praised.

Since then, Egypt has imposed harsh
austerity measures and started to phase out
subsidies on many goods and services,
including this month's move hiking fuel
prices as much as 50 percent, and electricity
rates by about 25 percent.

Consumer prices have soared as the authori-
ties floated Egypt's currency and adopted a

value-added tax. Meanwhile, a fiscal crisis
caused the deficit to balloon to 12.5 percent of
GDPinthe 2015-2016 tax year.

The government said the subsidy cuts are
needed, and acknowledged they would lead
to sharp increase in taxi fares.

The IMF said Egypt is beginning to reap
the benefits of the reforms, and estimates the
economy will grow 5.2 percent this year.
Inflation is expected to fall to 20 percent by
the end of 2018 from 33 percent last year.

However, IMF staff in May stressed that
the government still needs to strengthen its
social safety net

Since the 2011 revolt toppled former
president Hosni Mubarak, the economy of
the Arab world's most populous country has
received multiple shocks caused by political
instability and security issues.

Key US inflation indicator
hits 6-year high

AFP, Washington

A key measure of US inflation hit a six-year
high in May, matching the central bank's
target, in another sign that price pressures
are finally rising, the government reported
Friday.

The long-awaited rise in the Personal
Consumption Expenditures price index, the
Federal Reserve's preferred inflation mea-
sure, came amid a slight slowdown in con-
sumer spending last month, according to
the Commerce Department.

The weak spending could weigh on GDP
growth in the second quarter but incomes
posted sharp gains. On an annual basis, the
PCE price index hit 2.3 percent, the highest
since March 2012.

And excluding the volatile food and fuel
components, "core” PCE over 12 months
rose two percent, the highest since April
2012 and the first time it has hit the Fed's
two percent target in more than six years.

The Federal Reserve has signaled it is
comfortable letting inflation run above
target for a while to compensate for the
extended period of weakness during the
current economic recovery.

The US central bank has raised the
benchmark lending rate twice so far this
year, most recently on June 13.

At that meeting, officials also altered
their rate forecasts to include a fourth rate
hike in December to keep a lid on mounting
inflation. Futures markets on Friday slightly
increased their estimated probability of a
December rate hike to just over 45 percent,
suggesting many investors still feel the Fed
might hold fire.

Price increases in May included also
strong gains for energy goods and services
that were partially offset by falling food
prices. The PCE price index rose 0.2 percent
compared to April, for both the headline
and the core.

Meanwhile, disposable personal income
rose 0.4 percent, or $63.2 billion, for the
month, the largest gain since January.

But spending rose only 0.2 percent, slow-
ing from the 0.5 percent gain in April. In
inflation-adjusted terms, real expenditures
fell by less than a tenth of a percentage point.

Spending undershot analyst expecta-
tions, held down by consumption of ser-
vices in the month, which was nevertheless
up 4.2 percent over May of last year.
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